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DEPOS#T* ¥ THE 
UNITED Sinsas Ut AMERICA 


MUTUAL SECURITY APPROPRIATIONS FOR 1959 


Turspay, Aprit 22, 1958. 
WITNESSES 


HON. C. DOUGLAS DILLON, UNDER SECRETARY OF STATE FOR 
ECONOMIC AFFAIRS 


J. E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION AD- 
MINISTRATION 


BUDGET ESTIMATE FOR 1959 


Mr. PassMANn. The committee will come to order. The budget esti- 
mate for 1959 is contained in House Document No. 363, which we 
shall place in the record at this point : 


[H. Doe. No. 363, 85th Cong., 2d Sess.] 
Mourvat Security 
FUNDS APPROPRIATED TO THE PRESIDENT 


For expenses necessary to enable the President to carry out the provisions of 
the Mutual Security Act of 1954, as amended, to remain available [until June 30, 
1958] as provided or authorized by that Act unless otherwise specified herein, as 
follows: 

Military assistance: For assistance authorized by section 103 (a) to carry out y 
the purposes of title I, chapter 1 (including administrative expenses as authorized - 
by section 103 (b), which shall not exceed [$23,500,000] $25,000,000 for the fiscal i 
year [1958), $1,340,000,000, to remain available until December 31, 1958] 1959, 
and purchase for replacement only of passenger motor vehicles for use abroad), Ht 
$1,800,000,000 ; and [in addition not to exceed $538,800,000 of unobligated and un- i 
reserved] uwnerpended balances of funds heretofore made available for purposes , 
of section 103 (a) [and section 104 are continued available until December 31, if 
1958 for the purposes of section 103 (a )] are hereby consolidated with this appro- i 
priation and shall remain available for the same purposes and time period; i 

Defense support: For assistance authorized by section 131 (b), [$689,000,000; a 
and in addition $36,000,000 of unobligated balances of funds heretofore made | 
available for purposes of section 131 are continued available for the purposes of 
that section: Provided, That not less than $40,000,000 thereof shall be available \ 





for Spain, exclusive of technical cooperation] $835,000,000 ; 
[Development assistance: Not to exceed $52,000,000 of uncbligated balances 
of funds heretofore made available for purposes of development assistance are i 
hereby continued available for the purposes for which originally appropriated ;] i 
Development Loan Fund: For advances to the Development loan fund as 
authorized by section 203, [$300,000,000, to remain available until expended] 
$625,000,000 : 


(1) 
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Technical cooperation, general authorization: For assistance authorized by 
section 304, [$113,000,000; and in addition not to exceed $12,000,000 of un- 
obligated balances of funds heretofore made available for purposes of section 
304 are continued available for the purposes of that section] $142,000,000 ; 

United Nations expanded program of technical assistance and related fund: 
For contributions authorized by section 306 (a). [$15,500,000] $20,000,000; 

Technical cooperation programs of the Organization of American States: For 
contributions authorized by section 306 (b), $1,500,000 ; 

Special assistance, general authorization: For assistance authorized by section 
400 (a), [$225,000,000 : Provided, That not less than $10,000,000 shall be available 
for Guatemala] $212,000,000 ; 

Contingency fund: For assistance authorized by section 401 (b), $200,000,000; 

[Special assistance in joint control areas in Europe: For assistance authorized 
by section 403, $11,500,000 which shall remain available until September 30, 
1958 ;J 

Intergovernmental Committee for European Migration: For contributions au- 
thorized by section 405 (a), $12,500,000: Provided, That no funds appropriated 
in this Act shall be used to assist directly in the migration to any nation in the 
Western Hemisphere of any person not having a security clearance based on 
reasonable standards to insure against Communist infiltration in the Western 
Hemisphere ; 

(United Nations Refugee Fund] Program of United Nations High Commis- 
sioner for Refugees: For contributions authorized by section 405 (c), [$2,233,000] 
$1,200,000 ; 

Escapee program: For assistance authorized by section 405 (d), [$5,500,000] 
$8,600,000 : 

United Nations Children’s Fund: For contributions authorized by section 406, 
$11,000,000 ; 

United Nations Relief and Works Agency: [Not to exceed $23,800,000 of 
unobligated balances of funds heretofore made available for purposes of section 
407 are continued available for purposes of that section] For contributions and 
expendiiures authorized by section 407, $25,000,000 : 

[North Atlantic Treaty Organization: For contributions for the construction of 
the North Atlantic Treaty Organization civilian headquarters as authorized by 
section 408, $1,500,000 ;] 

Ocean freight charges, United States voluntary relief agencies: For payments 
authorized by section 409 (c), [$2,200,000] $2,100,000 ; 

Control Act expenses: For carrying out the purposes of the Mutual Defense 
Assistance Control Act of 1951, as authorized by section 410, $1,000,000; 

yeneral administrative expenses: For expenses authorized by section 411 (b), 
[$32,750,000] $33,000,000 ; 

Atoms for Peace: [Not to exceed $4,450,000 of unobligated balances of funds 
heretofore made available for purposes of section 12 of the Mutual Security Act 
of 1956 are hereby continued available for the purposes of section 419] For 
assistance authorized by section 419, $5,500,000 ; 

President’s Fund for Asian Economic Development: Unobligated balances of 
funds heretofore made available for the President’s Fund for Asian Economia 
Development are hereby continued available for the fiscal year 1959 for the pur- 
poses for which originally appropriated ; 

Funds appropriated under each paragraph of this Act (other than appropria- 
tions under the head of military assistance), including specified amounts of 
unobligated balances, and amounts certified pursuant to section 1311 of the Sup- 
plemental Appropriation Act, 1955, as having been obligated against appropria- 
tions heretofore made for the same general purpose as such paragraph, which 
amounts are hereby continued available (except as may otherwise be specified in 
this Act) for the same period as the respective appropriations in this Act for the 
same general purpose, may be consolidated in one account for each paragraph. 


DEPARTMENT OF STATE 


Administrative expenses: For expenses of the Department of State as author- 
ized by section 411 (c) of the Mutual Security Act of 1954, as amended, 
[$4,577,000] $6,692,500 ; 
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CORPORATIONS 


The Development Loan Fund is hereby authorized to make such expenditures 
within the limits of funds available to it, and in accord with law, and to make 
such contracts and commitments without regard to fiscal year limitations as 
provided in section 104 of the Government Corporation Control Act, as amended, 
as may be necessary in carrying out the programs set forth in the budget for the 
fiscal year 1959 for such corporation, except as hereinafter provided. 


LIMITATION ON ADMINISTRATIVE EXPENSES, DEVELOPMENT LOAN FUND 


Not to exceed $685,000 of the funds of the Development Loan Fund shall be 
available during the fiscal year 1959 for administrative expenses of the Fund 
covering the categories set forth in the fiscal year 1959 budget estimates for such 
expenses. 


GENERAL PROVISIONS 


[Sec. 102. No part of any appropriation contained in this Act shall be used 
for publicity or propaganda purposes within the United States not heretofore 
authorized by the Congress.] 

Sec. [103] 102. Payments made from funds appropriated herein for engineer- 
ing fees and services to any individual engineering firm on any one project in 
excess of $25,000 shall be reported to the Committees on Appropriations of the 
Senate and House of Representatives at least twice annually. 

Sec. [104. Pursuant to section 1415 of the Supplemental Appropriation Act, 
1958, and in addition to other amounts made available pursuant to said section, 
not to exceed the equivalent of $300,000 of foreign currencies or credits owed to 
or owned by the United States shall remain available until expended, without 
reimbursement to the Treasury, for liquidation of obligations incurred against 
such currencies or credits prior to July 1, 1953, pursuant to authority contained 
in the Mutual Security Act of 1951, as amended, and Acts for which funds were 
authorized by that Act and, hereafter, foreign currencies generated under the 
provisions of this Act shall be utilized only for the purposes for which the funds 
providing the commodities which generated the currency were appropriated] 
103. Foreign currencies heretofore gencrated under section 402 of the Mutual 
Security Act of 1954, as amended, may, notwithstanding prior provisions of law, 
be used in accordance with the provisions of that section, 

[Sec. 105. None of the funds provided by this Act nor any of the counterpart 
funds generated as a result of assistance under this or any other Act shall be 
used to make payments on account of the principal or interest on any debt of 
any foreign government or on any loan made to such government by any other 
foreign government : nor shall any of these funds by expended for any purpose for 
which funds have been withdrawn by any recipient country to make payment 
on such debts: Provided, That to the extent that funds have been borrowed by 
any foreign government in order to make a deposit of counterpart and such 
deposit is in excess of the amount that would be required to be deposited pur- 
suant to the formula prescribed by section 142 (b) of the Mutual Security Act 
of 1954, as amended, such counterpart may be used in such country for any 
agreed purpose consistent with the provisions of such Act.] 

(Sec. 106. Except for the appropriations entitled “Special assistance, general 
authorization” and “Development loan fund’, not more than 20 per centum of 
any appropriation item made available by this Act shall be obligated and/or 
reserved during the last month of availability.J 

[Sec. 107. None of the funds made available by this Act shall be used to earry 
out the purposes of the first sentence of section 400 (c) of the Mutual Security 
Act of 1954, as amended.J 

Src. 104. Section 108 of the Mutual Security Appropriation Act, 1956 (Public 
Law 208, 84th Congress), as amended by section 106 of the Mutual Security Ap- 
propriation Act, 1957 (Public Law 858, 84th Congress), is hereby further amended 
as follows: (1) In the first sentence, strike out “by geographic area and by 
country”; (2) in the third sentence, substitute “for two full fiscal years after the 
funds allocated have expired for obligation” for “during the two succeeding fiscal 
years”; (3) in the third sentence strike out the second and third provisos; (4) 
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in the fourth proviso of the third sentence, insert “(or to the account with 
which any such amount may have been consolidated)” before the colon; (5) in 
the fifth proviso of the third sentence, insert a comma after “for military assist- 
ance”; strike out the parenthetical markings; substitute “unexpended” for 
“specified amounts of unobligated”; insert “heretofore or hereafter made or 
continued available for use in the current fiscal year’ after “balances”; and 
substitute “which amounts are hereby continued available for the same period as 
the appropriation with which such amounts are consolidated,” for “amounts cer- 
tified pursuant to section 1311 of the Supplemental Appropriation Act, 1955,” ; 
and (6) in the sixth proviso of the third sentence, substitute “‘section” for “Act’’. 

Sec. [108] 105. The appropriations and authority with respect thereto in this 
Act shall be available from July 1, [1957] 1958, for the purposes provided in 
such appropriations and authority. All obligations incurred during the period 
between June 30, [1957] 1958, and the date of enactment of this Act in antici- 
pation of such appropriations and authority are hereby ratified and confirmed if 
in accordance with the terms hereof. 

(Sec. 109. The Congress hereby reiterates its opposition to the seating in the 
United Nations of the Communist China regime as the representative of China, 
and it is hereby declared to be the continuing sense of the Congress that the 
Communist regime in China has not demonstrated its willingness to fulfill the 
obligations contained in the Charter of the United Nations and should not be 
recognized to represent China in the United Nations. In the event of the seat- 
ing of representatives of the Chinese Communist regime in the Security Council 
or General Assembly of the United Nations, the President is requested to inform 
the Congress insofar as is compatible with the requirements of national security, 
of the implications of this action upon the foreign policy of the United States 
and our foreign relationships, including that created by membership in the United 
Nations, together with any recommendations which he may have with respect 
to the matter.] 


BIOGRAPHIC SKETCH OF THE HONORABLE C. DOUGLAS DILLON 


Mr. Passman. The first witness is the Honorable C. Douglas Dillon, 
Deputy Under Secretary of State for Economic Affairs. 


C. Douglas Dillon has served as Deputy Under Secretary of State for Eco- 
nome Affairs since January 1957. 

The duties of this office were increased in December 1957 when Secretary of 
States John Foster Dulles issued delegations of authority which vested coor- 
dinating responsibility with reference to mutual security programs in the Deputy 
Under Secretary for Bconomic Affairs. 

Mr. Dillon was born in Geneva on August 21, 1909, the son of Clarence and Ann 
Douglass Dillon. He graduated from Groton School in 1927 and from Harvard 
University in 1931. Mr. Dillon was a member of the New York Stock Exchange 
from 1931 to 1936. In 1936 he became a director and subsequently president of 
the United States and Foreign Securities Corp. and the United States and Inter- 
national Securities Corp. In 1938 he became a vice president and director of 
Dillon, Read & Co., and was made chairman of the board in 1946. Mr. Dillon was 
commissioned an ensign in the Naval Reserve in 1941, and rose to the rank of 
lieutenant commander during 4 years’ active duty. For his services at Guam, in 
Saipan, and in the Philippines he received the Legion of Merit and the Air Medal. 
He is a member on leave of the board of governors of New York Hospital, the 
board of the Metropolitan Museum and the Harvard board of overseers. 

Mr. Dillon was appointed Ambassador Extraordinary and Plenipotentiary to 
France on February 27, 1953. He acted as an adviser at NATO Council meetings 
in Paris and observer at meetings of the Organization for European Economic 
Cooperation, and he has accompanied Secretary of State Dulles to several for- 
eign ministers meetings. 

Mr. Dillon is married to the former Miss Phyllis Ellsworth, and they have two 
daughters, Mrs. Mark Collins and Mrs. James B. Mosely. 


Mr. Secretary, have you a statement to make to the committee? 
Mr. Drtxon. I have, Mr. Chairman. 
Mr. Passman. You may proceed, sir. 
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GENERAL STATEMENT 


Mr. Driton. Mr. Chairman, I am appearing this morning to begin 
testimony in support of the President’s request for appropriations to 
carry forward the mutual security program in fiscal year 1959. Mr. 
Smith and Mr. Sprague will appear tomorrow and Thursday to dis- 
cuss in detail the ICA and Defense Department operations under the 
mutual security program. Secretary Dulles will appear next Monday 
to discuss the vital role of this program as a part of our foreign policy 
in support of our national interests. 

Before outlining the request being made for appropriations for the 
mutual security program, I would like to mention three particular 
matters which will be of interest to this committee: (1) The changes 
in the administration of the program which have been made since the 
hearings last year; (2) the nature of the presentation materials and 
of the contemplated method of presentation; and (3) and few changes 
requested in the authorizing legislation, which is still before the For- 
eign Affairs Committee. 


NEW ARRANGEMENTS FOR COORDINATION 


First, let me report to you on the steps which the executive branch 
has taken to fulfill the instructions of the Congress at the last session 
that the Department of State should assume more direct coordination 
of the mutual security program. 

The President on November 29 issued an Executive order which 
increased the authority of the Secretary of State in respect to the 
execution of this act. The Secretary of State, in order to provide for 
the day-to-day implementation of his responsibilities, has delegated 
his coordinating responsibilities to the Deputy Under Secretary for 
Economic Affairs, the position I now occupy. 

Under this delegation, I am now charged with the function of co- 
ordination of the military and economic assistance programs, while 
the Director of ICA is charged with the administration of the eco- 
nomic programs and the Secretary of Defense is charged with the 
administration of military programs. 

Under this new delegation, I am also charged with the broader coor- 
dination of mutual security programs with other related policies and 
programs of the Government. In addition, the responsibility for the 
preparation of the program and its presentation to the Congress has 
now been assigned to me. 


PRESENTATION FOR FISCAL YEAR 1959 


In planning for this presentation, we have kept the presentation 
books in basically the same form as last year. One significant change 
has been made with the interest of this committee particularly in 
mind. 

We have reduced the length of the narratives in each country dis- 
cussion, and we have pulled together the most significant country 
tables in a single place rather than, as last year, requiring reference to 
secondary books. To provide easy reference to country programs we 
have used a pattern consisting of an opening statement of principal 
United States interests, followed in order by a discussion of the mili- 
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tary and economic programs and supplementary statistical tables sep- 
arately identified on blue paper. 

In last year’s books there were only summary overall discussions 
of the several categories of assistance, ‘the emphasis being on country 
and regional programs. In this year’s worldwide summary volume, 
we set out the justification for each of these categories in their entirety 
and included worldwide summaries of each category of aid by country. 

Last year full information on local currencies was provided in sep- 
arate submissions. This year tables and narrative material have been 
included in the presentation books to show the current and projected 
availability of local currencies and the relationship of such availabili- 
ties to the basic planning of the proposed fiscal year 1959 mutual 
security program. I will return to this subject later. 


SIGNIFICANT LEGISLATIVE CHANGES 


I should like now to explain the intent behind the very few substan- 
tive amendments being such in the authorization legislation. 

The major change in the proposed legislation is the inc orporation 
of the Development Loan Fund. The executive branch had considered 
this quite carefully last year but decided against it. 

Following the expression of a strong conviction by a number of 
Members of the Congress last year that the Developme nt Loan Fund 
should be incorpor ated, and the inclusion of this view in the confer- 
ence report on the Mutual Security Act of 1957, the executive branch 
reviewed the administrative advantages and disadvantages of such 
a change and came to the conclusion that this fund can be used most 
effectively in the achievement of its objectives if it is incorporated. 
Such a move would create a clearly defined and separate status for 
this fund. It would help to clarify the separation of Development 
Loan from grant activities. It would recognize the long-term nature 
of the development process and consequently of this Development 
Loan facility. 

The proposed corporation has been designed in such a way that it 
will not only avoid duplication of existing institutions but will be 
closely coordinated with them to provide the most effective use of 
each. We have recommended that the Board of Directors include 
five members: The Deputy Under Secretary of State for Economic 
Affairs as Chairman; the Director of the International C ooper: ation 
Administration, the Chairman of the Board of Directors of the Export- 
Import Bank, the United States Executive Director of the Interna- 
tional Bank, and the Managing Director of the ey itself. These 
members, by nature of their present positions, will be able to assure 
that the fund will be administered as an instrument of our foreign 
policy closely coordinated with the rest of our mutual security program 
and with our other international lending programs. 

A second change in the proposed legislation is designed to authorize 
funds for the expansion of the U. N. technical assistance program. 

I am sure you are all aware of the very considerable sentiment which 
has been building up at the United Nations for the creation of a new 
international development financing authority. The United States, 
after consultation with congressional leaders, took the initiative at 
the last meeting of the General Assembly in suggesting as a more con- 
structive proposal a sustantial increase in the level of the present 
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U. N. technical assistance program, including the establishment of a 
special projects fund. 

Unquestionably, the less-developed countries and territories have 
an urgent need for, and can effectively use, technical help beyond the 
current capacity of the UNTA program, and beyond the optimum 
scope of our bilateral programs. We believe that such an enlarge- 
ment of the UNTA program would fill a valid and important need. 
The special projects fund, directly related to the present expanded 
technical assistance program, would permit. technical assistance in 
depth in a variety of projects basic to sound economic growth such as 
water, minerals, and power resources surveys, public administration 
training institutions, and agricultural and industrial research and 
productivity centers. 

The resolution adopted by the General Assembly calls for the es- 
tablishment of a total fund up to $100 million. The details of the 
widened program are now being developed by a special United Na- 
tions working group and pledges will be made for 1959, the initial 
year of the new program during next fall’s session of the General 
Assembly. 

We propose that the United States pledge an amount equal to the 
authorized percentage limitation of a program of $100 million. We 
estimate, however, that because of the percentage limitation provisions 
the actual United States payment in 1959 required to fulfill this pledge 
will be about $20 million. We are therefore requesting an appropri- 
ation of that amount. If contributions by other nations should call 
for contributions by the United States in excess of $20 million, within 
the statutory percentage, we propose to take suc +h additional funds 
from the contingency fund. 

Although it does not require any change in the legislation, I should 
like at this point to mention a modification applied to the definition of 
defense support in formulating the proposed fiscal year 1959 program. 
As in fiscal year 1958, defense support programs are proposed in 
countries where we provide military assistance and where a mutually 
agreed contribution to the common defense cannot be achieved with- 
out additional economic assistance. However, in the proposed fiscal 
year 1959 program, defense support will be limited to those countries 
where our military assistance is provided to help support substantial 
military forces. 

Economic assistance to countries in which we have important base 
rights but in which we do not support substantial military forces will 
now be funded under special assistance. This change has resulted in 
the transfer of proposed programs for Morocco, Libya, and Ethiopia 
from defense support to specs al assist: ince. 

Next year, as in the current year, it is intended that special assist- 
ance will be used for economic assistance where such assistance is 
deemed essential to meet one of a number of United States political, 
economic, or military objectives but cannot appropriately be pro- 
vided within the criteria of other United States programs. 

Last year we proposed, and the Congress agreed, that such assist- 
ance—amounting to about $100 million—be combined with the $200 
million which we had requested for unforeseen and contingency re- 
quirements. This year we are requesting that funds for these two dif- 
ferent purposes be separately authorized and appropriated. Under 
this arrangement special assistance will be limited to programed 
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funds. Unprogramed funds, either to meet recognized needs, the 
amount of which is not now known, or to meet needs which cannot 
now be foreseen at all, would be in the contingency fund. 


AMOUNTS REQUESTED 


With the exception of the Development Loan Fund, ICEM and 
State Department administrative expenses under this act, legislation 
authorizing the appropriations for the fiscal year 1959 mutual security 

rogram, has not yet been enacted. Hence, I shall refer to the request 

or appropriations made by the President in his message to the Con- 
gress of February 19. In providing a general outline and order of 
magnitude of the appropriations requested, I shall not attempt a de- 
tailed justification of the various categories of aid since this will be 
done by succeeding witnesses. 

The President has requested new obligational authority of $3,942,- 
100,000 to carry out the mutual security program during fiscal year 
1959. This total request is divided among the major elements of the 
program as follows: 

MILITARY ASSISTANCE 


One billion eight hundred million dollars is requested in order to 
continue a program of the size maintained for the past few years and 
at a level deemed necessary to meet minimum United States and free 
world security interests. A full description of this request will be 
found on pages 13-33 of the World-Wide Sunisiiiey Presntatiin 
Book. Assistant Secretary Sprague and Mr. Charles Shuff, his dep- 
uty in charge of the military assistance program, will provide fur- 
ther justification for this amount. 


DEFENSE SUPPORT 


Within the modified definition which I have described and seeking 
the maximum feasible contribution of the cooperating countries, the 
President has requested $835 million as necessary to carry out defense 
support programs in 12 countries. These countries maintain 3 mil- 
lion armed men in key strategic locations along the Sino-Soviet bor- 
der. They are regarded by our own defense chiefs as essential ele- 
ments of our free world strength. These programs are considered es- 
sential to provide the economic and political stability necessary to 
enable those countries to make the contributions to the mutual defense 
which they agree with us to provide. It should be borne in mind that 
70 percent of the funds requested is for only 4 countries—Korea, Tai- 
wan, Vietnam and Turkey. 

A discussion of this request will be found on pages 35-50 of the 
World-Wide Summary volume. Mr. Smith and other witnesses from 
ICA will provide further testimony in support of the appropriations 
for this and other programs administered by that agency. 


SPECIAL ASSISTANCE 


The President has requested $212 million for this category of aid 
which, as I have indicated, is larger than last year primarily because 
of the shift in the use of defense support. Special assistance is re- 
quired to maintain political and economic stability in those countries 
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where we do not support substantial military forces; and second, to 
support such important activities as the malaria eradication program 
and help to beleaguered West Berlin, which do properly fall under 
other categories of assistance. Details of this request will be found 
at pages 51-60 of the World-Wide Summary volume. 


DEVELOPMENT LOAN FUND 


President Eisenhower in his message told you in the most forthright 
language of his deep conviction that the principal contest for the fu- 
ture of civilization will be fought out on economic grounds primarily 
in the less developed areas of the world. I am equally convinced that 
this is true. The Development Loan Fund and technical cooperation 
constitute our major reliance in this contest. Both must be strength- 
ened in the coming year, the former by the appropriation of the full 
$625 million authorized by the Congress last year. I will be returning 
with the manager of the Fund, Mr. Dempster McIntosh, to testify in a 
session devoted entirely to the Development Load Fund. 


TECHNICAL COOPERATION 


As I have just stated, it is vital to strengthen our bilateral pro- 
grams, which bring American skills and knowledge to newly develop- 
ing countries. The $142 million requested will allow for small in- 
creases in about a half-dozen relatively new country programs and 
the initiation of three new programs. In addition, $20 million is re- 
quested for the United Nations technical assistance program which I 
have already mentioned, and $1.5 million for our continued contribu- 
tion to the Organization of American States. 


CONTINGENCY FUND 


An appropriation of $200 million is asked to provide funds to meet 
unforeseen and contingency requirements. These funds are necessary 
in order to cope with problems the existence or extent of which can- 
not now be determined. As I indicated before, such funds are this 
year requested separately from the programmed funds needed for *p - 
cial assistance. The President pointed out in his message that this 
sum is the minimum which will be required considering the turbulent 
state of the world. Immediate United States assistance may be re- 
quired by a variety of situations—political and economic crises, chang- 
ing strategic requirements, natural disasters and new Communist 
threats. For example, last year contingency funds were needed to 
provide assistance to Jordan, to initiate an economic development pro- 

ram in the Sudan, and to aid the victims of disastrous floods in Cey- 
on. The past use of contingency funds and our need for them in 
fiscal year 1959 are described at pages 75 to 82 of the worldwide 
volume. 
OTHER PROGRAMS 


A total of $106.6 million is requested for other programs. I believe 
that discussion of these programs may best wait until they are reached 
in the regular course of your hearings. 
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SPECIAL PROBLEMS 


There are two related problems of a broad nature which I believe 
are of considerable interest to the committee and which I should like 
to discuss. 

One of these is the relationship of surplus agricultural commodities 
under Public Law 480 and the MSP. The second is the availability 
and use of United States owned or controlled local currencies. The 
central question as to both is, of course, whether and how they may 
reduce the need for funds under the MSP. 

I want to say three things about the relationship between Public 
Law 480 and the mutual security program. First, substitution of 
Public Law 480 for mutual security funds is possible but it is limited. 
I will discuss that further in a moment. Second, in countries where 
substitution is not possible, Public Law 480 may nevertheless be an 
important supplement to our efforts. Third, in those limited cases 
where substitution is possible, we have gone to great pains to identify 
the extent of such substitutability and to reduce the MSP by cor- 
responding amounts. 

Turning to the first point, you gentlemen are aware that the admin 
istration has requested new authorizations for fiscal year 1959 under 
title I of Public Law 480 in the amount of $1.5 billion in CCC costs. 
Why is it that the entire market value equivalent (about $1 billion) 
of this new authority cannot be made to substitute for mutual security 
funds ? 

There are several important factors which limit the extent of such 
substitutability. 

1. Since the primary purpose of Public Law 480 is to increase the 
sale of United States surplus agricultural commodities, sales under 
the act are not always made to the countries or in the amounts in which 
programs of economic assistance under the Mutual Security Act are 
required. 

Mutual security requirements usually take a form which can- 
not be fully satisfied with the commodities available under Publie Law 
= 

. Under the law in making Public Law 480 sales, reasonable pre- 
quatiene must be taken to s afegu: ird usual marketings of the United 
States and to assure that such sales will not unduly disrupt world 
prices of agricultral commodities. This inhibits the extent to which 
Public Law 480 can be used to save foreign exchange resources. 

For these three reasons the extent to which new sales of surplus 
agricultural commodities under title I of Public Law 480 can be used 
in lieu of mutual security appropriations tends to be limited. Please 
note that I am talking now about new sales under Public Law 480 
rather than the use of local currency generated from Public law 480 
sales. I will discuss this local currency, together with other local 
currency accumulations, in a few minutes. 

Turning to the second important thing that should be said about 
the relationship between Public Law 480 and the MSP, I want to point 
out that in those cases where Public Law 480 cannot be used in lieu 
of mutual security appropriations, nevertheless such sales may make 
an important contribution to the achievement of United States secu- 
rity objectives. For example, it is obviously not possible for Public 
Law 480 sales in most of the Latin American countries to be used in 
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lieu of mutual security appropriations since we have traditionally 
had no mutual security appropriations for economic aid in such coun- 
tries. Nevertheless, Public Law 480 sales to our Latin American 
neighbors have frequently been of considerable usefulness to these 
countries, incidentally, to our security objectives in these countries. 
The third important thing to be said about this relationship is 
that we have gone to a great deal of effort to find out just where Public 
Law 480 can be used in heu of mutual security appropriations and we 
have reduced the mutual security requests now before the Congress 
by the full amounts of such substitute ability. I will not take time now 
to describe in full the elaborate procedures which were set up to assure 
that this was done, but I will say that at one point in the process we 
made an effort to measure the reductions in the request which were 
possible as a result of Public Law 480. We found that our field mis- 
sion in 9 key countries reduced their estimates of requirements for 
fiscal year 1959 in the amount of $250 million below what they would 
be if there were no Public Law 480 availabilities in fiscal year 1959. 
In summary then, with respect to the relationship between these 
2 programs, we consider Public Law 480 to be of great value in the 
ellatines nt of our foreign policy objectives. It is possible, however, 
only in certain limited cases, to achieve a dollar-for-dollar reduction 
in the MSP and such reductions have already been made to the fullest 
possible extent in the request that is now before the Congress. 


LOCAL CURRENCIES 


Now what about United States owned or controlled local curren- 
cies? How can they be used to reduce the need for MSP funds? 

These local currencies are of 3 kinds: (1) Counterpart—which 
is the sales proceeds or commensurate value of United States com- 
modity assistance furnished under MSP; (2) the proceeds from sales 
of surplus agricultural commodities financed with MSP dollars under 
section 402: and (3) the local currency proceeds of Public Law 480 
sales, 

There are several similarities and distinctions among these. They 
are detailed in the narrative which appears on pages 111-115 of the 
worldwide summary presentation book. There are three important 
considerations relative to these local currencies which indicate their 
limitations as well as their value in the conduct of the mutual security 
program. 

First: Local currency cannot be used for the purposes for which 
MSP is needed and dedianadtn provide additional physical re- 
sources for use in the country in which the local currency 1s located. 
This is true because it cannot be used to import goods and services 
into that country. 

A country’s own currency, far from being a resource to that country, 
is a claim against. its existing resources. Thus expending the currency 
supply does not make more resources available in the country. Addi- 
tional economic resources can be brought into a cooper rating country 
only by using dollars or other convertible currencies which can be 
used for imports. 

By the same token, the use by the United States of local currency to 
export goods and services from one country for mutual security pur- 
poses in other countries would in effect be ‘taking back the assistance 
originally given. 
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Second: The device of generating local currencies helps in directing 
the use of the physical resources available in the country. In many of 
the less developed countries, it is the most effective and practical 
method of making available budgetary resources that ordinarily in a 
more developed economy would be created by taxation and govern- 
ment borrowing. 

However, in some countries, where inflation threatens or already 
exists, unrestrained use of such funds would be contrary to the ob- 
jectives of helping maintain or build up the economy of that country. 
Some other countries cannot effectively use substantial parts of the 
local currencies generated by United States programs, although they 
did and still may need the dollar commodities which generated such 
local currencies. 

Third: To the extent that United States assistance constitutes an 
element in an annual understanding with a country, not only the dol- 
lar assistance but the local currency proceeds from that assistance are 
considered as the United States contribution for that year. Therefore, 
even though the local currency proceeds from one year’s program 
may still be available for use in the next year, they cannot be con- 
sidered as part of a second year’s understanding. In other words, 
you cannot count the same dollar twice even though it changes form in 
the process of being used. 

These 3 factors lead to the conclusion that the generation and 
availability of local currencies, both under MSP and Public Law 480, 
are often useful in improving the use of resources available to these 
countries but cannot be substituted for the external resources needed 
by the country. To furnish such resources requires foreign exchange 


. 
. 


supplied by our aid dollar. 
EFFECTS OF MSP ON UNITED STATES ECONOMY 


We are all concerned by the cost of any Government program 
financed by taxation. This is particularly true in a period when the 
rapid rise in our national production and income is halted and people 
are unemployed. 

Although the vigorous continuation of our mutual security program 
is necessary to our national security and welfare and justified for all 
the reasons stated by President Eisenhower in his message, and in 
fact is by far the most economical means of attaining these ends, 
we must nevertheless consider its effect on our economy, especially 
under present conditions. 

Approximately 75 percent of the funds appropriated for the mutual 
security program are spent in the United States in the first instance. 
The remaining funds which are spent abroad, bolster the economy of 
one of our allies by stimulating production and reducing unemploy- 
ment. But these dollars also have an impact on our own economy. 
They return to the United States, usually rather quickly, to buy goods 
produced by United States industry and agriculture. 

I should like to urge on the committee that it consider carefully the 
study of the effect of the program on the United States economy 
which was made last spring for the Senate Special Committee To 
Study the Foreign Aid Program by the National Planning Associa- 





13 


tion. This study involves the consideration of a great many factors. 
One of its conclusions is as follows: 

When the domestic economy is undergoing a recession, shrinking domestic 
demand is, to some degree, offset by stable foreign demands for goods. In 
this situation, the foreign aid program, as a part of foreign demand, acts as 
a stabilizing influence on employment and prices. The more severe the reces- 
sion, the more important would this stabilizing factor become. 

One domestic economic effect of the mutual security program seems 
particularly important today. The study concluded that the program 
examined (fiscal year 1955) created the direct and indirect employ- 
ment of 600,000 people. Some of the industries in which the employ- 
ment was greatest were: chemicals and related productions, 16,100; 
lumber and wood products (manufactured), 10,800; paper and allied 
products, 9,100; textile products (manufactured), 13,300; coal and 
related products, 11,500; iron and steel mill materials and products, 
66,400; ordnance, 13,100; construction, mining, conveying equipment, 
23,400 ; electric equipment, 31,100; other industrial machinery, 26,800 ; 
motor vehicles, engines and parts, 17,800; aircraft engines and parts, 
72,900; agriculture, 100,700; transportation, 34,000; trade, 12,900; 
services, 13,200. 

I appreciate the opportunity of going over these general matters 
with you. Other witnesses will later fill in the many details. I shall 
be available to you for whatever additional help I can provide at any 
time you may call on me. 

Mr. Passman. Thank you, Mr. Secretary. 

(Off the record.) 

Mr. Passman. Mr. Secretary, I should think that our questions at 
this time will be more or less general. As you bring the specialists 
before the committee they can fill in detail on particular projects. We 
shall have some questioning on certain phases of the program at this 
time. 


GENERAL STATUS OF MUTUAL SECURITY PROGRAM 


Are all phases of the mutual security program sufficiently financed 
and are commitments being met to a reasonable measure at this time? 

Mr. Ditton. They are sufficiently financed, yes, Mr. Chairman. We 
have, however, a number of situations of concern which I should like 
to mention in general. 

Mr. Passman. Yes. 


EFFECTS OF REDUCTIONS IN FISCAL YEAR 1958 PROGRAM 


Mr. Ditton. Succeeding witnesses will point them out in greater 
detail. 

The reductions in the program last year on the military assistance 
side resulted in postponement of certain plans of the Defense Depart- 
ment to equip certain of our allies. Those will be given to you in 
detail by the Defense witnesses. If there is no war, if no emergency 
comes, obviously there is no danger in that postponement, but we do 
run a calculated risk because it is the concensus that if a war should 
start we would have to fight it with what we had on hand, and we 
could not retrieve the position once it had started. So that is a ecal- 
culated risk which was taken last year because of these reductions. 
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Also, the reductions have a certain effect on our allies and the 
amounts of money they want to put up. On the military assistance 
side the history has been that they put up about $6 for every $1 we 
do, and we are up against certain Nelle for retrenchment on the part 
of some of our NATO allies, particularly England. We must bear 
that in mind as a collateral effect. 

In defense support, as a result of last year’s cuts we had to make 
some rather drastic reductions. Two places particularly which come 
most to mind are Korea and Vietnam. Other witnesses will give you 
the results in detail. 

We did put off most of the project assistance which had been 
planned. We have maintained commodity imports as high as we 
could with the funds available to avoid inflation. Since we are run- 
ning this year primarily on funds appropriated perhaps even 2 years 
ago for that, the effect locally is not noticeable as yet, but the pipelines 
have been drawn down and people who are responsible for the in- 
dividual countries are really concerned that unless they get good re- 
plenishment this year, all the progress we made the last ¢ couple ‘of years 
in Korea could go up the pipe with a really serious inflation. 

In technical cooperation we have had to draw back the program. 
Tomorrow Mr. Smith will give you the details of that. It is very easy 
to point out what was ch: inged. He will give you that in some detail. 
What is being done is being carried out suee cessfully. 


BALANCE IN CONTINGENCY FUND 


The thing which has most concerned me personally the last few 
months has been the contingency situation. Almost since the first of 
the year we have had available in our contingency fund not more than 
about $30 million, and that is now reduced to about $14 million. We 
have spec ific demands against that which amount to about three times 
that amount. Already we have made arrangements to transfer under 
the transfer authority $30 million out of the militar Vv assistance pro- 
gram, even though ‘that meant further stretchouts to meet. high- 
priority needs in “defense ‘support and special assistance fields. 

With what has been going on in North Africa, where we felt very 
insecure because if a real emergency requiring prompt action should 
come up even now, until the end of the year, we just do not have the 
funds available, and that is a serious situation. If we get through 
and there is no crisis, we will be all right. 


UNOBLIGATED BALANCES IN PRECEDING YEARS 


Mr. Passman. Thank you, Mr. Secretary. Inasmuch as you are 
relatively new at the details of the program and are coordinating the 
entire program, you do know, of course, that each category mentioned 
by you in your most recent statement year after year has had an un- 
obligated balance which would have lapsed had this committee not 
reappropriated it. You are familiar with that fact, are you not? 

Mr. Ditton. Yes, sir. 

Mr. Passman. Partic ularly in military, 1 year ago you had half 
a billion dollars and it was said, “We don’t need this and this will 
lapse.” I think that without exception, year after year, even after 
this committee had made the cuts, you completed the year with unob- 
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ligated funds which you did not actually need. I bring that fact out 
because you made a very good statement, but could you say specifically 
that we are not living up to our « commitments in a reasonable measure # 


ANTICIPATED UNOBLIGATED BALANCE AT END OF FISCAL YEAR 1958 


Mr. Ditton. I would like to say with regard to unobligated funds, 
this year the situation, which will be given to you in ‘detail later, 
will be strikingly different. With the possible exception of the Asian 
regional economic development fund, which has been with us a long 
time, there will be very little left unobligated, really just tail ends 
when we come to the end of the year. 

I would say in answer to your specific question that we are at the 
moment right at the edge, and that we have gotten by, but unless we 
have a program larger than the total three- billion-three-hundred-some- 
odd-million dollars we had last year, including the carryover funds, we 
will be in a very serious situation in another year. We do not have 
the fat on our bones and the pipeline that we had before. 

Mr. PassmMAN. Since we are questioning in general, I hope you will 
understand that we are trying to establish the needs of the mutual 
security program. We have had statements equally as strong in the 
past, very forceful statements that certain things would happen to the 
program if they did not get the entire budget. We discounted the 
pleadings to some extent and made subst: anti: al reductions, only to find 
out a year later that we had even then given too much money and 


they could not spend it. You are famili: ar with that condition, are 
you not? 


Mr. Driwon. Yes, sir. 


NUMBER OF PERSONNEL IN MUTUAL SECURITY PROGRAM 


Mr. Passman. What is the total number of American personnel 
directly connected with the International Cooperation Administra- 
tion, the mutual security program—the total program ? 

Mr. Ditton. Mr. Murphy can supply that figure. 

Mr. Murrny. I have two dates here, Mr. Chairman. 

Mr. PassMAn. Would you give us the most recent date, please? 

Mr. Murruy. The nearest date is the date of June 30, 1958, which is 
coming. 

Mr. Passman. We have not quite reached that date. You are 
projecting that out to the future. Give us something positive, the 
number of personnel on your payrolls at the most recent date. 

Mr. Murruy. As of February 28, 1958, the total ICA employment 
was 10,452 people. This included 3,524 who are paid from admin- 
istrative funds and 6,828 who are paid from program funds. Of this 
total of 10,452, 5,506 were American employees and 4,946 were foreign 
national employees, local employees. Of the 10,452 employees, 8,669 
were serving overseas and 1,783 were serving in Washington. 


TURNOVER OF PERSONNEL 
Mr. Passman. What is the average annual turnover of personnel 
of ICA? 


Mr. Murrny. I do not know the precise figure on that, Mr. Chair- 
man. 


25164—58——2 
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Mr. Passman. Is it low, high, or average 4 

Mr. Mureny. I don’t know just how you would judge it. I would 
— it is in the neighborhod of about 20 percent, which to me is 
Lig 
r — Dion. Mr. Smith will be prepared to talk to that in more 

etai 

Mr. Passman. Is that about the same as the turnover in the past 
few years, say the past 3 years! 

Mr. Moureny. I think it shows slight improvement, Mr. Chairman. 
We are hoping that with some new changes we are putting in our 
personnel system, the improvement will be noticeable as we go along 
and that we can reduce this turnover considerably. 


PERSONNEL ROTATION SYSTEM 


Mr. Passman. Do you have some of your key. personnel going out 
at all times and being replaced by new personnel ? 

Mr. Morpenuy. We have a rotation system in effect, Mr. Chairman, 
which is designed to encourage the bringing of field people into the 
Washington headquarters, and vice versa, the moving of Washington 
headquarters people out to the field, with the idea that we would have 
a better administered program if personnel, especially key personnel, 
were familiar with both field and Washington procedures. 

Mr. Passman. Do you have a Dr. Carl K. Kaufman with the ICA 
at this time, originally assigned to Laos? 

Mr. Mourpury. "No, sir; we do not. 

Mr. Passman. How long did he serve with the ICA ? 

Mr. Murpuy. There again I would like to check the record, but I 
think it was a relatively short period. 

Mr. Passman. Did he resign or was he replaced ? 

Mr. Murpny. I really don’t know. I think it was the former. [ 
think he resigned of his own free will, but I am not absolutely sure. 

Mr. Passman. Do you have a Mr. J. B. Havron connected with ICA 
at this time? 

Mr. Mourpny. I do not know, sir. I would be glad to check on it, 
Mr. Chairman. 

Mr. Passman. You have no knowledge of this individual having 
represented our country in Laos? 

Mr. Mourrny. No, sir. The name does not strike any note at all. 

Mr. Passman. Does the name James B. Mann register with you? 

Mr. Morpny. No, sir, it doesn’t. 

Mr. Passman. How about Mr. O.S. Roberts? 

Mr. Murpny. I am afraid that one doesn’t either, Mr. Chairman. 


ROLE OF SUBORDINATE PERSONNEL IN PREPARATION OF PROGRAM 


Mr. Passman. Of course, we both work at a disadvantage in en- 
deavoring to establish the needs for a program of this kind. You 
stated a moment ago that you have some ten thousand-plus employees, 
and many of them are. assigned in the nations where we have this 
program. Is it correct that you rely a great deal upon the informa- 
tion provided by them to be able to firm up the program here at 
Washington ? 
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Mr. Dixon. That is correct. As part of this reorganization which 
I mentioned last year, we are trying in the field as well as in Wash- 
ington to get the Ambassador, as head of the country team, to take a 
more direct interest and to take a greater degree of responsibility 
for all that goes on in his area. I think that is a move in the right 
direction. 

Mr. Passman. The Ambassador being a busy man, he, too, must de- 
pend upon his subordinates. So it is really the same situation. It is 
your personnel who firm up the program and clear it through the 
Ambassador. 

Mr. Ditton. That is right. 


REDUCTIONS IN BUDGET REQUEST IN PRECEDING YEARS 


Mr. Passman. Numerous times during my 12 years in Congress, 
while driving along Pennsylvania Avenue, I have observed these two 
impressive inscriptions on the National Archives Building. One 
reads “What is past is prologue,” introducing you to the next subject, 
“Study the past.” You have noticed that inscription. 

So what we are doing today is also studying the past; that is, I 
shall, as an individual, in arriving at my vote on the funds the agency 
should receive. So, studying the past, we see here that during the 
past 3 years, 1956, 1957, and 1958, the Congress reduced the Presi- 
dent’s request by $2,214,821,750. 

Mr. Ditton. That is the sum of the 3? 

Mr. Passman. In the past 3 years there has been a reduction of 
$2,214 billion below the total the budget requested. In spite of that 
tremendous reduction, we finished the years with unobligated funds 
which would have lapsed if it were not for the fact that the committee 
reappropriated them. Can you not understand that we are up against 
a particularly difficult problem in trying to arrive at what is really 
fair in this program ? 

Mr. Drtion. I can really understand that, Mr. Chairman. We our- 
selves try to study the past and take that into account. I think that is 
the reason this year the program we are presenting is smaller and 
tighter than has been presented in recent years. 


COMPARISON OF FISCAL YEAR 1959 BUDGET REQUEST WITH PAST REQUESTS 


Mr. Passman. Even though the original request is for more money 
than you have received in prior years? 

Mr. Ditton. More money than we obtained, but less than we 
requested. 

Mr. Passman. Oh, yes; always less than you requested. 

Mr. Ditton. This 1s the smallest request we have made. 

Mr. Passman. The smallest budget request. 

Mr. Ditton. That is right. 

Mr. Passman. But it is certainly not the smallest amount of money 
that you have obtained in the past. / 

Mr. Ditton. No, It is somewhat over what we received last year. 
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RELATIONSHIP AMONG WORLD BANK, EXPORT-IMPORT BANK, AND INTER- 
NATIONAL COOPERATION ADMINISTRATION IN LOANS 


Mr. Passman. I know that you are a banker and an outstanding 
businessman. We have certain projects in which the World Bank, 
the Export-Import Bank, and the International Cooperation Ad- 
ministration participate in a country. I think maybe that is true in 
India at this time. In a loan of this type, do I understand each one 
of these organizations is contributing a certain amount; that is, 
making a loan of a certain amount of money to the same specific pro)- 
ect; or does the World Bank take what it considers good, then the 
Export-Import Bank, and then the ICA takes what is left? How 
is that situation handled ? 


LOANS TO INDIA 


Mr. Ditton. No, sir. It is handled in close cooperation. For in- 
stance with India, the World Bank had been active for some time 
and has continuing programs there. The World Bank has made 
studies and reports. It feels that there is a demand for outside 
capital in India which is larger than it, the World Bank, alone can 
supply. India has managerial talent and the capacity to indus- 
trialize herself much more than any of these other countries. There- 
fore, the prime need is ¢ apits al. So they have encouraged both the 
Export-Import Bank and the Development Loan Fund to go int 
India to complement their efforts. 

The Export-Import Bank and the Development Loan Fund jointly 
made a study of the Indian situation and had joint negotiations on 
this subject. A joint team went out to India. The funds that the 
Development. Loan Fund provided happened to be allocated pri- 
marily for the purchase of equipment that will help equip the rail- 
roads, which happen to be one of the things that the World Bank 
has been primarily interested in. The World Bank has bought loco- 
motives, has fixed up tracks in certain areas; and the loan we are 
making is for components to build freight cars to run on those tracks 
which the World Bank in their report said was necessary. They 
felt that the requirement to repay in hard currency in the short. period 
of time which is required under World Bank operations could not. be 
fully met. Therefore, they were very hopeful that we would make 
this loan, which helps them, in turn, then to make more. 

The loans we make are just as important. The real difference is 
when a country reaches a point where it cannot look to repaying in 
dollars in a short period of time—by “short” I mean 10 or 15 years, 
which is the average for the loans—and still has a need for more de- 
velopment funds, That is where the Development Loan Fund comes 
in. We make no loans without first clearing them with those two 
organizations. 

Mr. Passman. But you make the type of loan that the Export-Im- 
port Bank could not or would not make ? 

Mr. Ditton. The projects are the same—the type of loan, the in- 
terest rate. Primarily the provision for repayment in local cur- 
rency is a type of loan the Export-Import Bank of course is not al- 
lowed by law to make. 
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Mr. Cope gin I certainly must apologize if I press you on that 
question. I do want a direct answer. It is a ty pe of loan that the 
Export-Import Bank cannot handle under the existing laws? 

Mr. Ditton. That is correct, and neither can the World Bank. 

Mr. Passman. Therefore, these so-called loans are of such nature 
that you must go to this type of fund because there is no private bank- 
mg facility which you know of, Export-Import or World Bank, 
which would handle the projects that finally will be financed by the 
Development Loan program ¢ 

Mr. Ditton. That is correct, but that is not because of the nature 
of the projects. It is because of the overall need of the country. 

Mr. Passman. I am referring to the feasibility of the repayment of 
these so-called loans. 

Mr. Ditton. That acetear 

Mr. Passman. Whether or not it was a good loan, a doubtful loan, 
or one which we did not e xpec t to be rep: vid. It m: iy be observed that 
the World Bank and the Export-Import Bank are bankers, and this 
other fund is actually whatever one might wish to label it. 


RATIO OF UNITED STATES CONTRIBUTION TO FOREIGN GOVERN MENT 
CONTRIBUTLON FOR MILITARY ASSISTANCE 


You mentioned during your testimony, Mr. Secretary, that in these 
countries where we put up $1, the recipient nations put up $6 in kind. 
That is, of course, putting it up for the protection and benefit of their 
own nation. 

Mr. Ditton. That is correct. 

Mr. Passman. Not for any neighboring nation. Their money is 
for their own protec tion and economy. 

Mr. Ditton. It is also a mutual thing in the North Atlantie Al- 
hance. They are all united. It is not just one country all for them- 
selves, because they would not be able to exist. 


PUBLIC WORKS PROGRAMS 


Mr. PassMan. How are public-works programs developed in these 
countries where defense support, Development Loan, economic aid, 
are given / 

Mr. Ditton. They are developed in different ways. In the De 
velopment Loan Fund the basic part of that concept 1s that we would 
place the major responsibility on the borrowing country to submit 
projec ts which the Vv felt were needed for their economic de ve lopme nt. 
That does not mean when they come in with the idea of a project to 
our mission or embassy we will not advise them whether we think 
these projects are reasonable or not. We help them in making the 
original submission. Then when they make such a submission and 
it arrives here, we require engineering studies and further detailed 
information very similar to that cen in general by the Export- 
[Import Bank before we decide whether it is an economically sound 
project, which under the criteria of the Patitenecent Loan Fund it 
must be. If we so decide, then we go ahead. 

In the case of project assistance under defense support, projects in 
the first instance are worked out by the missions in the field and 
checked back here without reference to the local countries. Until ap- 
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peereters are received, we do not know how much money we shall 
ave available so we cannot be sure how much we actually have for the 
project. Once we have those funds, we then negotiate with the local 
country. 


USE OF ARMY OORPS OF ENGINEERS IN MUTUAL SECURITY PROGRAM 


Mr. Passman. But you do not use the Army Corps of Engineers in 
all of these projects, do you ? 

Mr. Ditton. They do in some. 

Mr. Morrny. In Iran, sir, the Army Corps of Engineers have taken 
eare of construction projects, and in Bangkok, Thailand, the Navy is 
the agent for a number of the projects. 

Mr. Passman. How about the drainage canals in Afghanistan, 
coming down through Pakistan? Is that project engineered by the 
Army Corps of Engineers? 

Mr. Mourpny. No, sir. 

Mr. Passman. It is the local people ? 

Mr. Murrpuy. There is a tremendous project in Afghanistan which 
was financed by the Export-Import Bank. 


SOURCE OF ENGINEERING DATA FOR PROJECTS 


Mr. Passman. I am speaking about ICA, specifically. Do you ob- 
tain sufficient certified engineering data before you proceed with mak- 
ing these loans? 

Mr. Mourrny. We try to get the best data we can. 

Mr. PassmaAn. I know you try. Do you have expert American en- 
gineers on the job authorizing the projects as sound before you grant 
the loan? 

Mr. Dron. Yes. I think Mr. Smith can answer that in greater 
detail tomorrow. I know, for instance, that we use engineers of the 
Bureau of Public Roads to go out and make reports on particular 
projects. 

BUILDING OF ROAD IN THAILAND 


Mr. Passman. In that conection, I believe we are bulding a road 
in Thailand ? 

Mr. Mureny. We have built one, the Northeast Highway. I think 
there are some ancillary roads. 

Mr. Passman. Is that a 200-mile road? Originally the contract 
called for 200 miles? 

Mr. Moreuy. I do not know the exact length. 

Mr. Passman. Subject to correction, I think it is 200 miles. Do you 
recall that the estimated cost was $6.5 million to build the 200 miles? 

Mr. Morreny. I think there was some misunderstanding about that 
project, Mr. Chairman. 

Mr. Passman. You name the figure. What was the understanding? 

Mr. Moureuy. When the project started out, it recognized the need 
of a road which would run between two points. It was recognized at 
the time that there was not enough money available to finance the 
complete construction of the road. In order to get a start on it, as 
I recall it, we made an initial investment of $6.5 million. We did this 
with the full recognition that before the $6.5 million was used up, 
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additional funds would have to be put into it in order to complete the 
road. It was supposed to run, I believe, from Bangkok to another city 
in Northeast Thailand. The first $6.5 million, if that is all we were 
to put in, would have stopped it somewhere in the middle, incomplete. 

Mr. PassMan. We are being asked many questions about public 
works programs in this country and elsewhere. This may refresh your 
memory a bit: “Highway project in Thailand,” from page 159 of the 
House hearings last year. 

Mr. PAssMAN. It has been said that in Thailand a 200-mile asphalt road was 
undertaken as a 1-year project, the cost to be $6,500,000, to dramatize and dem- 
onstrate the United States efficiency and peaceful pursuits. After 2% years the 
estimated cost was said to have skyrocketed to $18 million for the first 100 miles 
alone, with completion not due before 1958. In the meantime, ICA is reported 
to have expanded this demonstration into a series of Thai highway projects 
which by the end of this month will have cost us $45 million, with no end yet 
in sight. Would you care to comment on this situation? 

Mr. Ho.uister. I have that in the same memorandum. 

Mr. PassMAN. Will you submit it to the committee? Is there any way we can 
get the information so we can discuss the matter today? 

Are you familiar with that comment? 

Mr. Mourpuy. I recall that. 

Mr. Passman. All the way through on these public works projects 
the situation is very confusing. We certainly do not know whether 
they are properly engineered. Very seldom do we find that the Corps 
of Engineers has approved of these prone before they have started. 
I am of the opinion that certain House Members are going to be quite 
exacting this year about these public works programs, especially as 
we have recently had a domestic public works bill vetoed. I wish you 
would bring the committee up to date on the cost of this originally 
planned Thai highway. 

Mr. Murpny. Yes, sir. If we may, Mr. Chairman, we would like 
to submit a statement for the record on that. 

Mr. Passman. I wish you would prepare yourself to discuss the 
matter, rather than just submit it for the record, the next time you 
come before the committee. 


REASONS FOR INCORPORATION OF DEVELOPMENT LOAN FUND 


Mr. Gary. Mr. Secretary, why is it necessary to incorporate this 
Development Loan Fund ? 

Mr. Ditton. I do not know whether the word “necessary” applies. 
We feel it is highly advisable for a number of reasons. We feel that 
by incorporating it we will more clearly clarify it and differentiate 
it from ordinary grant operations of the ICA. We will provide a 
mechanism by which it can be better coordinated with the Export- 
Import Bank and the World Bank. 

rankly, we were also considerably influenced by the views of the 
Congress. In both Houses last year the authorizing committees felt 
that it should have been incorporated, and more or less as a trial and 
error method allowed it to continue as presently set up, which leaves 
it in a sort of anomalous position as a part of the ICA and yet with 
a certain separate characteristic and identity of its own. By incor- 
porating it, it will clearly stand on its own, subject to the overall 
guidance of the Secretary of State, and will continue to be closely 
coordinated with the ICA, but it will be clear that it is no longer sub- 
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ject to the direction of the ICA and, therefore, this will clarify this 
— process from the grant process and the other processes of the 
LL 


Mr. Gary. In other words, the ICA will not pass on the projects 
which this fund finances. 

Mr. Ditton. No, sir, except in so far as one member of the Board of 
Directors will be the Director of the ICA. Thus far, we have not 
approved any loans which were not unanimously agreed to by the 
directors, although that would not necessarily hold. Certainly the 
Director of the ICA in carr ying out his obligations as a director would 
study these loan applications, and any comments the ICA would have 
would be submitted. 

In the field we will make use of the entire resources of the Embassy, 
including the ICA mission. We do not look forward to having any 
Development Loan Fund people as such stationed in the field. We 
will get the full local benefit of the views of the Embassy and the 
mission. We will not approve any loans until we have the go-ahead 
of both the Ambassador and the mission chief in the country. 


SEPARATION OF DEVELOPMENT LOAN FUND FROM OTHER ICA OPERATIONS 


Mr. Gary. Then the chief advantage to be obtained by the incor- 
poration is to separate it from the other operations of the ICA. 

Mr. Ditton. That is true. Also, it emphasizes the fact that eco- 
nomic development in these countries is a long-term process, something 
which we shall have to live with for a long time, and therefore we 
should set up a permanent organization which can handle it. 

Mr. Taser. I wonder if the gentleman would yield. 

Mr. Gary. I would be delighted to yield to the gentleman from 
New York. 

Mr. Taser. Is this corporation to be set up on a permanent basis? 
Is that the idea ? 

Mr. Ditton. It will be a Government corporation permanently by 
law, yes, sir. 

Mr. Taser. It will be set up, I presume, in the legislation which will 
come from the authorizing committee. 

Mr. Ditton. That is correct, yes, sir. 

Mr. Taner. Will there be an authorization in there for an appropria- 
tion of funds to start it, or will it go all the way through with the 
action of the Foreign Affairs Committee ? 

Mr. Ditton. There is nothing in the proposed authorizing legisla- 
tion regarding funds except to indicate clearly that the authorization 
which was voted last year for the Development Loan Fund in that 

“apacity will apply to the Development Fund as a corporation. That 
is an authorization for this fiscal year. 

Mr. Taser. For an appropriation ? 

Mr. Ditton. For an appropriation, yes. 

Mr. Taser. Will it set up a permanent fund which will revolve? 

Mr. Ditton. The fund will be a permanent fund which w ill revolve 
to the extent of the appropriations which have been voted. It will be 
exactly the same as the Development Loan Fund is now, although it 
isnot acorporation. It will be a revolving fund. 

Mr. Taser. Thank you. 
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TYPE OF CHARTER PROPOSED FOR DEVELOPMENT LOAN FUND 


Mr. Gary. Is it proposed to grant a Federal charter or to request a 
State charter for this corpor: tion? 

Mr. Ditton. It is a Federal charter. It is a Government corpora- 
tion of the same type as the Export-Import Bank or any of these 
purely governmental corporations. 


CONTROL OF FUNDS UNDER DEVELOPMENT LOAN FUND 


Mr. Gary. Then the establishment of that corporation will not only 
take the funds from under the control of the ICA, but will also take 
them from under the control of the Congress. 

Mr. Ditton. No, there is nothing in this regarding funds, sir. It 
could well be that we would return to the Congress for annual ap- 
propriations or we would return to the Congress for 2- or 3-year ap- 
propriations. We made no attempt re face the problem of how we 
would finance this corporation this year, because last year we did ask 
the Congress for 3-year funds, and the ¢ ongress gave us a 2-year au- 
thorization and a 1-year appropriation. They made it perfectly clear 
that they did not want to go any further until such time as there had 
been at least a full year’s operating experience so they could see what 
the fund did and how it worked. 

We have not that much experience as yet. The fund did not get 
into active operation until around the first of this year. When we 
come up next year, we will have such experience behind us and, based 
on that experience, we will submit a further request for funds. The 
exact financing form will be for the Congress to determine next year. 
Frankly, we have made no decision at all as to what we will request— 
whether annual appropriations, 2-year appropriations, or some sort 
of continuing thing like the Export-Import Bank. That is not in this 
bill this year. 

Mr. Gary. To the extent the funds are revolving, that would en- 
able the corporation to reloan those funds without any specifie con- 
trol of Congress. 

Mr. Ditton. That is correct, subject only to the fact that we are 
fully subordinate to the provisions of the Government Corporation 
Control Act, which would require the submission each year to this 
committee, and to the authorizing committee as well, of a full report 
on the operations of the fund. At any time the Congress could change 
or withdraw our authorizations if they thought we were doing this 
in an erroneous manner. This is exactly the same situation as in the 
Export-Import Bank. 

Mr. Gary. Yes. But the Export-Import Bank makes bank loans. 
Those loans are supposed to be sound. While we hope some of this 
money will be paid back, I, for one, never expect the entire money 
under this Development Loan Fund to be paid back, and I think that 
is generally understood. For that reason it would seem that Congress 
ought to have more control over the specific projects which are to be 
handled by this Corporation. 

Under the Corporation Control Act, the report to the Congress 
would be on the basis of what the Corporation had done and not 
what it proposed todo. The Congress would not have an opportunity 


to pass on specific projects until after the agreements lind been made 
and the projects started. 
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Mr. Ditton. That is correct. One of the things we wanted to avoid 
in creating this fund was the process of submitting these illustrative 
programs, so called, where projects were submitted to the Congress 
before they had been discussed with the country and where we were 
not sure that the country really needed or wanted them. 


FUTURE CONTROL OVER RELENDING OF LOCAL CURRENCIES 


By the development loan process, that will no longer be the case. 
We think it is a much more businesslike procedure. When it is set 
up as a revolving fund, funds that will come back will be in large 
part in local currency. Of course, that will not be effective for quite 
a few years, in any real amount. If at that time the Congress felt 
it wanted some closer control over the relending of those local curren- 
cies, I think that could be considered then. 

The real point in the legislation this year is that we are not process- 
ing any substantive change in the administration, the funding, or any- 
thing of that nature, of the Development Loan Fund. We are merely 
making it a corporation to emphasize the need of its permanence and 
to set it out from the ICA. 

Mr. Gary. What are we going to do with all these local funds? 

Mr. Driton. Over the long run? 

Mr. Gary. Yes. I am not speaking only of these. We are accu- 
mulating local currencies under various programs. We already have 
so many that they are running out of our ears. I want to know what 
we plan to do with them. What is the policy toward these local 
currencies ¢ 

Mr. Dutton. I think that is a real problem, particularly as it in- 
volves the volume of funds being created under Public Law 480 which 
are far larger than anything we are talking about here. 


PROBLEM OF PUBLIC LAW 480 LOCAL CURRENCY ACCUMULATIONS 


I think we have to study pretty carefully, if Public Law 480 is going 
to continue as a semipermanent type of United States Government 
operation, how we are to handle these large accumulations which can 
cause inflationary problems if we would lend back in the country for 
local development projects. These local costs are getting very large. 

There are procedures in Public Law 480 to permit, in certain cases, 
grants with these funds and I think we may decide we will have to 
make greater use of those in the future. 

If it were not for that I think the amount of funds we are talking 
about here could be handled. Our idea would be that they could be 
reloaned eventually, as the development progressed in any individual 
country. Take India as an example. In another 10 or 15 years I 
think there is very reasonable chance that Indian currency will be a 
relatively hard currency and that portions of our local Indian cur- 
rency could be reconverted into dollars or into goods that we could 
take out of India and make use of ourselves, either elsewhere or in the 
United States.. 


FAIRLESS COMMITTEE RECOMMENDATION ON LOCAL CURRENCY 


Mr. Gary. My recollection is that the Fairless Committee, which 
was appointed by the President last year, warned very strongly 
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against increasing these local currencies. They reported that in their 
judgment it was a bad policy for this country to own too much of the 
currencies of other countries, and they cautioned very strongly against 
it. Is that not correct? 

Mr. Ditton. The Fairless Committee did make such a recommenda- 
tion. However, some people in other studies did not come to quite 
the same conclusion. r. Black, of the World Bank, for example, 
thinks that they are an excellent type of operation. 

In our experience to date there is no indication that these holdings 
of local currencies are a source of friction between the United States 
and the country concerned. That has not been the fact so far. That 
sort of thing is merely a supposition and what someone thinks might 
happen in the future. We have had considerable balances in a num- 
ber of countries, and we have not had friction because of it. 

Mr. Passman. Loans from the United States repayable in noncon- 
vertible funds are undesirable and the practice of granting them 
should be terminated. That was the sense of the entire committee 
that signed that report. 

Mr. Dutton. I said the Fairless Committee. 

Mr. Passman. Each member of the committee expressed the same 
conclusions. 


RECOMMENDED INCREASE IN UNITED NATIONS TECHNICAL ASSISTANCE 
PROGRAM 


Mr. Gary. You are recommending an increase in the United Na- 
tions technical assistance program. 
Mr. Ditton. Yes, sir. 
Mr. Gary. Is that program operating successfully at the present 
time # 
SPECIAL PROJECTS FUND 


Mr. Ditton. This increase is meant to go primarily into a new 
United Nations program of technical assistance which is called the 
Special Projects Fund. This fund will do certain specific things, 
make surveys of water and mineral resources, set up regional training 
facilities to finance these regional facilities, agricultural, industrial 
and things of that nature. 

This special fund is supposed to reach a total of about half of the 
$100 million. 

In the work that is being done, in setting that up in the United 
Nations, there is general agreement that this fund should be run by 
a new and different staff from the individuals who are charged with 
the ordinary type of United Nations technical assistance programs 
which are worldwide. We think it will work well. 

As to the regular program, which amounts now to about $30 million, 
we think it has operated reasonably well. It has been well received. 
The idea is that the other countries will contribute their share and 
gradually increase that $30 million up to perhaps $45 million or $50 
million as a total. That makes the total of $100 million. 

The real reason for this Special Projects Fund, as I mentioned here, 
and one of the main reasons why the United States supported it so 
strongly, was that last year the situation was such in the United 
Nations that if we had not been able to find an alternative and one 
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which we thought was a good alternative, and one which we could 
sell to the other countries, the United Nations would have undoubtedly 
voted the creation of SUNFED to which we were very much opposed, 
for it would put the United Nations into the development business. 

We coekinats could not have gone along with that and would not 
have contributed to it, for we felt that would have caused us a very 
severe propaganda defeat in the underdeveloped areas because the 
Soviets were ready to go along. They were ready to make all the 
more substantial contribution if we had not joined that so they could 
show how good they were. 

By the creation of this different fund, creation of which was opposed 
by the Soviet Union, but the rest of the countries went along, we 
have avoided that and we think we will avoid it for a considerable 
time to come. 

Mr. Gary. Our experience in the past has not been a happy one 
with these multilateral funds. UNRRA certainly was not a success, 
and there has been severe criticism of the United Nations Fund be- 
cause of the fact that it gave the Soviets an opportunity to send their 
technicians into other countries. 

Knowing them as we do we know that when they go into other 
countries they not only carry their technical knowledge but propa- 
ganda concerning their ideology as well. I think the members of 
the committee have felt it was not our idea of how it should be done, 
and therefore we have leaned more strongly toward the bilateral tech- 
nical assistance program of the United States. 


EMPHASIS ON BILATERAL TECHNICAL ASSISTANCE 


Mr. Ditton. We fully agree with that, sir. We are putting by far 
the greatest emphasis on our own technical assistance program. That 
is why we have asked for an increase of $17 million in that over what 

was voted last year 

( Discussion held off the record. ) 

Mr. Passman. You have the regular United States technical aid 
fund. 

Mr. Ditton. Yes, sir. 

Mr. Passman. You have the United Nations Technical Aid Fund. 

Mr. Ditton. That is right. 

Mr. Passman. Now do I understand you to say you are developing 
a third fund, which would be a special United Nations Technical Aid 
Program ? 

Mr. Dixon. Actually it is not quite that way. 

Mr. Passman. Operated by a new staff, though, independent of the 
other 2, so in effect there would be 3 items and 3 teams working—1 
United States and 2 under the United Nations ? 

Mr. Driion. That is correct. There will be only one xppropria- 
tion to the United Nations which then will be divided. 

Mr. Passman. You would have two separate sets of individuals 
under that ? 

Mr. Ditton. That is right. 

Mr. Passman. Will other nations contribute to this special fund ? 

Mr. Ditton. They certainly will. The same restrictions apply to 
that, percentage limitations, as apply to the rest of the money. 
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Mr. Gary. You mentioned some other program, the SUNFED 
program. What is that? 

Mr. Ditton. That proposal has been around for a long time in 
the United Nations. The initial SUNFED stands for Special United 
Nations Fund for Economic Development. The proposal was that 
they would start off with a fund as big as they could get, several 
hundreds of millions a year if they could, and go straight into the 
economic development. business around the world with a totally free 
charter to build railroads, dams, industrial projects, or anything they 

wanted to. 

We always resisted it very strongly because we felt we would wind 
up by having either to put up the great bulk or a great part of the 
money, and, “further. the Soviet Union would get very much more 
active than they would in this technical field where you keep them 
more separated from propaganda. If we did not do that we would 
have to say we were not interested in it and see it carried on in the 
U. N. with Soviet contributions which would be a damaging thing 
to us around the world. It would look as though we were not inter- 
ested in cooperating with the U.N. 

Mr. Rooney. What is the present status of SUNFED? 

Mr. Ditton. When they voted this new United Nations Technical 
Assistance Fund they indefinitely suspended consideration of 
SUNFED. 

Mr. Rooney. It never has been activated ? 

Mr. Ditton. That is right. 


PURPOSES OF NEW UNITED NATIONS TECHNICAL FUND 


Mr. Gary. Is this not a technical development fund ? 

Mr. Dixon. It is not a development fund but just a technical 
fund for studies, surveys of the construction and operation of 
centers for study, to teach people things. It does not construct any 
development. projects—no dams, no roads, no industry. 

Mr. Gary. How does it differ from the existing Fund which they 
have had for some years ? 

Mr. Ditton. The idea is that it will go into major projects such 
as the building of these institutions for technical training, or take 
a place like the Mekong River. There is a lot of talk about develop- 
ing the resources of that. There have been some recent United 
Nations studies which indicate a thorough study of the water re- 
sources there would cost $10, $11, $12 million. That is way beyond the 
means of the present United Nations Fund which is about, $30 
million and which is scattered very thin all over the world. E per 
country that wants technical assistance has a right to ask the U. 
for it. 

The idea of this was that it would cover some of these basic surveys 
in individual areas which might be very expensive and which could 
not be covered elsewhere and which will not spread itself all over the 
world. 

Mr. Gary. Will these funds be on a matching basis ? 

Mr. Ditton. Yes, just as the other. The same thing applies. 
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PERCENTAGE OF UNITED STATES CONTRIBUTION TO NEW FUND 


Mr. Gary. What percentage do we propose to contribute ? 

Mr. Ditton. The present law provides that our contribution next 
year is limited to 38 percent. The law further provides that the fol- 
lowing year it is limited to 33 percent, which is what we contribute 
to the U. N. generally. 

I should inform you that there is a move in the House Committee 
on Foreign Affairs to increase the precentage limitation from 38 to 
40 and pegging it there rather than nee it down to 33 percent. 
This is a project conceived and fathered by your colleague, Dr. Judd, 
who was our representative up at the U. N. last year and the General 
Assembly became very enthusiastic about this subject. 

I don’t know whether the committee will follow him or what Con- 
gress will decide to do, but there is that matter which will be up 
shortly. 

I did not want to leave the impression it was not there. It was 
nothing we proposed because we felt we should back the laws which 
exist. 

DEFINITION OF DEFENSE SUPPORT 


Mr. Gary. Can you tell us something now about this defense sup- 
port program? There has been at least one report from one of the 
committees of the Congress in which the charge is made that the de- 
fense support, as it has been operated in the past, was not in fact 
defense support at all but was an economic program, building various 
powerplants and other projects in these countries which were not re- 
lated to defense. 

Mr. Ditton. I gave some testimony before that subcommittee and 
I have had an exchange of correspondence with the chairman of that 
subcommitee. I think the problem comes down to this: Defense sup- 
port as we have defined it, and as I am sure the Committee on For- 
eign Affairs and this Committee have always understood it to be, is 
the economic assistance necessary to enable certain countries to carry 
these military burdens of large forces which they otherwise could not 
carry, such as Korea and Turkey. 

The support is economic in nature across the board and can cover 
anything. It’s purpose is military, to enable them to carry these 
large military forces. 

I think the latest word on that is a letter I received from the chair- 
man of this committee which said in effect that after studying the 
record, probably the information which we submitted last year to the 
Congress bore out fully what I am now saying. He then made the 
point that most people in the Congress who did not have the benefit 
of the work of these committees did not really understand that that 
was the purpose of the thing, and they thought because of the name 
“defense support” that this was something which was limited to 
building military barracks, paying troops, or something tied directly 
into the military forces. He felt that situation should be clarified. 

We have taken one step this year which was particularly recom- 
mended by that committee, which was separation out from defense 
support of countries where support was given to help us maintain or 
acquire or use bases of our own rather than substantial local military 
forces. Ithink that committee is pleased by the fact that it goes along 
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with what they had in mind and the fact we are now going to carry 
Morocco, Libya, and Ethiopia in the special assistance category. 

I think, basically, they had some feeling that this term “defense sup- 
port” was misleading to the average Member of Congress and some- 
thing should be done to clarify that, either by changing the name, or 
if we kept that name clarify the meaning of “defense support.” We 
are perfectly open to some change: of name but we think it is an im- 
possible thing to change the definition. 


HYDROELECTRIC, FLOOD CONTROL, WATER RESOURCE DEVELOPMENT, AND 
PUBLIC WORKS PROJECTS 


Mr. Passman. Could you tell us what part of the funds requested 
in this budget estimate would be used for hydroelectric projects, flood 
control improvements, water resource development, and construction 
of public works on rivers and harbors? 

Mr. Drixon. It is all in the en book that we can break it 
out and give you a report on that, 

Mr. Passman. Would you please oo for the record a list of all 
such projects, together with the funds provided them, supported in 
fiscal years 1956, 1957, and 1958? 

Mr. Ditton. Yes. 

(The information requested follows :) 


TaBLE I1.—Summary of ICA or predecessor agencies’ obligations for irrigation, 
reclamation (including flood control) and power projects, cumulative, Apr. 3, 
1948, to Dec. 31, 195? 

[Millions of dollars] 








! 
| 
Table in Obligations 
Program which detail } as of Dee. 
| isshown 31, 1957 
ICA and predecessor agencies’ programs, total = $440. 1 
Inactive programs: | 
European industrial projects____- bike igubcuannasnuetianneneiaiten II 97.8 
European overseas territory projects. sachs Usa a entaisininca iat ibaa Ill mf 4.1 
Continuing programs: | 
Far East - shit eajhtestati Neccehcniermisiee CON IV | 164.3 
Near East and South Asia__- ditsnntedebibbiaadahe ian Vv | 140. 2 
Africa ‘ tiacdins paaloecalaaie VI | 7.6 
Latin America_.._. baa dd anes add eeAEE. Vil | 9.3 
WG vsincs ccc scan tn bc a2 cca abssaeaenaress cenumetianinmae Vill | 16. 8 





Source: International Cooperation Administration, Office of Statistics and Repu, age: 18, 1958. 





. 
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Tasie I1.—European industrial projects,| ICA or predecessor agencies’ obligations 
for irrigation, reclamation, and power projects, by country and project, Apr. 8, 


‘1948, to Dec. 31, 195? 


[Thousands of dollars] 


| Cumulative | July 1, 1954 | Prior to 








Country and project | total through through fiseal year 
| Dee. 31, 1957 | Dee. 31, 1957 1955 
of | 
sateen eas acaiebei se neeiciciche cheng ee nad —|—_—— ee 
Europe total__--- ; Sicteetion Le 8 | —$2, 285 3s | _$100, 123 
Denmark: Steam electric station (60,000 kilowatts) at Kynby-- 3, 317 | r 3, 317 
pees... Soc ; asf 17, 879 | —150 | 18, 029 
Extension of the office du Niger irrigation project in | | 
French West Africa = 1,191 | % 1, 191 
Thermal electric powerplant at Dechy (120,000 kilowatts) --| 11, 921 | —127 12, 048 
Boiler for steam electric station at Arrighi (100,000 kilo- | | 
watts) _- 2, 444 ‘ +t 2, 444 
Boiler equipment for steam electric unit at Nantes Chevire | 
(100,000 kilowatts) - 1,801 | —4 | 1, 805 
Boiler equipment for 2d steam e ele ctrie stat ion at “Atrighi } 
(100,000 kilowatts) net f22 | —19 541 
" —— : oes 
gc scans ds hapetsh vie sesh ansnceneaeeinoso es ati cartl ps akon ov asada oat | ¢ 857 -4 4, 861 
f ree srs oe gna = 
Expansion of hydroelectric plant on Sog River atin 3. 890 | 1 | 3, 891 
Expansion of hydroelectric plant on Laxa River ‘ nel 967 | —3 | 970 
ee A ee eee en IS 59, 979 | —2, 131 | 62, 110 
ow eee potent — - “ 
Steam electric station (50,000 kilowatt) at Genoa_________- 5, 510 | —159 5, 669 
Steam electric station (60,000 kilowatt) at Palermo cn 5, 730 | —336 6, 066 
Turbogenerator with 60,000 kilowatt capacity to serve | 
northern Italy _- | 6,092 | —138 | 6, 230 
Turbogenerator (50,000 kilowatt) at Genoa for Societa 
Edison, Milan. sane -| 6, 111 —58 | 6, 169 
Turbogenerator (i 50,000 ‘kilow: att) near Turin for Societa { } 
Idroelettrica Piemonte 5, 937 —159 | 6, 096 
Steam electric station (60,000 kilowatt) at C pisetoochae 1 | | 
Rome Wes ve 5, 608 | 502 6, 110 
Steam electric station (60,000 kilowatt) at Naples 6,014 —83 | 6, 097 
Steam electric station (100, 000 kilowatt) at Piacenza 10, 357 | —162 |} 10, 519 
Steam electric station (30,000 kilowatt) at Naples .| 3, 280 —69 | 3, 349 
Steam electric plant (120, 000 kilowatts) near Tavazzano for | | 
a 2, 478 | —102 | 2, 580 
Addition to steam electric plant (30,000 kilowatts) at Turin | 2, 862 | —363 | 3, 225 
Netherlands: Thermal powerplant (124,000 kilowatts) on the | 
Amer River 3, 092 
Portugal: Irrigation and power development ‘in the Sorraia | 
Valley and plains of Villa Franca__--_.......-....---.-- 897 | 
| ae oil Sane eee 7, 300 | 
Thermal powerplant at Burcena welmica saa akaeen 3, 650 
Thermal powerplant at Escatron..........-.....--.-- 3, 650 
International: Austro-German hydroelectric powerplant at | { 
Braunau on Inn River__.__--- say: Sisco lasasindcaiadsiabaiaia aac BE ck ces okie odie | 517 


1 This special program, in which certain procurement authorizations issued nm ECA and 
MSA were identified with various European projects, was ee ae tae active during the 
s 


Marshall plan period from 1949 to 1952. The last projects added to th 


two thermal power projects for Spain authorized in June 1954. 
rent status, as of Dec. 31, 1957, of the obligations originally entered into during that earlier 


period. 


program were the 


This table shows the cur- 


Source: International Cooperation Administration Office of Statistics and Reports Apr. 18, 1958, 


T. 
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TaBLeE III.—European overseas territories ICA or predecessor agencies’ obligations 
for irrigation, reclamation, and power projects as of Dec. 31, 1957 


(Thousands of dollars] 
a nay 1, 1954, | Total prior 
thr 


Area and project total as of ough to fiscal year 
Dec. 31, 1957 | Dec. 31, 1957 1955 


DOU soc tcisacs ick hcceliee cnn teasscasatessedetieiansd $4, 084 —$228 $4, 312 
Belgian territories: Belgian Congo soil survey...........---.--- EE. Siccenttichitcapinntians 38 
French territories: French soil conservation program, Algeria. BON Ton ccneiedesoy 535 
Netherlands territories: ‘“‘Eysvoogel plan’’ land reclamation, 

lds oo oteatinande certs tsieenatnns en schanardcigeabiunssedimiarttnenaiadentaprede 1, 084 —212 1, 296 
CS ND CHER oink tine cececnadccecececusduses 2, 427 —16 2, 443 
ES MR ati sttck ctebwcdatacudacdinntteduemennion 2, 203 —16 2, 219 
Mid-Clarendon irrigation project, Jamaica_.........--...- RO Deeibeetekpcets 175 
Construction of reservoirs, British Somaliland. -.-.........- pg Mea Reine 32 
Antierosion and reclamation, Cyprus. .......-.......-...-. pf LE ae 17 


Note.—This program, in which ECA utilized European program funds to finance directly specific proj- 
ects in the overseas territories of European countries, was active in fiscal years 1950 and 1951. This table 
ones | the current status, as of Dec. 31, 1957, of the obligations originally entered into during that earlier 
period. 


Source: International Cooperation Administration, Office of Statistics and Reports, Apr. 18, 1958. 


Taste IV.—Far Hast program—ICA or predecessor agencies obligations for 
irrigation, reclamation, and power projeets by country and type of project, 
June 5, 1950-—December 31, 1957 


{ Fhousands of Dollars] 








Oumulative 
total through 
Country and project Deo, 31,1957 
OE TORO CO one ienciictinteiaindnsncetibgnnpwatn igen $164, 276 
Cambo@ie; Laos, amd. Visti 6355 3s eee 1, 251 
Irtigation and reclamation... i022... occcccensccccesscnss 794 
EMOTE OWE DUOMO ak ic etinikcccenitteaeenicdnaepnned 457 
CRD SeiniteitcnnS amen aod oa aad 980 
Irrigation and drainage development____.___.__-___________ 960 
IEE BROE DE WE niin inne Scag ie itg ining uicimenin ees 20 
CTR | CNG ia a es gk eee pane eptmnerebsienne 69, 488 
Tierene Byars: power sath... 4, 082 
Tien-leng (peaking) hydro power station___________________ 5§ 
SO: I I ae sec eee elonteas 1, 478 
RR Cn SIO I cesses etn setae rerccaeateacedeatenmeenen 457 
Sun-Moon (peaking) power station__...._-..----___________ 74 
by eg kG. ee a a eee 396 
pe Be i a Sc | | en cn a eee 78 
ONT I Sg CR ai sae acadaetetcics eeesiesiniietnt nearest canincteeine 462 
EO CECE DOW OR OC i iis. ceciecennen 38 
DORI GUERIN: I IN a cic chaste nda ender 5, 909 
Se Oi RE CERIO a aici ache cpl a sige ean 4, 905 
RUE RURIE DS UIPCE TIE OA i cepiarcaIigcgnra Ieinis nected endive iasiaiocaa 1, 571 
Power transmission and distribution___._._._.__..._...._______ 16, 599 
MCR IE NORE; BANE OCI Dosis scsi scien tewccosncntnsn Ninian 180 
Farm reclamation___._.___---_ nema eliiM am he ek aaa 80 
By Wn Se Coo sino ce eceticeme cence ouiniadaes 124 
Re Ne WII PI i esis ca tiessctceresee Netrtatcan easel 305 
Primary system improvement________ seanleshiisies tsciiag Seaceiiansiet abbas asi 5, 505 
SUmreeeP Na: WEN TINIE INI SOON sci eaten cacidcdindsaninddace tena ise ad 7, 818 
NT Ce signi ss tna ceca eceeetaneoacasain aie Recadiametiecana Bete 7, 603 
RAC TI TAP asi since) onl anes] deaicaiaastanadidig nies Diino cciatabaaie ate l 2, 904 


25164—58——_3 
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TABLE IV.—Far East program—ICA or predecessor agencies obligations for 
irrigation, reclamation, and power projects by country and type of project, 
June 5, 1950—December 31, 1957—Continued 


{Thousands of dollars] 








Cumulative 
total through 
Country and project Dec. $1, 1957 
Wewtee: RYGTO CGM 25 o5 ces omeiiecceuwducmnaneannemeneiweus $2, 013 
Sern ORRIID,, CIO dcr ca died Sibiu ead 58 
Hydroelectric power development___.......-____-_-__--.-___ < 
Raiwan Gydre pewer praett.. woo nono cee endow sn. 5, 484 
WOGEE POUOUTOOS SUPEVOS uo ccsdaiinds diniien det ddan etiies 176 
ERNRINEE | © MOONEE i cain caraincce ca oecuesabacienaa nee 898 
Land development and conservation___...._-__-_-.------___ 825 
Soil conservation and land utilization.__..__________-______ 73 
Te go aah testa aab eveedioiateme aad uuenas abies aesamcomiaoee es 61, 656 
Thermal power developments (Seoul, Pusan, Samchok)______ > 250 
PSCROt El DOCG acto c Cc anetneinsapenbdecames , 9438 
PO: SI ia ost as tials intend akslg ib alerd enact lpiecbeaie - oa 
Esrigation and: land reclamation... nose en ne eck 8, 183 
pGra exploratory ever 63s ecb ee deta ke~ 450 
Power rehabilitation engineering services__-___-__- lao lta 1, 342 
Thermal powerplant transmission lines__-_.._._.-..-__.__-__ 4, 499 
Forest and watershed management__._..__..-_____________. 1, 702 
Rehabilitation of Yongwol and Tangin-Ri thermal___________ 2, 413 
Rehabilitation of Chong-Dyong Dam__-__...-__.__-________ 2, 000 
Rehabilitation and improvement, electric power distribution 
I iit aed cciriie Rs Sete ois si didn hoch ei 1, 500 
Rehabilitation of Unam powerplant__...-.....-___________. 115 
Forest erosion control and steam improvement __.__-._-______ 408 
os AA ee sisal ac nila ese ee bataas lle Sicbstae caibichetabie at 534 
RT TN or sccstinnieds cocci ong accnaitamenadbindgiiel Maabiat cia 50 
DOWEEGIATS “CROTON 5. ss. iii a arenes 454 


NN ss amps estes inho ah licnchininlhon Rhee deh rina eiaiicn ts teaideben 16, 707 








Water resources plannng development__-_.__.-_____________ 534 
rN IN cs erin cio Pa ape nto vives nts ola enh a co eiaeaeae ia 1, 765 
Irrigation, gravity (rehabilitaton) _-______________ eteibi abate 1, 461 
Irrigation, gravity (new systems)__.-.-__-__-__-_____ opal Ri 5,171 

Ee a ass. orascnuiteanlicee mininaiancolsavandiepedabatedaeiaaceacadndas tee 323 
Ren nN ss, sn tena ecgecncpargd adenine oe eae 959 

Be NN ass ars ont oes nd aaa Ree ia as eas 2, 178 
I a iim sects cee dipnigttenadeaetidinticaiun ta aaraieeh tence eed ne 2, 045 
RECCtrEe Dewer. SUIVEY oo. otcccccducan enw beeskenadagedeues 6 
aga! WR Eee ee re A ee I el oy) Jo 1, O75 
Power market developme OE nee eg ghee Seema 1, 190 
Thailand____-_-_- $a fae os on ata a near nce diane ee einas dane itis abi aided teil tate a 11, 459 
| SETINNIION RE “COCIRMAIION oss kn ca enw 6a aehaivsaoee eas 9 807 
Power system survey and rural power___________________ — 1, 451 
rae ER oo ok ees — pete ace eee ncaa edie senditde aoa Canal 511 
Ground water See Te tiem enter oonkalee te aa 
mee een terminal techn | 2 ce Se 3, 469 
Sanewo ier: POW. a Se ee ae 1, 950 
MUNIN so nec Soe se SL aletenen Oautbe dae elas nated es ossshe a i 1, 303 
See et: Bi Gre ineete «2 a eee a ee 299 
Reforestation and erosion control_............._.._______- ~ 154 
Beer ie DOWEL CPV IONE eo ick hci cowed 850 


Source: International Cooperation Administration, Office of Statisties and 
Reports Apr. 18, 1958. 
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TaBLe V.—Near East and South Asia ICA or predecessor agencies’ obligations for 
irrigation, reclamation, and power projects by country and type of project as of 
Dec. 31, 1957 

(Thousands of dollars) 


Cumulative 
total through 
Country and project Dec. $1, 1957 
Nei? Bast and. Beuth Asta. totel...n.o< so inne nccccesauneonn $140, 240 
Afghanistan: Helmand valley development___.............__------- 6, 263 
Ceylon: Irrigation and land development___._--._--_-_-----------~- 2, 345 
4, 557 
Egypt: jaca 
ue CIIEE  WPGIUEIE TUN OUN o ok isiosL etcencteentc ec caeadel 348 
PCC ~ CN a ri i eect edna incisive techie aniapiganinenine 219 
Drainage investigation improvements___..._._---_--____-----___- 29 
ame Gnd -wahter aceite erence stances 144 
Land reclamation and development (Abis area) _--_--_-___---_~_~ 2, 337 
Land reclamation and development (Earis Qasta area) _.____-~- 968 
Land reclamation and development (Earis Kom Oshiem)-—~~--~--- 512 
ia ie deen a ce eat 12, 639 
Thermal electric plant in Eubean Gulf territory (80,000 kilowatts) — 7, 040 
Electric transmission, transformation, and distribution from Eu- 
aia: Gad: Gebribars. ORR Re sacri te ceca 198 
Electric transmission, transformation, and distribution out of 
Ane - Qik Sea ak, ce eee 83 
Electric transmission, transformation, and distribution out of 
RNG NE arise th aes a ore na es ee een 129 
Hydroelectric plant (5,000 kilowatts) at Louros_____...____-__~- 2 
Electric transmission, transformation, and distribution out of 
RIOURGN - SN at benno ee aaa atte 3 
Owner/engineer services to Greek Government on Greek electric 
WOT PUR in aren aii nn eben a ee 4, 996 
Advisory group on land and water development_________________ 63 
PROCELES POWER TUCO CUTIE ais i ti ki cco 5 
Irrigation farm practical demonstration___.._....._.....______- 25 
PD anise Sein oes ash oma pt en ea cee aero aegren eee 44, 781 
ron: wate’: CUP RRIOs 5 ae ss ei hen ae one ewe 18, 686 
BE CREO CCC iis ini ecceses shtntpn net caintanininsatapaicdd aati 8, 144 
RIED NR I ai ie oo tn oa las eescinc baidnceomectint rio ees > 4, 069 
Wee DOU Gs iin aise cman 500 
Technical services water resources and power development_______ _ 653 
Reema’ Cay een 36 bi nn ee 6, 458 
ResRetnee peer -Tetreee so sk eee ee 1, 065 
re i ea ea a i etre eee 256 
Remeeeeney CIIN aa i aetna ae cs ete eee 85 
Development of forest research and desert afforestation_________ 5&7 
Technical assistance in irrigation research institute__...________ 88 
URI: CRNMIINGE SONG i a re ta cana tea a ns ic concn iaa 4, 000 
Electric distribution system training center______..______________ 290 
BOR wala iat bak cere tea ach cascentas evanescent othe as ggeaiiagli ieee peiadeaeiate aes ied 2, 923 
en CDR: “a a a, Ss sce eae sa an eins hata daananiiaiaeee eee 137 
De, SN ns on ea ice peg amen ian ahaa Gauiea ae eee 50 
DAI) RI UI I oases cacotees ene ane nasers ws Sr tsaemciniditn ae ealaniiaiiientncemaadcadaa eae 189 
BE Oe Ca UII OO I scree snc ce nec «hc ics akg heed comnts 158 
RNIN RDN IOI = caacao a ses Seg chmnieremieensds ote vstan Semaanaed Mimiebecmaiacaain deed 143 
po Sanne Re BRN Eien 058 SF lS RO, a RN Tae “i 208 


Irrigation Bongah__-~_-~-~- rit caitvaaeeldlik inbeans cae castle Se 95 
1 All projects listed, except the last 3 entries, were originally authorize4 under ECA and 

MSA as part of the industrial projects program. The data shown represent the current 

status, as of Dec. 31, 1957, of the obligations made by ICA’s predecessor agencies, 
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TABLE V.—Near Hast and South Asia ICA or predecessor agencies’ obligations for 


irrigation, reclamation, and power projects by country and type of project as of 
Dec. 31, 1957—Continued 


[Thousands of Dollars] 
Cumulative 
total through 


Country and project Dec. 31,1957 


SI: Un $42 

Deep wells, Yezd area (for irrigation) _....__...______.__________ 147 

peevelopment of Khusistan Plains... 425 

I 487 

INI "RO RN ates ae 657 

IIRC UTI 2 

Reclamation and irrigation development.___.-_________ each 183 

Iraq: 895 

ITT cin rchaseetaienn thal esbo decina ended heeded di 49 

Seema SODERINCE WOUAIVRD MUNN is cain inc Encinitas aah eis ae 334 

Irrigation and drainage laboratory__.._._...........____________ 12 

Israel: 244 

ag SE I aE ee a rot OT EN ae 219 

BR EG 1. recess inlanesgnquneeprnglaloenn hanesiiem andi tbamalatee tis 25 

Jordan: 4, 068 

Range management and ground water development______________ 7909 

FN ETL RUIN sian wiiaovn rescence Rndpoeinacamieinneuaeaiatabaas tel 1, 327 

NOU. FT INGER - RU OEE EN ot ceruss cxeerstviniin onlinmnisies neat dcletenadliaina tra cokaiiae 388 

UNI SN ikon cs ange tenn ch mag epee paige wok tbat Aantal tae otha 12 

RU UE III sateen ae csieepsiegaeieap sens cage lahelibbactsintliaeae 125 

ORCUTT. BG GOL CORNCT VATION 26. ircik wisi cena enwinecemns 1, 122 

I TN, WO ROOT OO iiccrecreein ei emg inshnintesgtinniniaeivecaadcal 885 

Lebanon: 1, 692 

I eit saca m-iia dled mania elobencieali bd teenaged inne beseech 93 

I Rt hho ei nine eins sna enT cd cane edad aise 469 

In RO alia er piaeemesnnlmcmeei Saeed a mUeD 548 

eee ena RENT URE WO in eden eis wescnecthicapcaiclies 399 

Se IPOD ccc aids: /cosce onesie paces soaker tentang ieelbbanin ceeeatndpiiete 183 

Nepal: 778 

a I ae acer ect icnherivaigsnciinsi einer son ial cntalil ata aaa 546 

I a eC I sat neces ss soe toevoegen achdine lbancaperpasioae 5 

I INI yO EO asm cs ive core anrnpnsiaraneeahielhdak ili awaiealieseeiaainnnlien sel 9h 

Nr eR OU cs isiescncsni conse eran gins eninninecerainighoally nietinerets 3 

SG UATE RUIN CUO i hs sonic ndeensrnencech an tlarmiead Aiireg eacatengeslaipal inet 79 

Pakistan: 36, 084 

IN oss on os ccancepes meg neanin ppeeneeinaenes sd axial aie eesailiaiaiad 215 
NUON MOUICEMUNUNOU CIID ID cin sail oars alesis pine dea ccs sends bcgiba pas taralaa tal 841 

Ground water exploration and tube wells___.____--_____________ 192 
i Ren UNILAIIE. SE ee oo vrereesineeio ule ebe es amins 2, 524 
. en mE PILES COREINOR WEIN 5 as a ae cher ceeeeerenlailnt 274 
; SI TN ase wine eects Se dee cscs ices ccnp seal nn Soca dae aa i ian 6, 313 
Soil and water conservation Baluchistan (Sailaba)~-.._.--.______ 130 
i Soil and water conservation (range and pasture) —~.-.._-_-..______ 55 
ese BPOUHG WRLSE SUPVCY . sooo snch sat kneeidieoes a 5, 058 

| ee ITI SATEEN OES os. iodo eacsoecstcatepaeatnctlnetice aeelas ici as Sites un 1438 
Karnafuli multipurpose (power and communications) ..-.._____ 16, 739 

Multan Lyallpur power transmission____._________-.-... sieht 3, 600 


2 Includes range management for $44. 
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TABLE V.—Near Hast and South Asia ICA or predecessor agencies’ obligations for 


irrigation, reclamation, and power projects by country and type of project as of 
Dec $1, 1957—Continued 


[Thousands of Dollars] 
Cumulative 
total through 


Country and project Dec. 31,1957 


Turkey: $23, 471 
Sariyar hydroelectric power project.___.____.-_-...---___--______ 14, 668 
Bosphorus aerial transmission line—overland transmission line__- 8, 008 
RR TEOGE TSI WIM E aiic cescsmstsceictrcnecnitcamceabnnn eget iienmiitiael 399 
Soll a Wher TOROUNN ies eecceeninien 302 
Maintenance of hydroelectric powerplants_.__...............____ 69 
POWOR DUR Dscnctictttrintietincbindsin i ates 30 


Source: International Cooperation Administration, Office of Statistics and Reports, 
Apr. 18, 1958. 


Taste VI.—Africa—ICA or predecessor agencies’ obligations for irrigation, 


reclamation, and power projects by country and type of project, July 1, 
1951 to Dec, 31, 1957 


[Thousands of Dollars] 





Cumulatwe 
E through 

Country and project Dec. $1, 1957 
IRE WMI siiiSctinncic- cccspeebeamn arenes dopcneashiguninnbabdasanin teat Saasiibeeeiiaiemdeihacieeae tated teal $7, 649 
IIIA ONIN xa nins let orhagsic ahs hcounig oaetatbaeet aie eter amemmoidammatin ietadinenteaaaandaaiie needa 1, 668 
Oe MUG SIRURICIIET TRI IN setieschthteccenscesotnneetccndiintoctnisciete been niaatncaemass 147 
Wan CEM ree CDCI ere a ae ok cececcean cute 400 
DECI SIE Wai in kh sccacs acces ctens cys Aldine n osctaicaa 148 
‘Water resources, Bluse Nile SUPVOGs nnn no ii oe 973 
TIN sn sss conn co concdsatsonegpieentipanaisioabaiocamealiilamadmientebadcminias ea ecmcaed adits 185 
eNO SI as oer cn ca neice en nob ilameaaneni 27 
RIE UE WN i incase chet ipa ph genic tnaodenscincdaaads Geese 158 
A Ona aia hatin gate tease op anna eeaan oat alltllniie aia reeked 5, 182 
TEE TO aera ceetipinaiaceictnep eesti 3, 500 
Development of small municipal powerplants__._._._-.----...-_. M+ 
Groundwater research and minerals development__...__________ 258 
DETAR EIO : IE rites ennccsctinnincnnicenntshiscnitistipvieinnitttaeniaiilitii 128 
OCR DUCTILE TE CN WER IO incr cnctiren rec. anchtinarinen sh taechinenignien is cecbemoeonis 167 
I I i sicscrcs setliercimenpeictictinn th tacistiicniniaistatnaiaininaiinnienias 79 
Soil and surface water conservation__............_.---.._..... 966 
Overseas territories, United Kingdom___.....--......--.---_--__-- 614 
Land planning and soil conservatiton._.......-..-......-_-.... 580 
TPPIGRURIG DEORTAN onic cckeicmcninntimnddenthmasiied = ot 


Source: International Cooperative Administration, Office of Statistics and Reports, 
Apr. 18, 1958. 
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Tasie VII.—Latin American program—ICA or predecessor agencies’ obligations 
for irrigation, reclamation, and power projects by country and type of project, 
July 1, 1951 to Dec. $1, 1957 


{Thousands of dollars] k 
Cumulative 
through 


Country and project Dec. $1, 1957 








IPN. ODEN Bi csi tasdls c winesitesscbbscano oa ecient one nasias ww anlabeniaiotae $9, 323 
I acl cots’ ci ce ple taste cst sprerincliighnciin at. eae nag bok gaisieasineiaabsldd bat i dbice acetate 406 
SO TERT N RINNE oa. o. ecisnins Si anasiniah dncndpeneencencihe ne es anw A apiainindb tees old 110 
WL? COMBCPVEGION, — ... rsccctnnncieniincigel pian nasawaueehl 38 
ete RNIN WCU nc Siig ack wins dence ate nsmeiciig een naib abil obiall 154 
Reforestation and soil and water conservation_____.__.__.______ 40 
Rs ES ss s-cs ts acl dis ies 0b, dein ncvepeio ahs mstiticiemptchan ier ce aed die 55 
PI ne VI TRNIIIN csc er i ao atic teenie tbhcindg te berneiablan erties bape dcninieison 9 
Colombia: Power resource development_____.----__..----_---___- 94 
Costa Rica: Tempisque Valley (water resources development) —_____ 6 
Dominican Republic: Hydroelectric and irrigation survey__._._._____ 9 
El Salvador: Land and water resources development_______._____- 2 
NUTTIN gts ce pc cess spp cle le tate airline 3, 791 
Rural development (clearing, land preparation) _...._.________ 2, 038 
Rural development (small irrigation works) —._.....__._.-______ 654 
Rural development (including land development) —--..__________ 1, 083 
PRTee GOVEROTERORt CITI CIN) ashe rtcnet editicicwtcinn 16 
rene ek CT su llamas aiheeibcastogson cre enka a eben co 4, 402 
Saevenonsens OF AStIpONIte VENT. on nd coc cccemntaencsasenn 2, 475 
RUIN UN pd ec ce be vas secs anleverrabieans coca reid nieces ela 110 
National irrigation development program__._.._--__._____-____ 1, 320 
Be a fiat ae a a ace a ae aint tee ele natin 60 
Development of Quartier-Morin Plain._____.______--____.______ 209 

Fe NE * CONN sisi ici increta sai acemndgna aba 2 
Honduras: Land and water resources._.......................... 149 
Nicaragua: Land and water resources (reclamation) —.--._.._.______ 56 
Panama: Water resources development___......-..-.---_.--_- 34 
ta eet. sa seaisd Gee endgnaimeabionr nade ob aeioaptanetaio ace cipeehastaia sata cantieitiiaede ice deatsd uniivas mare ia tie 289 
er eeeereres ‘ia Ses GI ee sautninipeeembenbric 252 
mT GUNN UNINC Oa cadet crashes a egeasdv abate opens caanasdincaspsirentsi oom iiias 37 
British Guiana: Ground water specialist.__......--.--.-...--- 5 


Source: International Cooperation Administration, Office of Statistics and 
Reports, Apr. 18, 1958. 
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TaBLE VIII.—Europe—ICA or predecessor agency obligations for irrigation, 


reclamation, and power projects, by country and type of project, July 1, 1951, 
to Dec. 31, 1957 


{Thousands of dollars] 








Cumulative 
through 
Country and project Dec. $1, 1957 
NI I aici cee shieg Sains oceanic nace eneaete Maio ad iates aidan ced tink Ee alia $16, 811 
Iceland: Sog development, upper Sog hydroelectric plant and Kefla- 
Vie Xie Baee WG. bi cess ae aes 5, 000 
II ainsi ip wr ss ac sn lea cata ng sa ae ar ial Nala 11, 684 
Thermal powerplant boilers, Cadiz, Malaya, Almeria_______-_- 5, 708 
Electric power fiscal year 1956 “bottleneck items”__.._______ 8, 892 
Electric power fiscal year 1956 “construction equipment’’___~- 1, 937 
SOU DU ine han ee nace aberdeen suaenrinienetned 42 
EPTRRETOEE CE FOCI CIO. nbs end occ ee en bomen §2 
ES Ee 5 See ae 16 
Electric power transmission and distribution_____..._________ 37 
WeORNUEe is en eo de ce ede Seis nh a cabana 127 
SD, : SII aa ic a cttiscnin hep eapa in caaienietcne pants itimadbeana 53 
Power 7 


Source: International Cooperation Administration, Office of Statistics and 
Reports, Apr. 18, 1958. 


INFLUENCE OF UNITED STATES FUND REDUCTIONS ON FOREIGN COUNTRIES 


Mr. Gary. A few moments ago you referred to the fact that you 
thought that any reduction of funds by this committee would tend 
to encourage other countries to reduce their funds. Did you intend 
to indicate by that remark that it is your opinion that reductions 
made by England were a result of the reductions made by this Con- 
gress in the — al security appropriation ? 

Mr. Ditton. I do not think particular reductions made by the 
United Kingdom could be tied in that closely. 

However, if we are in the process of reducing our own appropri- 
ation it makes it more difficult for us to argue with the other NATO 
allies that they should do something similar, which we have been 
trying to do. 

I did not have only England in mind. There have been similar 
moves in Belgium and other countries. 

There what we do is to follow it a little more closely. I think they 
would have done what they wanted to do, anyway. They make up 
their minds and go ahead and do it. 

Mr. Gary. You mentioned England specifically. What reasons did 
England give for its reduction ? 

Mr. Ditton. Budgetary reasons. 

Mr. Gary. Their own budgetary reasons ! 

Mr. Ditton. Yes, sir. 





INCORPORATION OF DEVELOPMENT LOAN FUND 


Mr. Rooney. A while back, Mr. Secretary, you stated that experi- 
ence with regard to the Dev elopment Loan Fund to date has been more 
or less negligible. Might that not be a good reason for the deferment 
of the incorporation of the Development Loan Fund ? 
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Mr. Ditton. I did not mean when I said it was negligible that—— 

Mr. Roonry. Perhaps I used the wrong word. I understood you to 
say there has not been enough experience with regard to the trans- 
actions and conduct of the Fund. 

Mr. Driton. We are in full operation now. We are a re 
loans regularly as we go along, approximately something i} e $130 
million of the $300 million having Sen approved to date. We think 
most of the $300 million will be approved for loans or administratively 
earmarked for loans we are seriously working on with the borrower, 
by the end of the year. 

However, before we could give the Congress some more detailed 
recommendations on what had happened with those projects so you 
could see that a dam was being built, or something like that, and 
that it was actually under way, we would require more time. 


ADVISABILITY OF CONTINUING LOAN FUND 


I think our experience in the last 7 years, the Soviet offensive 
showing that they are moving into this same field, indicates clearly 
that we have to go ahead with this type of program of economic 
assistance, and we are convinced from the reaction we already have 
had from local countries that this development loan approach is the 
right approach rather than giving it as grant assistance. Therefore, 
we feel it is right to go ahead and incorporate it. 

But we need more time specifically to form a real judgment on con- 
tinuing amounts of money to be required. 

We do know what we have to date. We have something like 
$1,730 million of requests under consideration which are very large 
in number. We are now sifting through them, and I will go into 
greater detail when we get into it in more detail. It is hard for us 
to know whether this is a demand which has all come in now and 
whether over the course of another year there will be less, or whether 
additional things will be coming in. That is the reason we have not 
proposed any change in financing. 

Our loans approved to date, just for your interest, total 
$126,950,000. 

STATUS OF LOANS 


Mr. Roonry. Have you a summary with regard to that? 
Mr. Ditton, Yes. 
Mr. Rooney. May we see it, please ? 
Mr. Ditton. Yes, sir. 
Mr. Rooney. It might be well to insert this summary at this point 
' in the record. 
Mr. Passman. Without objection this summary shall be inserted in 
the record at this point. 
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(The summary referred to follows :) 


DEVELOPMENT LOAN FUND 


Status of proposals—April 15, 1958 


Die. OO OG ikke a a ee eS $126, 650, 900 
Toda -egrewibette GGG ssi a ha cnr None 
Letters of advice issued..................... $75, 000, 000 


India: 4 projects: Road transport, jute industry, 
cement industries and railways program, 





$75,000,000. 

Letters of advice pending...-....____--_______- 51, 650, 000 
Ceylon: 

Highway development______....._..-__. an 900, 000 

Irrigation and land development___________ 1, 600, 000 

Colombe Beburban RE... ce eiecncnndccne 750, 000 
Taiwan: 

DI CII Se iis ceitenctenssiscatten-egcaceigianacntneeni 3, 000, 000 

BE TEWY. ATI OOU cnet 8, 200, 000 
Honduras: Highway development_______-____-__- 5, 000, 000 
Paraguay: Brasilian road__......._...________ 2, 500, 000 
Israel: Israel development loan__..--_------___ 15, 000, 000 
Pakistan: 

STE Ties Seca aR bs Seeesch caesar hee farts eat lessens menpeaionat 4, 200, 000 

Karachi Water and Sewage_______---__--_ 5, 500, 000 
Turkey: Industrial development bank__.---_--_ 10, 000, 000 
Proposals under consideration and on hand_------_-----_____ 1, 607, 484, 000 
Funds administratively earmarked____--_____-__ $25, 000, 000 
Pakistan: 

Mall: | ati istic tn lecccnteienes 17, 500, 000 

I ese ces isin Seen 2, 500, 000 
Iran: Municipal public works___-.__----_----~-- 5, 000, 000 


Other proposals under review and on hand_-_-~ 1, 582, 434, 000 
Total loans approved and proposals under consideration and 
Ns RIN oa sect ciatibaehco hs ios lca ip taiaccleg Se i bcpie I cee etal 1, 734, 084, 000 


Proposals no longer under consideration__._-_-_-____-_------.-~ 228, 966, 000 


CONFERENCE COMMITTEE REPORT RECOMMENDING INCORPORATION OF 
DEVELOPMENT LOAN FUND 


Mr. Ditton. Since we just, mentioned this incorporation it might be 
interesting to put into the record of this committee the report of the 
conference committee last year on authorizing legislation, the para- 
graph which made us feel that it was the intent and desire of Congress 
that this was a good thing to do. 

It states: 


The committee of conference agreed that the most effective arrangement for 
administering a long-range development loan program is a Government corpora- 
tion with substantial capital, and officers and directors with powers and duties 
defined and limited by law. The Corporation should be under the policy direc- 
tion of the State Department; its operating personnel should concentrate on 
handling development loans but its direction should be coordinated with other 
agencies along the lines provided in the conference report. 

Managers on the part of the House and on the part of the Senate were of the 
opinion that action should be taken early in the next session of th’: Congress 
to establish such a corporate structure * * * 
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PROCEDURES FOLLOWED BY DEVELOPMENT LOAN FUND 


Mr. Roonry. With regard to the summary of the Development Loan 
Fund and its status as of April 15, 1958, in accordance with the state- 
ment which has just been inserted in the record, I note that no loan 
agreements were signed as of that date but that $75 million worth of 
letters of advice have been issued and $51,650,000 worth of letters of 
advice are pending. What do they denote? 

Mr. Ditton. They denote that the procedure we have adopted is 
very similar to that which has been worked out by the Export-Import 
Bank. They have found the best way to operate is this: After you 

et to the stage where you decide that a loan is a proper loan and you 
nave made the arrangements and made the decision and you are into 
the Development Loan Fund for that loan, and you have agreed with 


- borrower as to the rate of interest, what it is for, terms of repayment, 


length of the loan, all of the major things, you then give that bor- 
rower a letter of commitment or a letter of advice, as it is called, 
saying that you are prepared to enter into a loan agreement subject to 
mutual agreement, and specify in there what it is for, the amount, 
rate of interest, and all of the major things. 

Then it takes sometimes up to 2 or 3 months after that to finalize, 
Export-Import Bank shows it takes this time to finalize, the bulky 
final loan agreement which covers all sorts of detailed engineering 
aspects, and so forth. 

Therefore what we have done here is this: As to the loans which the 
Loan Committee has approved, because of the fact that this is part 
of the ICA, the legislation makes the Director of the ICA, even after 
the loan agreement has been approved by the Loan C ommittee, the 
only person who can legally commit these funds, so he has to approve 
personally the sending of the letters of advice to the different coun- 
tries. 

One has been signed to India. The others have all been approved 
in proper form by ‘the Loan Committee as of a couple weeks ago, and 
I think they will all be signed by the Director of the ICA within the 
next week or 10 days. 

They are going through bureaucratic redtape, so to speak, and 
presented for signature. T hey have all been approved by him already 
as a member of the Loan Committee and they are ready to go forward. 


NO CONGRESSIONAL APPROVAL OF INDIVIDUAL PROJECTS UNDER DE- 
VELOPMENT LOAN FUND 


Mr. Denton. You have been very fair about this development loan. 
As I understand it, it is a device so you do not have to get consent of 
Congress to authorize appropriations. Is that right? 

Mr. Driion. No, sir, because Congress appropriated the original 
$300 million. 

Mr. Denton. So Congress does not have to approve the projects ? 

Mr. Ditton. Approve the individual projects; that 1 is right. 

Mr. Denton. That is why you wanted it this way? 

Mr. Dition. That is right, approve the projects : ahead of time. 

Mr. Denton. Do you have projects approved by the Army Engi- 
neers and the Director of the Budget ? 


i NR NPECNS 
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Mr. Ditton. Not by the Director of the Budget, no. We do have 
projects approved by engineering authorities which we consider appro- 
priate and competent. 

Mr. Denton. Do you take a ratio of $1.20? 

Mr. Ditton. What is that ? 

Mr. Denton. In this country before we approve an expenditure we 
say there must be a ratio of $1.20 of benefit to $1 of expenditure. Do 
you do the same thing with this? 

Mr. Ditton. I am not familiar myself with that procedure in this 
country. 

ESTIMATED LOANS AT END OF FISCAL YEAR 1958 


Mr. Denton. In the President’s message he shows you are going 
to loan $20 million this year, on page 11 you show most of your loan 
is $200 million. To date you have loaned $126 million. You will have 
considerable left over in that fund as it is. 

Mr. Dixon. I think so far as loan approvals are concerned the 
way it looks now by the end of the year we will probably run well 
over $200 million. 

Mr. Denton. Over that amount ? 

Mr. Dition. Yes. Of course, that was one of the main points for 
the creation of this fund, that this money would be no-year money 
so that once it was appropriated we would not be under pressure to 
obligate it in a particular fiscal year, and therefore be under pressure 
to approve projects which we felt were not good. 

Mr. Denton. It is handled different from any other appropriation. 
The Army Engineers get money approximately every year but you do 
not want to have it that way. 

Mr. Ditton. We would handle these funds just as the Export- 
Import Bank and the World Bank handles its funds. 

Mr. Denon. Those are loans you expect to collect, as Mr. Gary 
pointed out. 


BUDGET REQUEST FOR DEVELOPMENT LOAN FUND 


Mr. Gary. What are you asking for this fund for this year ? 

Mr. Ditton. The amount which was authorized by the Congress 
last year was $625 million. 

Mr. Gary. What are you asking for? 

Mr. Ditton. The full amount. 

Mr. Denton. The President in his budget message said you ex- 
pected to spend $174 million next year. Where did he get that? 

Mr. Drtxon. Those are expenditures, sir. It is not a question of 
obligation there. 

When we enter into a commitment to do a project we do not enter 
into it unless we have funds available to cover the full cost of the 
project, even though it may take 2 or 3 years to build that project, 
so we will not be in a position where we will get a thing half started 
and come back and say “You will have to give us more money to 
finish it.” 

Mr. Denton. Why give us one report on an expenditure basis and 
another on an obligation basis ? 

Mr. Ditton. They will probably submit it on both bases. That 
is the expenditure estimate which is the best estimate. 
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Mr. Denton. I expect on these different projects which you have 
listed you will give us a breakdown? 

Mr. Ditton. We will be glad to give you any breakdowns on indi- 
vidual projects that you want. 

Mr. Denton. And give us the engineering data on it and also the 
Budget Director’s opinion ? 

Mr. Diton. The Budget Director does not enter into it. 

Mr. Denton. We just had an appropriation bill vetoed because one- 
seventh of 1 percent and 5.2 percent of the projects were not ap > aie 
by the Army engineers and Bureau of the Budget, respectively 
my part of the country there was a project authorized where dere was 
a ratio benefit of 4 to 1 of expenditures. 

I will have an awfully hard time telling my constituents why we 
must have the Army engineers and the budget approve all the projects 
we authorize in this country and if seven-tenths of 1 percent are 
not approved by the engineers there will be no public works bill in 
this Congress, when similar approval is not eos for expenditures 
for similar projects in foreign countries. I will have a hard time 
explaining that. 

hat is all I have. 


STATUS OF DEVELOPMENT LOAN FUND AS OF JANUARY 31 


Mr. Passman. As we are discussing development loans, I might 
indicate for the record that on January 31 funds available for obli- 
gation totaled $300 million; obligations were none. 

I think it is also true of the statement for April 15, 1958, that loan 
agreements signed totaled none. Is it correct that no loan agree- 
ments have been signed ? 

Mr. Ditton. Yes. 

Mr. Passman. But there may be letters of advice pending? 

n. A letter of advice is considered a commitment of the 
United States Government. The money is considered to be obligated 
when the loan agreement is signed. 

Mr. Passman. Provided they meet the requirements set up. Will 
you a our specialists check into the types of projects for which 
money will be spent in a a such as India, for example? Here in 
the United States we have railroads discontinuing passenger service 
and we are giving India money to build up their railroads? 

Mr. Dion. I would be in favor, although it is not my field, of 
legislation which would improve the situation of our railroads in this 
country. 

Mr. Passman. It is hard to get such things for this country. 


ENGINEERING DATA FOR PROJECTS 


Could you bring us a specimen of one of these approved projects, 

oa how far we have gone into engineering data? 
er We have engineering reports we can give you. 

Mr PassmMan. Over the signature of men such as Mr. Wheeler, who 
is working for the World Bank? Does he associate himself with some 
of these projects? 

Mr. Ditton. We have not had him in these particular ones, but we 
have had companies such as J. G. White Engineering Co. 
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Mr. Passman. They receive a fee for their engineering data ? 

Mr. Driton. Yes. 

Mr. Passman. If they go into construction they are the engineers 
who are consulted and also operate on a fee? 

Mr. Ditton. Yes. 

Mr. Passman. Do you have any other reports, such as the Corps 
of Army Engineers, who have nothing personally to gain or lose as 
a result of these projects? Have you any information of this type 
that the committee may receive ? 

Mr. Ditton. None as yet because we have no projects underway yet. 

Mr. Passman. These engineers would not want to turn down a $75 
million project if they will get a 6 percent override for supervising it, 
or whatever the percentage may be. 

Mr. Dixxon. I think these high-class engineers in the United States 
‘have standards which would not lead them to approve a project they 
did not think was sound. 

Mr. Passman. Do you think they would be as rigid as the Corps of 
Army Engineers? 

Mr. Ditton. Absolutely. 

Mr. Passman. May we have a specimen of one of the letters of com- 
mitment and the types of projects ? 

Mr. Dition. Yes, sir. 

Mr. Passman. Do you believe that would be helpful to the commit- 
tee in arriving at a decision ? 

Mr. Diri10n. We will be glad to give you full information. 

Mr. Passman. Would you also bring your files on each of these let- 
ters of credit and let the committee see the types of projects for which 


= money will be spent, who approved the projects and on what 
ates ? 


Mr. Ditton. We will be glad to. 


REPAYMENT OF LOANS 


Mr. Anprews. What consideration do you give to the ability of 
these applicants for loans to repay ? 

Mr. Ditton. One of the criteria of the loan fund is that the loan 
should be only for projects which have reasonable expectation of re- 
payment, so we do give full consideration to that. 

owever, I will have to point out that repayment generally is in 
local currencies. With a repayment in local currency, the question of 
repayment by the country depends primarily on whether the project 
is a good project which will increase the general capacity of the coun- 
try to earn money in its own currency. That is quite different from 
repayment in dollars. 
{r. ANpRews. These are the loans which were referred to in debate 
last year, the so-called soft loans? 
Mr. Dmxon. I think that is correct. 


PROSPECTS FOR END OF FOREIGN AID PROGRAM 


Mr. Anprews. Do you see any end in sight for this foreign aid pro- 
gram—5 years, 10 years? 

Mr. Ditxon. I stated before quite frankly, and I think we should 
face the facts of the thing, that as far as the military is concerned, we 
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will have to have a substantial military program just as long as the 
Soviet Union continues their present posture and we are unable to 
reach a disarmament arrangement with them or are unable to settle 
certain of the important political issues which divide the world, such 
as the division of Germany. So much for the military program. 

I cannot put a period on it. 

Mr. Anprews. You see no end on it militarily? 

Mr. Ditton. Until the Russians change. The chance might be that 
they will change, but I cannot say that that is any near-term prospect. 
I think the day that happens this program will end and we also will be 
able to cut back very drastically our own expenditures here, which 
would be a very fine thing. 

So far as the economic projects are concerned, it helps these less- 
developed countries raise their standards of living and maintain free 
governments. The primary purpose of this is to allow these govern- 
ments to stay free and not fall under dictatorial, usually communistic, 
regimes. 

think that is also a long-range problem that will be with us for 
many years. Certainly I see no end to it in any period such as a 5 or 10 
year period. 

Certain countries which are more advanced, such as India, will move 
out of that category relatively earlier, and perhaps at the end of a 
period such as we have mentioned, 10 years or so, India might approach 
self-sufficiency. However, these other countries which are less devel- 
oped, Cambodia, Burma, countries like that, will take a great deal 
longer time. 

The point with them is that at the moment they do not require any- 
where near the amount of funds such as more advanced countries such 
as India. 

They will move through a process such as the South American coun- 
tries have where they can borrow on hard-basis funds which are really 
adequate for them to carry on their development program. 


ASSISTANCE PROGRAMS OF OTHER GOVERNMENTS 


Mr. Anprews. Do you know of any other countries of the world as- 
sisting these nations besides the United States? 

Mr. Ditton. Yes. There are very substantial economic develop- 
ment programs being carried on by France and the United King- 
dom. Those, however, are in areas of Africa and Asia where they are 
primarily interested. 

There is a very interesting report giving figures on that compiled 
by the U. N. which we will be glad to submit to this committee. It 
lists not only them but also all the other countries. 

I have some figures here which shows a 3-year total, 1954-56, show- 
ing France spent $1,955 million; the United Kingdom $483 million. 
Then there are smaller programs—Australia $93 million, Canada $90 
million, the Netherlands $64 million, Italy $47 million, Belgium $36 
million, Spain $32 million, Portugal $23 million, New Zealand $10 
million, Japan $5 million, Norway and Switzerland $3 million each. 

Mr. Anprews. Are those countries spending that money receiving 
economic aid from the United States? 

Mr. Dixon. Spain receives economic aid from the United States. 
Her funds were spent in the former Spanish zone of Morocco. Now 
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that she does not have a zone there presumably those expendi- 
tures will come to anend. Spain is the only one in that group. 

In addition to that, Germany is spending considerable sums in the 
form of reparations which go to Israel, and Japan also is greatly 
increasing their reparations payments. 

Finally, of course, there is the very large program of the Soviet 
Union of which you are all well aware. They have been developed 
over the last few years. They are spending considerable sums of 
money for this sort of thing. 


SOVIET PROFIT ON LOANS 


Mr. Passman. Is it not true in many instances that the Soviets are 
making a tremendous profit on their loans? Is it not true that in 
Burma the Burmese exchanged rice for the beautiful stadium there, 
and through the maneuvers of Russia and Indonesia they sold their 
rice for about double what it cost to put up the stadium and wound 
up with a tremendous profit ? 

Mr. Ditton. It is different in different places. 

Mr. Passman. You have heard that story. Is it subject to dis- 
count? 

Mr. Ditton. In the case of Burma I think it is correct, but in many 
other places, and as of now less and less, the Soviets do not do that 
because they have found that that reacts against their interests and 
what they want. The Burmese reacted against the Soviets as a result 
of this. 

Later deals have not been of that type. 


PORTUGAL 


Mr. Passman. Of course, these hearings could go on for 6 months 
and every day new points could be developed. But is it not true that 
Portugal stated their people were happy, were accustomed to their 
standards, and no longer would accept United States aid because 
some day we would have to pull out, and when we did they would not 
be able to maintain the increased standard, and then would be in real 
trouble? And is it not true we are no longer helping Portugal? 

Mr. Ditton. Portugal was helped under the Marshall plan. We 
have stopped economic aid to all countries of Europe except for Spain 
and Yugoslavia. 

However, Portugal still gets military assistance. 

Mr. Passman. There are ICA people in Portugal bringing to a 
conclusion some of these projects. But is it not true that Portugal 
declined to accept additional aid or consideration, and even asked us 
to get out of the Azores as quickly as we could ? 

Mr. Ditxon. I do not really know those facts. I would very much 
doubt if we were trying to ask them to take aid and they told us they 
didn’t want it. 

I think generally all of the European Marshall plan programs have 
been brought to an end and aid to Portugal came to an end with 
that. 

Negotiations concerning the Azores have been settled. 
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LIST OF INDIAN DEVELOPMENT PROJECTS 


Mr. Passman. Is it true that the Government of India has sub- 
mitted directly to the new Development Loan Fund in Washington a 
list of some 75 capital projects in which they are asking for financial 
assistance, and then placed a priority on 14 of those as being the most 
essential ones? Are you familiar with that list? 

Mr. Ditxon. I am familiar with the fact, and I glanced at the list, 
that the Indian Government submitted a very complete list which 
more or less covered all projects that they have underway in the hard 
core of their present 5-year plan. 

They did not expect, and made it perfectly clear, that we would con- 
sider the whole list or any very large part of it, but they wanted to 
give us the opportunity to indicate in that list the type of projects 
we felt most suitable for our assistance. That was the reason for this 
big list. 

Mr. Passman. Would it be permissible for this committee to see 
that list of 75 projects ? 

Mr. Dion. Surely. 


NUMBER OF COUNTRIES RECEIVING AID 


Mr. Anprews. I would like to know how many nations of the world 
are receiving aid of one kind or another under this program. 

Mr. Ditton. This information is shown on page 1, Mr. Andrews. 

Mr. Anprews. Would you read it for the record ? 

Mr. Ditton. Military aid only, 11 countries; economic and milita 
aid combined, 30 countries; economic aid only, 22 countries, which 
makes a total of 63 countries. In addition there are 10 territories 
which are receiving economic aid only. 

Mr. Anvrews. For a total of 73 places? 

Mr. Ditton. Seventy-three countries and territories. 

Mr. PassmMAn. Will you state for the record, inasmuch as that sub- 
ject came up, the answer to that. I have a list showing a total of 70 
of the 86 other nations. 

Off the record. 

(Discussion held off the record. ) 

Mr. Passman. Is it true that last year, during our deliberations, 
the gentleman stated that past and present 67 of the other 86 nations 
had received aid or would receive aid under the foreign aid program ? 

Mr. Mourpny. Yes, sir. 

Mr. Passman. And there were three other nations being considered 
at the time for aid ? 

Mr. Morpnuy. That is right. 

Mr. Passman. Which would make a total of, past and present, 70 
of the 86 nations participating in the foreign aid program as we know 
it ¢ 

Mr. Murrpny. Yes, sir. 

Mr. Anvrews. Is that an increase this year over last year? 

Mr. Passman. I think it is the same unless there are some new 
territories. 

Mr. Mourrny. The figure of 70 includes places such as Sweden, 
which did receive aid but no longer is receiving aid. 

Mr. Passman. I said past and present because you inferred the 
program still is in effect in some places. " 
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Mr. Gary. England. 

Mr. Mourpny. England is in for military assistance but no longer 
economic assistance. 

(Discussion off the record.) 


LOANS UNDER PUBLIC LAW 480 


Mr. Taser. About the only question I have is this: On these loans 
under Public Law 480 you make those loans in such a form that they 
are to repay in their own currency. Is that a fixed rule or is that a 
rule which applies to some and not others ? 

Mr. Diti0Nn. Public Law 480 involves local currencies entirely. We 
get them because other countries pay them over to us for surplus com- 
modities which we sell tothem. The agreements we have with all these 
other countries as a general rule provide that economic development 
loans under that section are all in local currencies and repaid in local 
currencies. 

One of the provisions of Public Law 480 is that we can use the local 
currencies for our own United States expenses, and in certain countries 
such as Great Britain, where we have a relatively well-off country, we 
use all of the local currencies for United States purposes, so in effect 
we save dollars and by indirect means we get dollar payments for the 
goods which are going to England. 

Mr. Rooney. Referring to your program or Public Law 480? 

Mr. Drt10n. Public Law 480. 

The loans are administered by ICA. 


REPAYMENT TERMS ON PUBLIC LAW 480 LOANS 


Mr. Taser. Those loans are payable some years ahead or currently ? 

Mr. Driton. Those are long-term loans and repayments under them 
are very little, if any. Some of them will just begin in the coming 
fiscal year. We are getting no substantial funds from them at the 
present time. 

Mr. Taser. If we get a block of their funds we are not allowed to 
use them for a considerable period. Is that not correct? 

Mr. Ditton. Except with an agreement that we are allowed to 
use them; only by agreement with the local country concerned. Of 
course, this really ties in with the agricultural disposal part of this 
bill, because the countries are willing to buy a substantial additional 
amount of our agricultural surplus products provided they are sure 
this will not upset their economies. Therefore, the agreements all 
provide that we will not make use of these local currencies except in 
agreement with the country concerned. : 

If we had unrestricted use of them without that agreement, I am 
sure the result would be that these countries would be much more 
hesitant about taking our surplus commodities. 

Mr. Taser. What were the terms of the British agreement along 
those lines? To what extent were shipments made to them? 

Mr. Ditton. It is in the particular book. As I remember it, we 
used the funds for military housing. The construction of military 
housing for our own people was the sole use of the funds. 

Mr. Taner. That was under Public Law 480? 

Mr. Ditton. That is right. It was not a very large thing. As 
IT recall, but I am not certain, I think it was about $5 million. 

25164—58——-4 
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CANADIAN VIEWS ON PUBLIC LAW 480 TRADE 


Mr. Taser. I understand there has been very considerable trouble 
with Canada because of the use of Public Law 480 operations in 
Britain and in other places. 

Mr. Dit1on. I am pretty familiar with that because I went up to 
Ottawa about a year ago when this was just coming up. The Ca- 
nadians were very much concerned about one crop, about wheat. They 
were concerned about our whole disposal program. After explaining 
the way we were operating the Public Law 480 program, where as 
far as wheat is concerned, we sell practically all of it to underdeveloped 
or less developed countries which clearly would not have been able 
to purchase it otherwise, the Canadians, at least on the official level, 
although this did not appear in all their political statements, said 
they understood and thought if the program was operated that way 
it was all right. They have ceased their pressures on us in that 
respect. 


EFFECTS OF BARTER PROGRAM 


They were terribly upset about another aspect of our disposal pro- 
gram, which was the effects of the barter program, which has nothing 
to do with our mutual security program. The barter program did 
have the effect of displacing Canadian and also American commercial 
sales in a number of European markets, including the United King- 
dom. That is what they were very much disturbed about. Since then 
there has been a change in the administration of the barter provisions 
which has generally met Canadian objections and preserved those 
markets for free enterprise, for free sales. 

The particular United Kingdom arrangement that we have just 


been talking about for housing was the sale to the United Kingdom 
of tobacco. 


Mr. Taser. I think that is all I have. 

Mr. Wicceteswortu. Mr. Chairman, I think the Secretary has given 
us a very helpful opening statement. I am not entirely clear in my 
mind what questions should be directed to him and what questions 
should be directed to Mr. Smith when he comes along tomorrow. 


LEVEL OF FISCAL YEAR 1959 REQUEST 


Of course, we have not even an authorization yet and do not know 
what we are going to consider but, broadly speaking, in terms of the 
President’s request Congress has a request for $3.9 billion, which is a 
considerably smaller figure than the original request of a year ago. 
It compares with the peak request back in 1951 of about $7.4 billion. 


OBLIGATIONS AND EXPENDITURES 


I should like to have from somebody, either from you or Mr. Smith, 
the 2 tables on page 271 of last year’s hearings brought up to date. 
The tables are entitled “Obligation analysis by function” and “Ex- 
penditure analysis by function.” Will you let us have that for the 
record, please ? 

Mr. Ditton. I shall be glad to. That is overall for the program 
and therefore should come from us. 
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(The information requested follows :) 


Mourtvat Security Program 


Obligation analysis by function, estimated status through June 80, 1959 
{In thousands of dollars] 


Military | Economic Total 











Unobligated June 30, 1957, continued available in fiscal year 
1958_. aula 538, 800 225, 447 764, 247 
New appro’ ppriation, ‘fiscal year 1958- 1, 340, 000 1, 428, 760 2, 768, 760 
Anticipated transfers - - i eae ee Se Cit iccnd com 
Estimated reimbursements - - xpi orotate a alee eee 1, 435 1, 435 
Total available, fiscal year 1958 hid taacaaiell 1, 848, 800 1, 685, 642 3, 534, 442 
Estimated obligations out of fiscal year 1958 oS eee 1, 823, 800 1, 499, 001 3, 322, 801 
Estimated unobligated June 30, 1958 (1058 — es lial 1 25, 000 ? 186, 641 211, 641 
Less amount proposed for return to T DOT 5 cet cckcnansadnsia owt 523 —11, 523 
Appropriation request, fiscal year 1959-._..-.......-----_-.----. 1, 800, 000 2, 142, 093 3, 942, 003 
Total available, fiscal year 1959__._..........--.---.---.. 1, 825, 000 2, 317, 211 4, 142, 211 
Estimated obligations, fiscal year 1959_--_.........-...-----.. 1, 825, 000 2, 017, 092 & 842, 093 
Estimated unobligated June 30, 1959. __...........-.----]-----..-..---- 3 300, 118 300, 118 


1 1 Available for obligation through Dec. 31, 1958 and is opens to be fully obligated before that date. 

9 Includes $175,118,000 for the Dev: elopment Loan Fund available until expended. Of this amount an 
estimated $95,000, 000 will be covered by letters of advice to loan applicants during fiscal year 1958 and this 
amount will be unavailable for use by the Development Loan Fund in considering further loan application. 

* Represents Development Loan Fund balance. Of this amount an estimated $75,000,000 will be covered 
by letters of advice to loan applicants by June 30, 1959. 





Expenditure analysis by function, estimated status through June 30, 1959 


{In thousands of dollars] 


























) i 
| Military | Economie Total 
de ee a | <a =i | Ad ta I. . 
| | 
Unexpended June 30, 1957_.__- -| 4,234,518 | 1, 890, 279 6, 124, 797 
New appropriation, fiscal year 1958___..--...-._..-.-...--...-- 1, 340, 000 | 1, 428, 760 2, 768, 760 
Anticipated transfers ; | —30, 000 | 30, 000 Bao 
ne II iio sini osinnin nweidinicbicnns kilns Lemnenndeinl | 1, 435 1, 435 
Total available, fiscal year 1958____- ; LAO a 5, 544, 518 | 3, 350, 474 8, 894, 992 
Estimated expenditures, fiscal year 1958 ___- tae ena 2, 185, 016 P. 1, 514, 984 3, 700, 000 
Estimated unexpended June 30, 1958.___.............---| “3, 359, 502 | 1, 835, 490 5, 194, 992 
Less amount proposed for return to Treasury _ .- caseeal o wy 523 —11, 523 
Appropriation request fiscal year 1959 5 se 1, 800, 000 | 2, 142, 093 | 3, 942, 093 
SD ——— — — 
Total available fiscal year 1959_- Ss aad 5, 159, 502 | 3, 966, 060 9, 125, 562 
Estimated expenditure fiscal year 1959___......_._....-.. ‘ 2, 197, 412 | 1, 677, 588 | 3 875, 000 
Estimated unexpended June 30, 1959....................| 2,962,090 | 2,288,472} 5, 250, 562 
| 


TOTAL FOR MILITARY ASSISTANCE AND DEFENSE SUPPORT 


Mr. WiacieswortH. Again, broadly speaking, if we add the $1.8 
billion which I understand is in the request for military assistance, to 
the $835 million which is included for defense support, which you tell 
us will be limited to those countries where: our military assistance is 
provided to help support substantial military forces, that gives us a 
total of $2,635 billion, or just about two-thirds of the total “requested 
for direct or indirect military assistance. 

Mr. Ditton. That is correct. The military side is about two-thirds 
of it. 


GROUND FORCES, COMBAT SHIPS, AND COMBAT PLANES 


Mr. Wiccieswortn. I do not know whether you have these figures, 
but I think the record indicated a year ago that through our military 
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assistance we were helping to support something like 4.8 million in 
terms of ground forces, something like 2,500 combat ships, and some- 
thing like 27,000 combat planes. 

If you have those figures, and if the ones which I have stated are not 
correct, I should appreciate it if we could have a picture in those 
terms for the record. 

Mr. Dixton. We shall ask Mr. Sprague and Mr. Shuff to have those 
figures when they come day after tomorrow. 


PROPORTION OF MUTUAL SECURITY FUNDS SPENT IN UNITED STATES 


Mr. WiceieswortH. On page 15 of your statement you state that 
approximately 75 percent of the funds appropriated for the mutual 
security program are spent in the United States in the first instance, 
and that the remaining funds return usually rather quickly to buy 
goods produced by United States industry and agriculture. 

That statement, I take it, goes for the entire request, both military 
and economic. 

Mr. Ditton. That is correct. 


EFFECT OF PROGRAM ON UNITED STATES EMPLOYMENT 


Mr. WiceteswortH. You estimate that the program as a whole 
creates direct or indirect employment in this country of about 600,000 
people. 

Mr. Driton. That was the estimate of the National Planning As- 
sociation on the fiscal year 1955 program. 


ADMINISTRATIVE AND PROGRAM IMPROVEMENTS 


Mr. Wiceieswortu. I forget just how long you have been with the 
program. Have there been any steps in the direction of efficiency, 
economy, improved planning, and so on, in the last year? 

Mr. Ditton. We have taken these overall steps in top responsibili- 
ties for the program which we think will result m better coordination 
of such things as Public Law 480 in closer conjunction with our for- 
eign policy. I think in actual management operations of the program 
there have been some very distinct advances-on- the military side which 
the ey witnesses, Mr. Sprague and Mr. Shuff, will be able to 
speak to. 

7 think that program is being operated far more efficiently than 
it ever has been in the past. There are also certain proposals under- 
way in the ICA which Mr. Smith will be glad to discuss with you. 

Mr. Wiccteswortu. I have in mind the fact that a year ago Mr. 
Hollister provided for the record a statement of the steps which had 
been taken in that direction which made quite an impressive picture, 
and I would like that to be brought up to date, if possible. 

Mr. Ditton. We can have that done both by the military for their 
program and by Mr. Smith for the ICA ee 

(The following information was subsequently supplied :) 


IMPROVEMENT IN PROGRAM MANAGEMENT, ICA, Fiscat Year 1958 


The attached statement is a summary of more significant actions taken since 
July 1957 to improve the administration and effectiveness of the mutual security 
programs. 
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Some of the actions taken have not been in effect long enough to achieve com- 
pletely the results desired. Other proposed improvements are just emerging 
from the study stage and the changes envisaged are being reviewed for feasi- 
bility and responsiveness to program needs. 


IMPROVED CENTRAL PROGRAM COORDINATION 


Arrangements are being completed for the transfer from ICA to the Depart- 
ment of State of responsibilities for central coordination of the economic and 
military aspects of the mutual security program. Related functions and staff 
are being transferred to carry out this significant shift in the responsibilities 
of the two agencies. 

The objectives of these changes are (1) to improve coordination of the pro- 
gram by bringing it closer to the policy direction of the Department of State and 
by removing it from the economic operating agency, (2) to permit closer coordi- 
nation with other related foreign economic policies and programs, (3) to permit 
more rapid resolution of major policy issues, and (4) to permit the Director of 
ICA to devote full time to the administration of economic aid programs. 


STRENGTHENED COORDINATION OF UNITED STATES PARTICIPATION IN EUROPEAN 
REGIONAL ORGANIZATION 


Effective December 15, 1957, certain functions previously performed in USRO 
by ICA personnel were transferred to the Bureau of European Affairs in the 
Department of State. Four supporting positions in Washington and 31 Amer- 
ican overseas positions concerned with the functions have been transferred. 

The responsibilities transferred concern representation primarily in OEEC 
and to a lesser extent in certain other European regional organizations. This 
transfer has further concentrated in the Department of State the function of 
representing the United States Government in international organizations, and 
assures a coordinated United States position on matters arising within those 
organizations. 


MORE EFFECTIVE PUBLIC INFORMATION ACTIVITIES 


The Department of State and ICA have agreed to consolidate their public in- 
formation activities in order to utilize more effectively and economically these 
resources for a better public understanding of the mutual security program, 
As a result of this merger, the responsibility for all public relations and press 
information on the mutual security program will be centered in the Assistant 
Secretary of State for Public Affairs. This will centralize in one place the issu- 
ance of news and information about the mutual security program. Combining 
State Department and ICA public information activites will result in (a) relat- 
ing mutual security closer to the achievement of foreign policy goals, and (5) 
more efficient dissemination of mutual security information, both from the execu- 
tive branch in Washington and from our missions abroad from the Department 
of State, ICA, and USIA overseas. 


IMPROVED CONTROL THROUGH PROGRAM EVALUATION 


A special evaluation office, under an assistant to the Director, was established 
in June 1956. The AD/E staff consists of State Department officers and former 
ICA mission directors, organized into teams to make an objective appraisal of 
individual country programs and field operations. AD/E has so far conducted 
field surveys in 14 countries; 5 in the Far East, 4 in the Near East and South 
Asia, 3 in Africa, and 2 in South America. Evaluation reports on the programs 
in 10 of these countries have so far been completed. These reports provide the 
basis for intensive agency and interagency appraisal of country programs, the 
objective of which is the development of plans of action for more effective and 
responsive country programs. 

The evaluation activity also provides an opportunity for the further training 
of Foreign Service officers and ICA mission directors, and makes possible more 
effective coordination between the ecoonmic and political work of the Govern- 
ment in the field of foreign operations. 


IMPROVED PERSONNEL MANAGEMENT 


Over a year ago ICA undertook a complete revision of its personnel policies 
and procedures. Since then considerable progress has been made in developing 
an efficient personnel mechanism designed to obtain and retain qualified staff. 
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Assignment boards and selection, promotion, and evaluation panels have been 
created. More effective staff training and career development systems have been 
carefully worked out and are now in operation. 

Through the use of staffing patterns, there are now comprehensive listings of 
the agency’s manpower requirements based on appraisals of program needs and 
priorities. These patterns provide the basis for estimates of personnel require- 
ments at an early date in the program planning cycle. They also serve as a 
measure of recruitment feasibility and a management control device over per- 
sonnel processes in general. By incorporating the former personnel roster into 
the system, there is now an integrated document which records personnel require- 
ments, current assignments, and availabilities for a complete program year. 

While a great deal has been accomplished during the past year, much yet 
remains to be done. We are continuing our efforts to perfect our personnel 
policies and procedures, and look for steady improvement in this area during 
the forthcoming fiscal year. 


PROPOSED CHANGES IN PROGRAMING PROCEDURES 


Following 3 months of almost continuous study, a special ICA committee has 
now submitted for agency consideration its proposals designed to improve ICA’s 
programing system. Building on past experience and recent interim improve- 
ments, the committee has recommended a series of changes which will permit 
earlier development of improved country program submissions, less paperwork, 
reduced pipelines, and earlier initiation of the various actions required to carry 
out approved programs. 

After review of the committee’s report by both ICA Washington and field 
staffs, it is hoped that those recommendations which are adopted can be put 
into effect, at least partially, sometime during the fiscal year 1959 program cycle. 
Current plans envisage the introduction of the new programing system in time 
for the fiscal year 1960 program cycle. 


ICA CONTRACTING OPERATIONS 


An intensive review of the procedural aspects of ICA’s contracting operations 
have just been completed. This study had as its objectives— 

1. Standardization and simplification of procedures and forms, 

2. Clarification, revision, and development of appropriate contracting 
policies, 

3. Elimination of unnecessary clearances in the various phases of the 
contracting process, and 

4. Extension of the maximum operating authority and flexibility to the 
ICA Office of Contract Relations and to the mission staffs concerned with 
the contracting process. 

The numerous procedural and policy changes recommended as a result of this 
study are now being considered. It is anticipated that many of the proposed 
changes will be adopted and introduced in the near future, with a consequent 
general improvement in the efficiency and effectiveness of the agency’s contract- 
ing processes. 

REVIEW OF ICA PROCUREMENT PROCEDURES 


In an effort to streamline the ICA procurement process, there is also under- 
way a comprehensive review of existing procurement procedures and organiza- 
tional arrangements. The major objectives of this review are: (1) to evaluate 
the feasibility of centralizing procurement responsibility in a single ICA/W 
office and (2) to make appropriate recommendations to improve existing pro- 
cedures so as to speed up deliveries of needed supplies and equipment. 


IMPROVEMENTS IN TRAINING OF FOREIGN NATIONALS 


Since the beginning of fiscal year 1958, ICA has taken a number of actions to 
strengthen its organization and procedures for training foreign nationals. 

We have esttablished a central records system to provide in one place all the 
essential data needed to manage this complex program, and to answer questions 
relating to it. These central records include information needed to determine 
quickly and efficiently the staffing requirements in training offices in accordance 
with previously developed workload standards. 

A study was recently completed of agency requirements for effectively follow- 
ing the progress of participants after their return home to nasure achievement 
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of both technical and political objectives of the training. Implementation of 
the recommendations, now underway, is being carried out in coordination with 
the International Educational Exchange Servicve of the State Department, and 
United States Information Agency field staffs will be used to the maximum 
extent possible for these purposes. 

A review has also been made of the length of training required to achieve 
project objectives. This disclosed certain weaknesses in the analyses made by 
field staffs of the kind and length of training of foreign nationals that is needed 
if projects are to be carried on successfully by cooperating countries without 
continuing ICA participation. These weaknesses are being corrected. 

ICA training programs are now reviewed and implemented by separate offices 
attached to each of the technical areas concerned (industry, agriculture, labor, 
public services). The studies mentioned above, and those made in previous 
years, have considerably improved the effectiveness of this organizational ar- 
rangement. A further study is now underway to evaluate the progress made in 
the last 5 years in the management of training programs, to assess the problems 
that remain, and to see whether further organizational or procedural changes 
are required to meet the current needs of our programs. 


OTHER AGENCY SUPPORT ARRANGEMENTS 


ICA depends upon other Government agencies for support in carrying out 
many of its programs. Properly handled, this has proved an efficient and eco- 
nomical approach. 

In a few cases, however, it has not been possible to develop arrangements that 
would permit sufficiently fast and positive action in response to field needs. 
Accordingly, ICA has negotiated modifications in its agreement with the Depart- 
ment of Health, Education, and Welfare. As a consequence of these changes, 
ICA has recently established its own staffs to do public health projects in those 
limited areas warranting full-time staff. Some savings in total staff have been 
also realized in this process. 

It is contemplated that continuing studies will be made of ICA relationships 
with other United States agencies to determine if savings in personnel or funds 
can be made or if increased efficiency can be obtained through changes in existing 
agreements. 

GREATER USE OF THIRD COUNTRY TECHNICIANS 


Lack of skilled technical personnel has been one of the major obstacles to the 
more rapid economic development of most of the countries participating in our 
programs. As one technique of meeting this chronic problem, we are currently 
developing an action program to make optimum use of third country technicians 
in our program operations overseas. To the extent consistent with mutual 
security program objectives, qualified third country technicians will be sought 
to fill positions which are not of a policymaking or sensitive nature. 

This program is expected to have the following advantages: 

(a) Increased effectiveness in activities where technicians with special 
linguistic or other capabilities are demanded ; 

(b) Additional sources of recruitment for project commitments where 
recruitment difficulties are being encountered in the United States; 

(c) Avoidance of increasing the number of Americans in those countries 
where the presence of large United States resident staffs is a significant 
political factor ; 

(d) Maximum effective use of available United States-owned foreign 
currencies, and; 

(e) The strengthening of ties between newly developing countries and the 
more advanced friendly countries through the exchange of technicians and 
technical knowledge. 

As the first step in this new program, we are currently polling our missions 
to determine where third country technicians can best be used to meet program 
needs. Concurrently, we are developing procedural arrangements to facilitate 
the recruitment and employment of such technicians. 


ASSISTANCE TO PRIVATE ENTERPRISE 


Through the ICA investment guaranties program, private enterprise capital 
is finding that the risk in international operations is considerably reduced. As 
a result, applications for coverage against inconvertibility, expropriation or con- 
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fiseation, and war risk are increasing. To date ICA has issued a total of $187.5 
million of such insurance. 

To encourage investment in underdeveloped areas, ICA has recently concluded 
agreements with Afghanistan, Iran, India, and Vietnam. This brings the total 
of countries which have signed agreements to 37. In addition, six countries 
have extended their agreements to include the war-risk provision. 

A guaranty contract for convertibility suitable for use in multiple-rate coun- 
tries such as Ecuador, Afghanistan, and Colombia is being developed. Also in 
the process of development is a comprehensive form of contract which while 
providing the necessary protection to the investor, may result in a reduction in 
liability to the United States and a reduction in fees payable by the investor. 

To inform private enterprise of the nature and advantages of the program, a 
revised handbook was recently distributed to 13,000 American firms as well as 
to United States embassies and foreign countries. 

Mr. WicctrswortH. You have referred in general terms to the ef- 
fects of the reductions made by the Congress in last year’s request in 
terms of military aid, in terms of defense support, in terms of pipe- 
line, in terms of the contingency fund. Those effects, I assume, will 
be developed in more detail as we take up the testimony of the other 
witnesses. 

Mr. Duron. Yes, sir. I purposely kept my remarks general, just 
covering certain general considerations which apply across the board ; 
and succeeding witnesses, Mr. Smith, Mr. Sprague, and Mr. Shuff, 
will talk in more detail about their side. 

Then when you get down to the area witnesses, they will be pre- 
pared to talk about each country and show what was changed in each 
country and what the impact was in each place. 

Mr. WiceLeswortH. Thank you very much. 

That is all, Mr. Chairman. 

(Off the reeord.) 


REDEFINITION OR REGROUPING BETWEEN DEFENSE SUPPORT AND SPECIAL 
ASSISTANCE 


Mr. Miter. Mr. Secretary, as I gather from your statement there 
has been a change in definition or perhaps a regrouping between what 
you list under economic assistance and under special assistance. 

Mr. Ditton. The change has been between “Defense support” and 
“Special assistance.” 

Mr. Mitirr. Between “Defense support” and “Special assistance.” 

Mr. Dition. Last year we lumped under “Defense support” any 
expenditure which was directed to obtaining a significant military 
contribution. That military contribution could be a contribution by 
the country itself in the form of its own forces, or it could be 
the provision of bases for the United States. 

We decided that those were two really quite different considera- 
tions and it would further clarify it for the Members of the Con- 
gress and the country if we limited defense support to support for 
those countries that actually were contributing forces of their own 
and put expenditures for places like Morocco, where the expendi- 
tures are necessary to create the climate that will enable us to use 
those bases which we have there, in the “Special assistance” category. 

The three countries which that applied to were Morocco, Libya, 
where we have Wheelus Field, and Ethiopia. 
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Mr. Mituixrr. I think that distinction is pretty clear, but page 6 of 
your statement might be a bit misleading because of the fact that 
the second paragraph says: 


Economic assistance to countries in which we have important base rights 
but in which we do not support substantial military forces will now be funded 


under “Special assistance.” 

Then in the lower paragraph, much the same language is used. 
It does not refer to defense support as such, and therefore it tends 
to confuse the issue if you read it out of context. 

Mr. Ditton. Yes, I see what you mean. If you read it out of con- 
text, it does do that. 

Mr. Mixer. It gives the impression that it comes out of “Eco- 
nomic assistance” rather than out of “Defense support.” That was 
one of the reasons I thought I would mention that. 

Mr. Ditton. Yes. I am glad you did. 

(Discussion off the record.) 


USE OF LOCAL CURRENCIES FOR DIPLOMATIC FUNCTIONS 


Mr. Roonry. With regard to the summary of the Development 
Loan Fund and the letters of advice issued and the letters of advice 
pending as shown in that summary, what, if anything, do the agree- 
ments provide concerning the use of the local currencies repaid on 
these loans insofar as use for diplomatic functions is concerned ? 

Mr. Ditton. These local currencies are or will be the property of 
the United States. At the moment, that is one of the detailed para- 
graphs of loan agreements, the exact language of which we are still 
working on. 

Mr. Rooney. The thought I have, as you can readily understand, is 
that if this money is not specifically provided for such use, it is 
merely going back into the loan fund and you will use it somewhere 
else. I am wondering whether we would not be better off to defer 
the incorporation ona hae a provision with regard to the use of these 
local currencies for diplomatic expenses inserted in all agreements. 

Mr. Ditton. That is perfectly possible. All these local currencies, 
wherever they are, including these, are under the overall fiscal con- 
trol of the Treasury Department. We could sell these, if we had 
them, to the Treasury for the use of the Treasury, so actually we could 
substitute it. 

Mr. Rooney. Would we not be in the same position as we are con- 
cerning Public Law 480 in a great many countries, where we cannot 
use the currencies generated under Public Law 480 for diplomatic 


purposes ? : 

Mr. Ditton. Unless they were so specified in Public Law 480. 

Mr. Rooney. What about the agreements with these countries in 
that regard ? 

Mr. Ditton. The detail of language that we are going to try to put 
in the loan agreement on that has not yet been finalized or approved 
by the loan committee. That is one of the things that we are workin 
on right now. Maybe we can do something like that to a limi 
extent to cover things like diplomatic expenditures. We could not do 
it to the total extent. In other words, we could not have the record 
show when we got the local currency repayment at the end, to take that 
and buy products and export them out of the country to the full 
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amount. If we did that, we would make the local currency the equiv- 
alent of a dollar repayment. 

Mr. Roonry. In my personal judgment, in too many countries we 
have agreements which restrict the use of the funds for cultural pur- 
poses, education, and such things, and preclude the use of the funds 
for our regular expenses of representation there. 

Mr. Ditton. We shall take a good look at that. 


EFFECT OF PAST YEAR’S CUTS ON MILITARY PROGRAM 


Mr. Passman. Mr. Secretary, this morning I asked this question: 
Are all phases of the mutual security program : sufficiently financed and 
are our commitments being met to a reasonable measure ? 

I gained from your reply that military had in your opinion prob- 
ably been cut back too low. Yet in referring to the charts on page 3, 
where we appropriated $1.879 billion last year, you are asking for a 
smaller amount this year. 

Mr. DritoNn. I said it had been stretched out. 

Mr. Passman. I was trying to clear the record that we did no dam- 
age by our reductions last year. Does this chart support me in that 
position ? 

Mr. Ditton. On the military program ? 

Mr. Passman. Yes, on the military program, as you are requesting 
less this year than you did last year. 

Mr. Ditton. We still expect tospend more. I think we plan to spend 
$2.2 billion. 

Mr. Passman. We appropriated $1,879 billion last year, and the re- 
quest is for a lesser amount for fiscal 1959. Would this not indicate 
that we did not damage the program by our reductions last year? 


STRETCHING OUT OF MILITARY PROGRAM 


Mr. Ditton. I did not mean to convey that in military asistance 
there was any serious damage. I just a ‘that any reductions have the 
effect of stretching out the program. I do not think there was any 
serious damage in ‘the military assistance program. 

Mr. Passman. Then you do concur that the committee was liberal 
enough in its appropriation recommendations last year to meet our 
commitments? 

Mr. Ditton. The military people will tell you the type of commit- 
ments that were postponed and put off which would have been done. 
They have specific facts and figures about that which they will tell you 
in 2 days from now. 

For instance, some airplanes for Formosa. If there is no attack on 
Formosa, we do not need those airplanes. But if there is an attack 
in the next 12 months and they are not there, we would be that much 
worse off. 

Mr. Passman. You are requesting less funds for military assistance 
in fiscal 1959 than the committee allowed last year. 

Mr. Ditton. One thing I would like to point out, which I think is 
probably pertinent is that the funds that we are requesting for fiscal 
1959, for next year, as Defense witnesses will point out specifically, 
do not include any specific provision for what might have come out 
of the NATO meeting last fall in the way of IRBM installations in 





57 


Europe. If they have to come through with that, as I think they may, 
they will have to have a supplemental request. 

Mr. Wicateswortu. If the gentleman will yield, I think we must 
consider not only quantity but quality in the question you are raising 
here, which we will get no doubt from the military people when we 
hear them. 

Also, I believe that it is the expenditure figure rather than the obli- 
gation figures which should be used as a yardstick. 

Mr. Passman. I intend to put my own questions in my own way, 
and I want to be fair in so doing. If I did not ask the questions in 
my own way, I would not understand the conclusions. 


Thank you very much. We shall convene tomorrow morning at 
10 o’clock. 


Wepnespay, Aprit 23, 1958. 
INTERNATIONAL COOPERATION ADMINISTRATION 
WITNESSES 


HON. JAMES H. SMITH, JR., DIRECTOR, INTERNATIONAL COOPERA- 
TION ADMINISTRATION 

J. E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION AD- 
MINISTRATION 

STUART H. VanDYKE, DIRECTOR, OFFICE OF AFRICAN AND EURO- 
PEAN OPERATIONS, ICA 

JOHN O. BELL, DIRECTOR, OFFICE OF NEAR EASTERN AND SOUTH 
ASIAN OPERATIONS, ICA 

RAYMOND T. MOYER, DIRECTOR, OFFICE OF FAR EASTERN OPERA- 
TIONS, ICA 

ROLLIN S. ATWOOD, DIRECTOR, OFFICE OF LATIN AMERICAN 
OPERATIONS, ICA 

ALBERT E. FARWELL, CHIEF, PROGRAM STAFF, OFFICE OF NEAR 
EASTERN AND SOUTH ASIAN OPERATIONS, ICA 


Mr. Passman. The committee will come to order. 

Our first witness this morning is Hon. James H. Smith, Jr., Di- 
rector, International Cooperation Administration. 

Before hearing Mr. Smith I should like to state that it has been 
my honor and privilege to meet with Mr. Smith on several occasions 
in order to discuss the foreign aid program. 

T recognize, and I am sure other members of the committee realize, 
that Mr. Smith is making a great personal sacrifice in order to serve 
his country. 

He has held a number of important Government positions and has 
discharged his duties with honor and with credit to our Nation and 
to himself. 

As this is Mr. Smith’s first appearance before this committee, I 
should like him to know that certainly we recognize he is making a 
sacrifice to serve his country. 

Tf the questions are somewhat pointed, we do not want you to feel 
it is anything personal. It is merely a matter of trying to find out 
all we can that is relevant from your side of the table so that we may 
do our job in a competent manner. 
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BIOGRAPHICAL SKETCH OF DIRECTOR SMITH 


Mr. Gary. At least one other subcommittee requests that when a 
new administrator comes before it he file a brief biography so that 
the members of the House will know pas what is background is. 


I wonder if it would be out of order to request Mr. Smith to do 
that in this instance ? 


Mr. Passman. I think it would be very much in order, and we 


shall be pleased to have you file a statement in the record as to your 
background. 


Mr. Gary. A brief biographical statement so the members in the 
House will know just what your background is. 


Mr. Passman. And I wonder if we might make this retroactive 


and request the Deputy Under Secretary of State, Mr. Dillon, who 
appeared yesterday, to do likewise. 


I think the information would be helpful to the members. 
(The statement referred to follows:) 


JAMES HoPpxKINs SMITH, JR., DIRECTOR 


Appointed Director of the International Cooperation Administration on Oc- 
tober 8, 1957. 


OTHER EXPERIENCE 


1951-56: United States Department of the Navy: 
1953-56 : Assistant Secretary of the Navy for Air. 
1951-53 : Special assistant to the Secretary of the Navy. 
1946-49: Pan American World Airways, Inc.; vice president in charge of the 
Atlantic division (Europe, Middle East, and India). 
1943-45: Active duty, United States Navy; lieutenant commander (promoted 
to commander, November 1945). Pilot aboard Pacific aircraft carriers U. S. S. 
Belleau Wood and U.S. 8. Yorktown; member of Topedo Squadron 24; and later 


assigned to the staff of Adm. Arthur W. Radford, then commander of Fast 
Carrier Division 6. 


1937-43 : Pan American World Airways, Inc.: 

1941-43: Manager of African operations, supervising the building of air- 
line across Africa to Middle East and India. 
1937-41 : Establishment of transatlantic air routes. 

1935-36: United States Department of State, Division of International Com- 
munications. 

1931-32: United States Naval Reserve; flight training. Commissioned as en- 
sign and remained in Reserve as aviator until retirement as captain, United 
States Naval Reserve, in 1953. 

Member of a United States delegation negotiating international aviation 
agreements and airbases abroad in 1936 and 1947. 

Director: The Aspen Corp. and Wytex Oil Corp. 

Former trustee: The Society for the Prevention of Cruelty to Children, New 
York; Groton School, Massachusetts; Fountain Valley School, Colorado. 

Member: Institute of Aeronautical Sciences, the Royal Aero Club, the visiting 
committee of the Harvard board of overseers, and Denver University Research 
Institute. 

EDUCATION 


1935: Bachelor of laws, Columbia University Law School. 
1931: Bachelor of arts, Harvard University. 


PERSONAL DATA 


Born December 1909 in New York, N. Y. Wife, Nancy Morgan; son, Charles 
Morgan, born January 1939; daughters, Sandra, born September 1940, and 
Dinah, born May 1946. 


Home address: 1821 23d Street, NW., Washington, D. C., and North Star 
Ranch, Aspen, Colo. 


(Discussion held off the record.) 
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Mr. PassMan. We are very happy to have you before the committee. 
You do have a statement, sir ? 

Mr. Smiru. I appreciate your remarks very much, Mr. Chairman. 
I realize we are all going at this in as completely an objective way 
as we can. I also welcome your comments, thoughts, and questions 
about any aspect of our program because I feel if we do not go after 
this with a fall understanding between your side of the table and 
ours the program will never be effective. 

Mr. Passman. That is so correct. 

We shall be pleased to hear from you at this time. 


GENERAL STATEMENT OF THE DrrRecTOR 


Mr. Smiru. I am glad to have this opportunity to discuss with you 
the mutual security program. 

I should like to make one introductory remark. We are before the 
committee at a very early date. We are most grateful to the com- 
mittee for making this possible. Not only will it permit careful un- 
hurried appraisal of the program, but early appropriations can have 
an enormously helpful effect on the management of the program 
during the next fiscal year. As the committee understands, the prob- 
lems of programing, obligating, and expending mutual security funds 
in an orderly, timely, and careful manner are among our most difficult. 
Early availability of funds can do much to ease these difficulties. 

I believe I need not dwell on the need for and the objectives of the 
program. Virtually every study made of the program agrees on its 
essentiality. The questions now are: how to make it most effective 
and how much money is needed to do the job. I hope to give this 
committee evidence on which it can decide the minimum level of funds 
necessary to carry forward this er age 

To start, here are a few highlights of International Cooperation 
Administration programs last year and a summary of our proposals 
for fiscal year 1959. We have put emphasis in our presentation books 
on a functional analysis of the mutual security program. Your world- 
wide volume gives full detail on each category. 


DEFENSE SUPPORT 


Our security depends on contributions to the common defense made 
by our allies as well as ourselves. Many free nations cannot make 
these contributions without assistance from the United States, in- 
cluding in many cases, economic as well as military assistance. The 
furnishing of economic assistance for this purpose is the role of 
defense support funds. With the exception of Spain whose militarily 
strategic position is self-evident, each of the 12 countries for which 
we ask defense support assistance is part of the southern and eastern 
boundary of the Soviet empire. Vital United States bases are main- 
tained in several of these countries. The armed forces of the 12 
nations total about 3 million men as compared with 2,600,000 men 
in the United States Armed Forces. The cost to the United States 
is small. The capabilities and roles of the individual forces differ 
from country to country, but in each case, whether from the stand- 
point of internal security or defense against external aggression, these 
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forces have military significance from the standpoint of United States 
security interests. 

Let us take a look for a moment at two representative countries, 
Korea and Pakistan, for whom we seek defense support assistance. 


KOREA 


In 1957 Korea’s economic progress was significant. This country of 
22 million people, threatened by aggressive Communist forces across 
the armistice line, maintains the second largest army in the free 
world. It has suffered for several years all the economic ills which 
such an effort calls for, as well as those attributable to the destruction 
left by the war. However, after 3 successive years of rampant in- 
flation which saw price indexes rise 40 percent or more annually, in 
1957 not only did prices hold steady, but in some commodities such 
as food and clothing, vitally important in the daily life of the ordinary 
citizen, prices declined slightly. This progress can be attributed to 
the adoption by Korea of a more conservative fiscal and monetary 
policy, a real increase in per capita production of 12 percent, and a 
bountiful rice crop. This is evidence not only of the beneficial results 
of United States assistance but also of the fact that Korea is doing 
many things for itself. This is the self-help the program is designed 
to achieve. 

We still have far to go. Korea’s economy, burdened by the require- 
ment to maintain a large and ready military force, has a still very in- 
adequate agricultural and industrial production, lacks arable land 
and other known natural resources, has a not too favorable climate for 
private investment, and lacks skills and managerial ability. 


PAKISTAN 


With United States assistance, Pakistan has been able to carry out 
the mutually agreed defense programs, increase the rate of capital 
investment ‘moderately over the past year, and import. sufficient 
commodities to keep its small industrial sector running and maintain 
an adequate food supply. 

However, Pakistan’s problems are not solved. Population increases 
1 million each year. Industrial production is extremely low. Food 
consumption per person is one of the lowest in the world. “The economy 
is struggling under defense expenditures in excess of $200 million 
equivalent annually, Government development expenditure is esti- 
mated to exceed $200 million equivalent this year, and the need for 
food grain imports is at the rate of 1 million tons annually. Over the 
past 2 years, the United States has covered about two-thirds of food 
grain import requirements through Public Law 480 sales. Foreign 
exchange reserves were nevertheless drawn down by about $100 million 
during the last 18 months, and a further drop is expected in 1958. 
The drain of foreign exchange has restricted total investment activity 
and reduced the effectiveness of plans to use foreign and domestic re- 
sources for additional development. Self- sufficiency in food will be 
difficult to regain. It is unlikely that the present rate of dev elopment 
expenditure will expand production sufficiently to support even exist- 
ing standards of living for the growing population, let alone support 
increased consumption or ac hieve decreased reliance on external assist- 
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ance. Yet even present rates of development expenditure cannot be 
continued in the absence of assurance of large amounts of external aid. 

For fiscal year 1959 we are proposing $835 million for defense sup- 
port to 12 countries, about 80 percent of it to Korea, Pakistan, Tai- 
wan, Vietnam, and Turkey. The proposed level of assistance to the 
defense support countries is arrived at through a thorough appraisal, 
first overseas by the United States country team (the ambassador, the 
ICA mission Director, the Chief of the military mission, and the 
United States Information Service Chief) and then through several 
steps in the executive branch here involving primarily the Department 
of State and Defense and ICA, and the Bureau of the Budget, of the 
minimum necessary to secure the desired military contr ibutions to the 
common defense. Reductions below this level endanger or reduce 
these contributions. 

Last year the defense support appropriation request was reduced 
by $175 million. Although these funds, if they had been appropriated, 
would have been obligated in the current fiscal year, their actual ex- 
penditures would not have occurred until next year or a subsequent 
year. It is impossible, therefore, at this time, to demonstrate con- 
cretely the precise impact which this reduction in the executive branch 
request will have on the accomplishment of United States objectives— 
to state categorically that because of the reduction there will be a de- 
crease in milit ary strength or economic retrogression of the very kind 
that such aid was intended to prevent. We can, however, make certain 
blunt factual statements. We had to reduce the programs planned 
for Korea, Pakistan, China, Turkey, Vietnam, Laos, and Cambodia by 
$147 million (see following table), ‘and expenditures during fiscal year 


1959 for defense support “will be almost $100 million below those in 
fiscal year 1958. 


Fiscal year 1958 defense support programs 


{In millions of dollars] 


Fiscal year Fiscal year | Fiscal year Fiscal year 
1958 con- 1958 | 1958 con- 1958 
gressional estimated | gressional | estimated 
presentation obligations | | presentation obligations 
Korea_.__.-- es absil 270 215 || Iran 20 | 21.6 
Vietnam__.. 225 175 || Turkey_-_--. 75 | 70 
Pakistan__- a 60 50 || Cambodia. 30 | 24 
China (Taiwan) - - 68 57 Laos___- 40 | 30 
Spain_. iia 30 54 || Philippines... | 15 15 
Greece........- 15 15 || Thailand 20 | 20 


In general we made the largest proportionate program reductions 
in the project or investment sector, concentrating on the urgent task 
of providing a continuing flow of the commodity. imports required to 
prevent or reduce inflation and economic deterioration. 

This necessary concentration on immediate needs is stopgap pro- 
graming. It is the long-term investment component of defense sup- 
port—the component that has had to be cut most—that, combined with 
effective use of human resources, gives most promise of stabilizing the 
economy of the country. Yet even with these sharp cuts on the project 
side the inflow of resources to these countries cannot be maintained at 
going levels, and there are already indications that in some countries 
the economies will begin to lose ground. 
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Take Korea again as an example. The 1958 program was sharply 
reduced as the table shows. Reductions in the project or investment 
sector postpone growth. Starting a few months from now, reductions 
on the commodity side will begin to have an effect on the supply of 
imports. This permits inflationary pressures to mount. To lose our 
important gains toward stability and eventual economic self-suffi- 
ciency would be unfortunate and we should have a program for Korea 
in 1959 of the level proposed if the progress already achieved is not to 
be endangered. 

Thus in our defense support program this is the situation we face: 
Our substantial success during the past 2 years in achieving our mili- 
tary objectives while at the same time maintaining or increasing the 

litical and economic stability of the countries involved is endangered 

y last year’s heavy reductions, and it is necessary to remove this 
danger, and to forestall threatening economic deterioration, through 
the early provision of adequate new funds this year. A reduction of 
our proposal would require consideration of what countries might 
have to be eliminated or what other programs would have to be sac- 
rificed in order to provide sufficient funds for these countries. 


SPECIAL ASSISTANCE 


For fiscal year 1959 the proposed special assistance program is for 
$212 million to 18 countries, and such activities as the worldwide ma- 
laria eradication program and European technical exchange. This is 
the major programed economic assistance to promote economic and 
political stability in those countries where we are not supporting sig- 
nificant military forces. It is similar to the programed $100 million 

rtion of last year’s $300 million request and last year’s $225 mil- 

ion appropriation. The remainder in fiscal year 1958 is for con- 
tingent purposes of the kind which we propose to separate out for 
fiscal year 1959 under a contingency fund account. In addition, the 
fiscal year 1959 proposal for special assistance includes certain pro- 
grams which were financed in fiscal year 1958 from defense support 
and other appropriations. 

What types of programs de we have in this category? Special as- 
sistance is our aid to Bolivia to promote economic stability in further- 
ance of United States foreign policy; our aid to promote stability in 
countries where we have important bases and where we do not have 
defense support programs—Morocco, Libya, and Ethiopia; our aid 
to Nepal on the threshold of Soviet territory to meet (where the De- 
velopment Loan Fund could not qualify) minimum needs for eco- 
nomic development; our aid to Jordan to provide the critical element 
necessary to forestall economic and political collapse; our aid to 
Somalia to help prepare for independence in 1960; our aid to the 
refugees of the Hungarian tragedy; our aid to Israel, Berlin, the 
Sudan; the bulk of the funds for our contribution to the worldwide 
program for the eradication of malaria, the world’s greatest health 
problem. These are representative of the activities carried out under 
this category of the mutual security program. 
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BOLIVIA 


Let us look at this program in action in Bolivia. Faced with a 
severe and steadily worsening financial crisis late in 1956, the Gov- 
ernment of Bolivia requested the United States to assist in a stabiliza- 
tion program to put its economic house in order. In response, ICA, 
together with the International Monetary Fund and the United States 
Treasury, participated in December 1956 in the creation of a mone- 
tary stabilization program backed by joint contributions. Supported 
by the majority of Bolivia’s population, dramatic results have been 
achieved in the short period of 15 months; the exchange has been re- 
formed; the budget, tax, and tariff systems have been overhauled; 
Government expenditures have been regulated so as to forestall in- 
flationary central bank financing; and all economic controls, except 
for a temporary wage and salary freeze, have been removed. 

With the return to a free economy, contraband and black-market 
activities epee: agricultural production has risen; prices have 
leveled out, and, most important of all, the climate for foreign private 
investment has improved. Outstanding in this latter field is the 
formulation of a petroleum code (under the direction of a consultant 
financed in part by ICA) which has resulted in the entrance of foreign 
oil companies, mostly United States, into the exploration and produc- 
tion of Bolivian oil. The dollar investment in this sector of the 
economy alone might well reach $200 million by 1962. Other United 
States companies whose interests lie in satis are preparing to en- 
ter the Bolivian economy. 

In summary, a significant start toward economic stability has been 
made in Bolivia, but there is a long way to go. The United States 
should continue to cooperate with this country in its continuing strug- 
gle toward economic self-reliance and self-improvement. 

The $75 million reduction in last year’s special assistance request, 
taken in conjunction with substantial cuts in other appropriations, 
had two effects. First, it required a 20 percent reduction in pro- 

amed items. Second, since there was only the foregoing limited 
eeway, except at unacceptable risk, to absorb this reduction in the 
program portion of the request, the cut reduced the portion of the 
account which we had requested for contingencies. I shall describe 
in a moment the serious consequences which we now face. We must 
provide in fiscal year 1959 for the minimum necessary to carry forward 
our interests in these countries. 


TECHNICAL COOPERATION 


Technical cooperation is a relatively small program in dollars, but 
it has profound and far-reaching effects. It is the sharing of our 
knowledge and skills with the peoples of less developed areas. It 
helps these peoples help themselves. It provides the basis for the 
peaceful economic, political, and social progress of the newly devel- 
oping countries of the free world. And it is the program which pro- 
vides one of the few and often the only contact and communication 
between our own society and the peoples in many areas around the 
world. Fifty-seven of our universities are engaged in this work. 

Last year $125 million was appropriated of the $152 million re- 
quested for the bilateral technical cooperation program—a 17 percent 
reduction. 

25164—58 
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Mr. Taser. But that was a larger amount than was expended or 
obligated in the previous year; is that correct? 

Mr. Smiru. Yes, sir. 

Mr. Passman. And you also have a longer pipeline than you have 
ever had on that item. Is that correct, Mr. Murphy? 

Mr. Mourreuy. Yes, we do. The pipeline is running about $165 
million. 

Mr. Passman. Mr. Smith might want to correct this in his record 
because otherwise it might leave the House membership with an er- 
roneous impression. 

Mr. Smiru. In applying this to our country programs we took 
every care to minimize and postpone damage. I have attached to this 
statement a table showing how this was carried out in each country. 
Nevertheless, it was inevitably a substantial setback to the program. 
The program has been in a stage of improvement and gradual orderly 
expansion. It had general approval of Congress and the people. Now 
this progress has been delayed. Projects have been terminated pre- 
maturely, others were postponed, underfunded, and understaffed ; par- 
ticipants and technicians had to be dropped from our plans; and good 
new projects requested by cooperating countries and previously con- 
sidered favorably had to be rejected. 

In the case of Somalia, for example, the limitation on funds neces- 
sitated a reduction in this program from $350,000 to $250,000. This 
cutback has prevented provision of a number of needed technical 
services. For example, United States surveyors and additional water- 
resource specialists are needed to train Somalis for an enlarged pro- 
gram: in native irrigation which will take maximum advantage of 
the limited area that is cultivable. In addition, this reduction has 
made it necessary to confine the program almost. wholly to the field of 
agriculture, and to drop plans to begin some work in the fields of 
education and public administration. These consequences may seem 
small, but the fact is that Somalia is a country with a largely illiter- 
ate, very poor and nomadic population; that it is scheduled for inde- 
pendence in 1960; and that its capacity to survive as an independent 
free nation is going to be greatly influenced by the extent to which 
our undertakings in the technical cooperation field create the insti- 
tutions and train the people necessary for effective Government and 
the solution of the country’s many pressing economic problems. Un- 
less, for example, it is possible to accelerate the rate of economic 
development, Somalia will not be able even to begin to meet an antici- 
pated budgetary gap of between $5 and $6 million after 1960. The 
availability of technical cooperation funds at this moment should 
decrease the probability that more economic aid will be called for 
later. 

In Israel the 25 percent reduction in the proposed technical co- 
operation program from the $2 million illustratively shown in the 
congressional presentation last year to the $1.5 million approved for 
actual implementation has meant that a number of projects have had 
to be eliminated or curtailed. 

A teacher training program in East Pakistan was postponed indefi- 
nitely; the number of technicians planned for Iraq was reduced; a 
proposal to assist in improving port administration in Tran was elimi- 
nated; education projects in India were cut; a business and public 
administration project proposed for Ceylon was at least postponed. 
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In Korea the reduction from $7 million to $5.6 million has caused 
a 6 months’ postponement in proposed contracts for training and 
technical advisory services. 

In Latin America the participant program to train Latin Americans 
in the United States (including Puerto Rico) was reduced by 505 
trainees—a 20 percent reduction. 

These are illustrative of the kind of adjustments that are being 
taken in adapting program plans to the reduced fund availability. 

The reduction in many countries around the world has also caused 
a pause and a loss of momentum affecting the initiation of new ac- 
tivities. It means a reduction in host country contributions as well. 
When the United States is forced to slow down the host country also 
reduces its contributions. This means that in many cases the denial 
of the needed catalyst completely precludes the activity—the chain 
reaction never gets started. 

For fiscal year 1959 we are proposing $142 million for bilateral tech- 
nical cooperation and $21.5 million for multilateral technical coop- 
eration. It provides for resumption of growth in the program. 

I should like to say I made a special inquiry into the future needs 
for this type of assistance. I have just finished reviewing the replies 
and the answer is overwhelmingly that countries need, want and can 
absorb more trained people—far more than the United States can now 
provide. I believe we must assemble at an increasing rate, the peo- 
ple so badly needed and we must do this in an orderly fashion per- 
mitting careful selection, proper training, indoctrination of families, 
increased language competence, et cetera. At the moment the United 
States employs some 2,600 people in T. C. overseas, engaged in peace- 
ful pursuits. This is a small fraction of the total United States 
Armed Forces overseas. Yet these civilian technicians are responsible 
for a great hope in developing a peaceful world. 





CONTINGENCY FUND 


To meet the changing world situations, to maintain the initiative, 
to respond effectively wherever the interests of the free world are en- 
dangered—these purposes require a contingency fund. There are 
many requirements which can be identified tentatively but which are 
not firm enough to be programed; others are yet to develop. We can- 
not prepare for these except by having unprogramed funds ever ready. 
Yet we cannot ignore these contingencies. Natural disasters, economic 
political and military crises, new strategic requirements, new Commu- 
nist moves—all may call for action in the security interests of the 
United States. 

Look at our program in Jordan this year. Last year it seemed 
likely that a requirement for assistance would arise, but the situation 
was too unstable to permit programing. Since then we have used 
contingent funds on a large scale. Thirty million is presently planned 
for use to help Jordan with budget support and economic develop- 
ment. 

The Sudan, only recently independent, is directing its first efforts 
to a national development program. The Soviet Union has recently 
concentrated its attention and efforts on this target area. At the 
request of the Sudanese Government the United States, in the fall of 
1957, sent a survey mission to see what assistance Sudan needed, a bi- 
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lateral agreement was signed, and a mission is being established. Ne- 
gotiations for a program using contingency funds are now underway. 
Initiation of a program in selected areas of the economy should be ex- 
pected this year. Here again, while the general need could be fore- 
seen at the time we presented our proposals to Congress, the amounts 
and character of the requirement could not be predicted. 

United States support of the Suez U. N. Emergency Force, a new 
requirement for a worldwide scientists’ research and training project, 
Algerian refugees in Tunisia, earthquakes or floods in Spain, Iraq, 
and Iran—are among the requirements during the past year met from 
unprogramed funds. And it is just this type of program which often 
provides the most dramatic and immediate success in promoting United 
States interests. 

But we are in difficulties now due to lack of funds available for con- 
tingencies. The executive branch presented to the Congress require- 
ments for nonmilitary programs in fiscal year 1958 totaling $2,134 
million. This included a request for contingency funds totaling $200 
million to cover requirements which were not then firmly programed. 
The Congress provided a total of $1,654 million, thereby leaving un- 
funded a total of $480 million of requirements. Of this amount, funds 

rovided for the Development Loan Fund were reduced $200 million 
low the executive branch request and funds requested for other pro- 
grams were reduced by $280 million. 

The reduction of $280 million required, as a minimum, a reduction 
of $80 million in program requirements which had been firmly identi- 
fied in the request, and in fact a much larger reduction in order to set 
aside funds for contingencies. 

It has been necessary to finance new or additional requirements not 
specifically programed in our request totaling approximately $136 
million. In addition, we have found it necessary to continue to retain 
a $14 million reserve of contingency funds to meet other new require- 
ments which are now foreseen. 

To meet these requirements, it has been necessary to reduce pro- 
grams presented to Congress last year by a total of $200 million and 
to provide for the transfer of $30 million from military assistance 
funds, thereby reducing the amount available for military programs. 


Recapitulation: Fiscal year 1958, in millions of dollars 
Funds requested 





sie dik cca nistencm cpectatent tr capcdnaconsepi ame coaliatae helio aiiticcenises eaieenateaiieson ack. site $2, 134 
Pr RNNCINO CIPIA NG in ee a a a) eS 1, 654 
aio ccc hessan asians stabonmncntesy « sti eo eisensevecicsalbl ain boab hinien Seaedhscaabalaiedacs 4 
Deduct : - 
Development Loan Fund reduction___...-.._____________ $200 
Contingency fund (unprogramed)-__........________________ 200 
—400 
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Add: 


New requirements already financed but not programed in the fiscal 
year 1958 request 





ne i tir cd ee ih ands smpgebitiidesceeain nico 136 
New requirements to be financed but not programed______________ 14 
Total presently known requirements in excess of funds available___ 230 
Subtract transfer from military assistamce___................ —30 





Program reductions necessary 





67 


We made these program reductions as carefully as possible to mini- 
mize their effects on United States objectives. It has generally been 
possible to meet, therefore, those situations demanding early atten- 
tion. Where activities could be deferred with a minimum of im- 
mediate impact on our objectives, they have been deferred. 

Time alone will tell the consequences of these reductions. With a 
quarter of the fiscal year remaining, all but a small portion of our funds 
are firmly programed and we have contingent claims in excess of our 
remaining balance. If additional requirements arise between now and 
June 30, we will be able to meet them only by reprograming with con- 
sequent repercussions. 

Contingent requirements next year may occur with even greater fre- 
quency and seriousness. The difference now is that since Khrushchev’s 
statement and challenge of November 1957, the Soviet economic 
offensive is openly and deliberately attacking the United States posi- 
tion in the world. We cannot predict where the Soviet bloc’s efforts 
to penetrate a country’s economy will occur. The contingency fund 
will permit the United States to forestall threats of Communist sub- 
version or to seize opportunities created by natural or economic crises 
before the Soviet bloc exploits these situations. In this sense the 
contingency fund is directed at targets of opportunity which arise and 
which frequently, if not met immediately, are lost to the free world. 

Another new problem is that world raw material prices have been 
falling with serious effects on economic conditions in supplying coun- 
tries in Asia, Africa, and Latin America. This trend, coupled with 
the possible effects of the United States recession, even if of brief 
duration, pose tough economic problems, particularly in the less de- 
veloped countries. 

ln the Middle East, the rapidly changing situation evidenced by the 
recent altered country alinements does not permit advance program- 
ing. Yet, economic and political crises may urgently require the use 
of our resources. 

Thus the contingency fund is a vital element in the mutual security 
program. 

ADMINISTRATION AND OPERATION 


Many of the doubts expressed about the mutual security program 
stem from criticisms—often gathered secondhand—of the operation 
of the program. In response to congressional requests we have recent- 
ly fully investigated or reinvestigated an extensive list of some 100 
recent charges. I have been particularly gratified by two aspects of 
this investigation: First, that an overwhelming proportion of the 
charges do not have basis in fact or are misinterpretations; second—of 
particular importance— the affirmative response which ICA can make 
to the more thoughtful of these questions. Where mistakes were made, 
I found that corrective action had been taken or was underway. We 
welcome intelligent continued examination of our many difficult prob- 
lems in carrying out this program. I intend to continue to investigate 
fully questions raised about this program, and I hope that these ques- 
tions will be asked promptly while the facts are readily available. 

We are constantly seeking to improve our capabilities. Let me men- 
tion a few recent changes underway in ICA’s administration and 
operation. 
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IMPROVEMENT OF ICA PERSONNEL 


ICA is taking several steps to improve the competence, experience, 
and effectiveness of our own personnel. A means to improve the 
language facility of our people overseas must be found. The pro- 
gram is dependent on people in the field, and to be effective they must 
know the language, particularly of the new countries. A premium is 

ut on language facility and ICA will increasingly use the Foreign 
Berrie Institute and similar means. ICA is supporting a bill proposed 
by the Department of Health, Education, and Welfare for the 
improvement of language training in United States schools and has 
suggested it be broadened to include area training—cultural, political, 
and economic, as well as language studies—all of which would be com- 
patible with our country’s widening responsibilities. Also, other coun- 
tries will be scanned for technicians who have special abilities and for 
training facilities. 

We are providing for assignment, under section 527 (c) of the 
Mutual Security Act, of our Foreign Service personnel overseas and 
in Washington based on the level of their attainment and technical 
competence, similar to the system applicable to Foreign Service officers 
in the State Department. 

The use of university and other contract personnel is increasing. 
This is a valuable means of tapping the technical resources of our coun- 
try and I intend to continue this emphasis. 


EDUCATION 


Education is being underlined. Education is fundamental to the 
development of a nation. I have recently taken steps to assure that 
this be given added emphasis. We would like now to assist in im- 
proving physical facilities for education overseas. We plan some 
expansion in the use of American-sponsored educational institutions 
abroad for training and demonstration as a part of our program. 

The procedures relating to the use of United States universities in 
the program have been improved in the last year. Our 57 contracting 
universities agree that this will lead to a greater vigor in the educa- 
tional field. 

We have expanded the foreign scientists program under which 
many distinguished scientists will come to this country for training 
and exchange of ideas—an exchange of mutual benefit. 


INCREASE IN ADMINISTRATIVE BUDGET FOR 1959 


To administer these ICA programs and to effect the changes I have 
outlined, we are submitting an administrative budget of $33 million. 
This corresponds to $30.5 million of the administrative funds avail- 
able this year. I feel this increase is essential to maintain and pro- 
vide minimum improvements to our operational abilities. The incre- 
ment relates specifically to: (1) more thorough personnel training; 
(2) some new positions; (3) a projected net increase in man-year 
employment under presently authorized positions, providing fuller 
manning of key positions and staff for new locations currently being 
opened; (4) increases in rent and utility costs here and in some loca- 
tions overseas; (5) increases in State Department support and par- 
ticipating agency costs; and (6) increased contributions to the retire- 
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ment fund. I am hoping it will prove possible to reduce the ratio of 
staff to operating personnel. Even if this proves feasible, however, 
it would not be realistic to say that this will be effective in any large 
measure during fiscal year 1959. I also intend to strive for a decrease 
in the workload by streamlining certain procedures. On the other 
hand, I intend to increase personnel training particularly in the field 
of language—an effort which will offset any savings in man-hours 
this year, but which should have needed long-term effects. 


OBLIGATIONS AND EXPENDITURES 


I have included at this point in my statement a tabular presentation 
of financial information for the nonmilitary portions of the mutual 
security program. I shall not take your time to read it in full. As 
of the end of March, obligations amounted to $794 million of the 
$1,685 million available, a somewhat larger proportion than was obli- 
gated at this time last year, and expenditures during the fiscal year 
of $1,085 million are running at a rate which is consistent with’ our 
current year estimates of $1.5 billion. The ICA Controller, Mr. 
Murphy, will be going into this with you in more detail. 


Status of funds of mutual security program, excluding military 
FISCAL YEAR 1958 


{In millions of dollars] 


Obligations: 
DTT: STOR OIG oicavn in cine ee eae tiieiititnncagnsapaiaisiia siti $1, 428.8 
Unobligated prior year funds reappropriated or otherwise con- 

Ee. SVU a iccenisneccecenstcc nipples dnenieebioninandibasananetaaaiatniinanininaas 225. 4 
Anticipated transfer from military assistance_._._...........--__ 30. 0 
SO DUTOEMIOIG WIM A606 5 ctcenticnnceneended cunien 1.4 

"Foes GVatiabse L6r: CMR ook centinecenecaaaaeh 1, 685. 6 

Giligations July 1, 1957, to Mar. 31, 1966... 2.2. nec nnees ee 794. 3 
Estimated obligations Apr. 1, 1958, to June 30, 1958__.__.______________ 704. 7 
aici iene enisad alain ncn each tains dicdabinaieisicidaimanacaiat 1, 499. 6 
Meet, TONG Cel TUMNel Bh a tistics ren einen enter clic ecas cence 186. 6 
Hxpenditures: 
“ROCHL GQURIIGDIO TOP. CURB UTION oni ictittinclenminnaeese ee 1, 685. 6 
Prior years’ funds obligated but unexpended_._.__-.___________ 1, 664. 8 
Total avaiable: Jor erpemdituie. nn nick idee 3, 350. 4 
Actual expenditures July 1, 1957, to Mar. 31, 1958_.__.__..____________ 1, 084. 5 
Estimated expenditures Apr. 1, 1958, to June 30, 1958___.______________ 430. 5 
NO cis zs casces cs siadeciis a crac nes aos ectigses ep bee an asgdeaeanediag meee taieaieealnicaaaiabatiatieleas 1, 515. 0 
meenated unerpended June 90; 1006.6 cu 1, 835. 5 
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Status of funds of mutual security program, excluding military—Continued 


FISCAL YEAR 1959 


{In millions of dollars] 


Obligations: 
pCiny | OTIC RCO Ne PIO cic recnrreseeianinin gree ditimmnniveetint bein ten $2, 142.1 
Unobligated prior year funds reappropriated or otherwise con- 
a eae ee OS CER er 175.1 
ent Vettes Ter nn oem eeiccueeithiamen 2,817.2 
Estimated obligations fiscal year 1959..............--....__..-~ 2,017.1 
Estimated unobligated fiscal year 1959..........-___.___________ * 300.1 
Expenditures : 
New appropriations requested_.............-....-..-........... 2, 142.1 
Estimated prior years’ unexpended funds obligated or continued 
Rs ics ksi cis ctnete ad eke tna ena eece 1, 824.0 
en) Svatinvie Tor expedite... een 3, 966.1 
Estimated expenditures fiscal year 1959____._-_-__--_--_----_----- 1, 677.6 
Estimated unexpended June 30, 1959_.._....-___--...-_--_____-- 2, 288.5 
Increase unexpended balance close fiscal year 1958, to fiscal year 
Re ici toi Stet Ati eben hinsditets sicher tacaliaan Inciocinpadeie * 453.0 


1 All Development Loan Fund. 
2 Development Loan Fund, 450; others, 3. 


Bilateral technical cooperation 


[Thousands of dollars] 





























Fiscal year 
Fiseal year 1958 esti- 
1958 request | mated obli- 
gations ! 
| 
Africa and Europe: 
Europe: | 

CE ticctkacechinecasdettutingansthsetonspagaenhteydhae ade ibtwdiney one $1, 000 $1, 100 
EI icc cccccnnnnnnghanneheeps ais b Radiat nitekaceniedapaeen 2, 500 1, 750 
I NB isis oo Sc nhc siccciet cok caaganeneeenauneaae 3, 500 | 2, 850 

Africa: 
RED i nico un cdcueduininiguacpectvah sweeties ninieidmmeebatanen | 3, 000 3, 610 
Ghana... Jessscoci-asenenappdetiniipasainesosl arsniivdriasinin aera editable tant ei ae ae 800 400 
I hk ih ea alas dpc slic deceased dian acacia cide 2, 100 2, 262 
i nt Sa cedi akgenniipk deine 2, 400 2, 650 
UT SS See ih bdtectaceelpenpeaecddiictndoadiedaiamatton 1, 300 600 
SO ca Ta sa ws alesis inialesinauia adele oabaiane anand naan } 1, 000 1,000 
Ny SORRRUOREDNL.. <-ncncackacsmnenassecencmaneselaeeaaseldaestid 750 600 
ee ee ee ee ee } 350 | 250 
SII Uninang aan oinedekinnoede caiddwameieagllaeekwseegetradbae wishin aaa na aeee ae 15 
Detd AINE ccnciccsncnenanssannnnnntncinngecmult abit aeizaabe tian 11, 700 | 11, 387 
<a Sa ee =—=> 
ee Ae OIG THD... «0c s skies sob ae ngeeraseomindbeeneenianl 15, 200 14, 237 

Near East and South Asia: 

ES 8 ob cncdusatisdbiibeethvan bhnnehiniinnmonlinapheaceiuenbed aceebiadel 810 700 
a eo stances lesb gate sapeceSpehamtiing esas ai danas eagles dole mpligeds eaetaaee 6, 000 5, 000 
NE ph cn castes wwnwet Kase Cubednd Li S6dudent see schounsdanswed Shane Swed 2, 835 2, 200 
tli sinned cibegakcivcnn sails cgttipaln didi irstasced Teenie nasal oe ieee dia eae aaak: | 2, 000 1, 500 
SL nin ans cinco bndannan anew natm ad Cedeheeeeemebaltiis iebeiaiaicaiaiinnde 2, 200 1, 750 
PIED. 1.5. cenamcusancuvas cvasceeudncesabeceededsquaseuehoumbnnupeanhins 2, 100 1, 650 
hon rsaninianbinamm re hnainnns aa meee <endagaguntdungubbiaaee sani 5, 595 4, 500 
ENED not ccenscdseninn stub cdc ethcglanik ciao ec te eae alelegeas a pase Geese ie a ee | 3, 000 2, 850 
I easiest ooh ok ai vip ai Soi oe sation abnbininicaned | 1, 600 1, 400 
SSE eee Sea sealiniaeb alanine nee allneamaacatibhin | 10, 000 6, 300 
IS ican sn dassdnsictnw vocteieesnieac esheets an cad renas thincdk eolbeain gamer inlcnib ip mp ahdaetlteag tel 1, 440 1, 190 
a siete tetiois vaeicmd ides tlie ncn cn eieavan tai 8, 000 5, 800 
PE dh cithicn ccnak ndkdckmisddesdaubiel os canetummnbannwemiyenpanint aeaeach 2, 420 3, 710 
Gee See SONS ST CONE BIN ccccdinsapctsspeienarcantnseuiaonban | 48, 000 38, 550 
a 








1 As of Apr. 8, 1958; hence different in some cases from earlier presentation books. 
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Bilateral technical cooperation—Continued 





Fiscal year 














Fiseal year 1958 esti- 
1958 request | mated obli- 
gations ! 
Far East: | 
Cambodia__-.- n= auc Seviinnc tas cesipencats cats cit phe aatnatideal 2, 500 $2, 000 
Indonesia ima seat eaten aa eesiers ake caee 7,000 | 6, 000 
IES, aidan nt é5-cudabe$iide <lea~nmadandinlibadcsbet 442-4445 d-<aee adel 3, 100 2, 500 
Sn xcltendansigsdtuaaghned pegnnebnaubnheubeaahitckanttauiae nee a nb 7, 000 5, 600 
Laos..___ sidan vueetadateds SES babi ER ETE 2, 000 1, 700 
Philippines____ Jc caieselie ate eis ated éiclatain adie’ 4 4, 000 4, 000 
tian aks tony ceepcngnnthengaegweantinee ob taadmtes oaete Lhe 3, 000 3, 000 
I Bois St ik Sb spam ih bide > Sb Sd an dbo bee nodbhb db bbliste<bidaes 5, 000 4, 000 
Vietnam. - -. ; saree wisdiatuhentaleecasoneiiinnde 4, 900 | 4, 200 
IN incerta SO ced ti Da ca ga es 500 | 750 
GN We SPIRO) 2 rn ck cad, Obade nee naeleasdeseien teen 39, 000 33, 750 
Latin America: 
0 a i er : ad aa Se eel Si 150 
is ci cecesedions ceil Rls crane cavedianekéaasenieds einen | 3, 400 2, 812 
farioek ses earlce anon cate i eee 4, 455 4, 840 
icinsedas ap haanadaaiaicsedabied nich ecicbiecniimieilarntas age aca eee em 2, 670 2, 580 
ON i ia eee he i ilitsiaeieata sista et einai 1, 590 1, 200 
Costa Rica-. cs Sh ik ee bib asbie debe eeseda taal 1, 181 1, 050 
CE cn cocen eb palahaats nape dene Rinns moe bined adindeinalms . an 650 570 
Dominican Republic___..----_-- BENG AEE Se oi AAS, 3 Boe 210 227 
Ecuador 2, 000 1, 850 
NE ada idigin aisousdbembunaiel das naabiieaitaeme 1, 050 1, 037 
REPS RE YS 2 TE aa OS SR ee EE eee Se 2, 580 2, 250 
| y as Sc AMI a i Se 1, 550 1, 000 
Honduras 1, 500 1, 485 
Mexico_. 5 sp eugpinn archicad abit teen cede tach ititataiines alin aint tithe kl 1, 250 680 
ie 0s wenauiaihisdei cane tnccicasbpiaienadedetp-ahgetnteneadinee Sanson 980 900 
IED 227. ..5 ne inindhehd ochinbinadicta ached ahobada tblenesuieddbadnk Ueeaee 1, 300 1, 270 
Paraguay... 1, 580 1, 480 
Peru as acoashbtinndeiihnaae ; whee vadebcaoubebuddae suey 2, 910 2, 750 
Uruguay saa Ss aes ‘ . na g | 510 | 130 
Venezuela aia haunin 210 151 
Overseas territories | 890 870 
Regional and undistributed 2, 534 21, 428 
| snes — mutenene — 
Total Latin America- . -- sipalahlstbaeciasil me ails stalactites niteitehtai chien cipal 35, 000 | 30, 800 
Nonregional: 
Interregional expenses ive bsedé Unlthisekhs bibadbiattednadenauddedeek } 14, 700 13, 500 
Otiier........ ssdacaiell sacs ldspcest ella a ea ti | weal 13 
abel NN OE hea s oo 5 cc dee becoa'baees bah ene maitoceainl 2 14, 700 13, 513 
Total bilateral technical cooperation.--.................-...---.......--- 151, 900 130, 850 
! 








1 As of Apr. 8, 1958; hence different in some cases from earlier presentation books. 
2 Excludes programs of $500,000 financed from prior year funds. 


Mr. Passman. Thank you, Mr. Smith. 


REDUCTION IN TECHNICAL COOPERATION PROGRAMS IN 1958 THOUGH 
ADDITIONAL FUNDS AVAILABLE 


I think there might be some honest misunderstanding about some 
of the items you mention. I refer particularly to the United States 
technical cooperation program. In fiscal 1957, the request was for 
$136,620,000, which amount the committee allowed. However, you 
were able to obligate only $124,567,000 of the total, so when the 
presentation was made to the committee last year there was an un- 
obligated balance of $12,053,000. Is that data in accord with your 
records, Mr. Smith? 

Mr. Smiru. Those figures are correct; yes, sir. 

Mr. PassmMAn. So we allowed more funds for fiscal 1958 than the 
program had been able to obligate in fiscal 1957. 
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Now if we might follow through with your statement on page 12 
and page 13: 

It had general approval of Congress and the people. Now this progress has 
been delayed. Projects have been terminated prematurely, others were post- 
poned, underfunded, and understaffed; participants and technicians had to be 
dropped from our plans. 

I do not know of anything which would warrant any more than 
that does my request for you to provide us the names of the projects 
which had to be terminated prematurely because of the reduction 
in this appropriation last year. We wish to know the projects that 
were dropped, in what countries, which projects were postponed, which 
ones were underfunded. 

We ask for this information because we appropriated more money 
for this particular item than the program was able to obligate the 
year before. 

We should like also to know the number of technicians that were 
dropped. 

Are you ready to discuss these matters at this point ? 

Mr. Smiru. No. I would like to submit a paper giving you the 
details you asked for. 

Mr. Passman. You had to have figures in order to insert this in 
your prepared statement. I think this would be a proper time to dis- 
cuss the matter. This is a very serious situation. It is a program for 
which there is general approval in the Congress, although some of us 
do question the wisdom of much of the program. We should dis- 
cuss some of the projects—which ones have been delayed, those de- 
layed prematurely and postponed. 


OBLIGATIONS UNDER THE TECHNICAL COOPERATION PROGRAM 


Mr. Taser. I wonder if we might have, right now, the obligations 
to this date of that $125 million ? 

Mr. Passman. Through the latest date available. What is the 
total of the obligations through March ? 

Mr. Mourpnuy. $63,769,000. 

Mr. Passman. Just a little more than 50 percent of the $125 mil- 
lion had been obligated at the end of 9 months of operation ? 

Mr. Murreny. That is correct; yes, sir. 

Mr. Passman. I wonder where this information came from. I am 
concerned about it because it is not in accord with the facts of record. 
What was the total of unexpended funds in the account ? 

Mr. Murruy. I do not believe I have March 31. I have a Feb- 
ruary 28 figure on that. 


UNEXPENDED BALANCE UNDER THE TECHNICAL COOPERATION PROGRAM 


Of the $125 million, Mr. Chairman, $97,479,000 was unexpended 
on February 28. 

Mr. Passman. How about prior obligations? When this was be- 
fore the committee last year, there was $165,163,000. 

Mr. Mourrny. As of June 30. 

Mr. Passman. That is correct. 

Mr. Murruy. I have a corresponding figure for this year. I can 
give it to you in just a moment. 

Estimated unexpended balance on June 30, 1958, is $176 million, 
but that includes $11 million of multilateral. 
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Mr. Passman. Regardless of what it includes, you had the same 
figure last year; so you will have an unexpended balance of some 
$11 million more than you had last year. 

Mr. Mourrny. Let me give you the figure without the multilateral 
feature. 

Mr. Passman. Did you have that in the balance last year? 

Mr. Mourenuy. No, sir. 

Mr. Passman. Ali right. 

Mr. Murreny. The figure for the purely bilateral program is $165.9 
million, estimated, on June 30, 1958. 

Mr. Passman. Which is approximately the same amount as you had 
last year. 

Mr. Denton. Unobligated ? 

Mr. Murrey. Unexpended. 

Mr. Passman. But as of March 31 this year, you obligated $63 mil- 
lion of the $125 million. 

Mr. Mourrny. That is correct. 

Mr. Passman. Which is approximately 50 percent of the total ap- 
propriation obligated during the first 9 months? 

Mr. Moureny. That is correct. You understand this is not an un- 
usual pattern, Mr. Chairman. 

Mr. Passman. It may not be unusual, but we are going to have to 
clear this up. The statement is made here that last year $125 million 
was appropriated of the $152 million requested for the bilateral tech- 
nical cooperation program. This was a 17-percent reduction. 

You state: 


In applying this to our country programs we took every care to minimize and 
postpone damage. 


Progecrs TERMINATED PREMATURELY, PosTPONED, UNDERFUNDED, AND 
UNDERSTAFFED IN 1958 


Proceeding on to page 13, you state specifically : 

Now this program has been delayed. Projects have been terminated pre- 
maturely; others were postponed, underfunded and understaffed; participants 
and technicians had to be dropped from our plans. 

We wish someone could name these projects and discuss them. 

Mr. Gary. Mr. Chairman, there is another phase of this which I 
would like to know something about. I would like to know the meth- 
ods used in determining where these cuts would be made. For ex- 
ample, it is pointed out in Mr. Smith’s statement that the reduction 
in the total amount was 17 percent, whereas there was a 25-percent 
reduction in the technical cooperation program for Israel. There was 
a 20-percent reduction in the Latin American countries. 

If they were required to reduce only 17 percent, how did they deter- 
mine that Israel should be reduced 25 percent and the Latin Ameri- 
san. countries 20 percent, which is more than the average? That 


means they must have cut some of these countries less than the 
average. 


Mr. Smiru. That is quite correct. 

Mr. Gary. I would like to know the determining factor. 

Mr. Passman. First, if we may, Mr. Gary, I want to get this in, 
and then follow through on your statement: Projects have been ter- 
minated prematurely, you state; others were postponed, underfunded, 
and understaffed; participants and technicians had to be dropped 
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from "pe plans. We should know some of the countries where you 
canceled projects. 

Mr. Samir. As we go on with the presentation, sir, the regional 
directors will appear here—we have four regional directors—and they 
will state for their particular regions how these reductions were made, 
specifically what they were, and will pick up the answers to these 
questions you are asking. 

I would like to say 

Mr. Passman. We would like to have these answers now, even if 
we have to call a brief recess and bring these people before the com- 
mittee. An indictment of this nature should be straightened out. 

If you have the data to support the statements we should know 
what was involved—the countries, the projects, the number of techni- 
cians, and to what extent there was delay and curtailment. 

Mr. Rooney. And at this point in the record and not later on so it 
stands out like a sore thumb. 

Mr. Passman. We had better clarify this situation even if it calls 
for a brief recess. 

This is extremely confusing as the record is entirely different from 
the information that has been given to us, Mr. Smith. 

Mr. Smirn. Let me state the case as I know it: 

I arrived on the 8th of October in this job, and one of the things 
I wanted to find out at once was, “What have you done in view of the 
fact that the request you made to the Congress was not given to you 
and you are having to reduce the programs that you presented to Con- 
gress?” 
~ In this field here, as you remember, the appropriations were made 
available after the beginning of the fiscal year and they had to go back 
and take the total technical cooperation program and readjust it to 
the amount of appropriations made available. 

They cannot just take 17 percent off each and every item in the 

roposal, and that is why you get this variation. One country may 
ess been cut 25 percent, another country 20 percent, and maybe an- 
other country not cut at all, but this takes quite a lot of time to 
develop and it delays the obligation of money because as this is going 
on, nothing is being done with regard to the fiscal 1958 available 
moneys. 

Mr. Gary. Mr. Chairman, I agree with you and Mr. Rooney that 
that information ought to be at this point in the record, and I move, 
sir, that we recess until 1 o’clock. 

Mr. Passman. Would you withhold the motion until I can make 
this observation? It is being repetitious, but it should be stated for 
the record : 

In fiscal 1957 the Congress approved $136,620,000, and the Agency 
could obligate only $124,567,000. So, they came before the committee 
and stated, “We have an unobligated balance in this particular fund 
of $12,053,000.” 

Now, notwithstanding the fact that you asked for more, you did 
receive a larger amount for fiscal 1958 than you were able to obligate 
in fiscal 1957. 

As a serious charge has been made, which refers directly to countries 
and to programs, Mr. Gary has moved that the committee now recess 
until you can provide detailed information. Without objection, we 
stand recessed until 1 o’clock. 

Mr. Suirx. All right, sir. 
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AFTERNOON SESSION 


Mr, Passman. The committee will come to order. 

Shortly after 11 o’clock this morning we were discussing certain 
portions of the Director’s general] statement, and the question arose 
as to the critical statements about the technical-aid program. In view 
of these critical statements concerning the action of Congress in con- 
nection with the technical-cooperation program, I consider it ap- 
propriate that we should now develop the actual facts. 

May we receive for the record the amount appropriated by the 
Congress for fiscal 1956? Do you have that information, Mr. Con- 
troller ? 

Mr. Murrny. Yes, sir. 

Mr. Anprews. That is for the technical-cooperation program? 

Mr. Passman. Yes; that is the technical-cooperation program of 
the United States. 

Mr. Mureny. Mr. Chairman, I am having trouble finding it. 

Mr. Passman. Take your time. 

Mr. Moreny. I am afraid I cannot give you that answer, Mr. 
Chairman. 

It appears to me, in reviewing my records, as if in 1956 there was 
not any single appropriation. It appears to have been an economic 
and technical assistance combined appropriation. 

Mr. Passman. I think it was in three separate categories. 

Mr. Denton. That was in the point 4 program then, I believe? 

Mr. Passman. That is right. 

How about fiscal year 1957 ? 

Mr. Moureny. But I think it was combined. 

Mr. Passman. The amount requested in fiscal 1957 is what we 
want now. 

Mr. Murrny. I donot have that figure with me here. 

Mr. Passman. All right; let us have the amount that the Congress 
appropriated in fiscal 1957. 

Mr. Taser. Off the record. 

( Discussion off the record.) 


STATUS OF TECHNICAL COOPERATION FUNDS IN FISCAL YEAR 1957 


Mr. Morrny. I have the obligations, sir, for fiscal year 1957, and I do 
know we had $12 million unobligated. 

Mr. Passman. Let us take fiscal year 1957: Congress appropriated 
how much money for the fiseal year 1957 program ? 

Mr. Murpuy. I do not have that figure, Mr. Chairman. 

Mr. Passman. It is my understanding the amount was $135 million. 

Mr. Morreny. That isright; I peeielea it. 

Mr. Passman. And there were no-year funds available in the 
amount of $1,620,000 which we recommended be carried over, giving 
you a total of $136,620,000. 

Mr. Murpny. That is correct. I remember it. 

Mr. Passman. You were able to obligate during fiscal 1957 
$124,567,000 ? 

Mr. Morpny. Yes, sir; that is right. 

Mr. PassmMan. So, at the end of the fiscal year you had unobligated 
funds in the amount of $12,053,000 ¢ 

Mr. Mureny. That is correct, sir. 


only 
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Mr. Passman. But you had unexpended funds in the amount of 
$165,163,000 ? 

. Murry. Yes, sir; there is just one comment I would like to 
make about that, Mr. Chairman: Those figures did not include funds 
for Yugoslavia and Spain which during that year were financed from 
defense support money. 

r. PassMan. We are dealing with the year itself as to the amount 
you had available, the amount of money you obligated, the amount of 
money you had on hand unobligated at the end of the fiscal year, and 
the amount of money in the pipeline. 

Mr. Mourruy. There were $2.5 million in obligations in the European 
defense support account which in that fiscal year were not charged to 
technical cooperation funds. 

Mr. Passman. Even adding that, which we cannot do, you would 
still have in excess of $10 million unobligated ? 

Mr. Morrny. It would not have changed the unobligated figure. 
Westill would have had the $12 million unobligated. 


REDUCTION BY THE DEPARTMENT IN TECHNICAL ASSISTANCE PROGRAM IN 
1958 


Mr. Passman. Referring again to the Director’s statement of this 
morning, he said: “Last year $125 million was appropriated of the 
$152 million requested for the bilateral technical cooperation pro- 
gram—a 17 percent reduction. In applying this to our country pro- 
grams we took every care to minimize and postpone damage. (I have 
attached to this statement a table showing how this was carried out in 
each country.) 

“Nevertheless, it was inevitably a substantial setback to the program. 
The program has been in a stage of improvement and gradual orderly 
expansion. It had general approval of the Congress and the people. 
Now, this progress has been delayed. Projects have been terminated 
prematurely and others were postponed, underfunded, and under- 
staffed; participants and technicians had to be dropped from our 
plans; and good new projects requested by cooperating countries and 
previously considered favorably had to be rejected.” 

Now, if we may take those points up one at a time, what projects 
did you have to postpone as a result of the reduction which the Con- 
gress made last year? 

Mr. Smiru. Mr. Chairman, since your request of about 2 hours ago, 
I have assembled and brought back with me the individuals who have 
area responsibilities in this program. They were normally scheduled 
to appear later during the course of this presentation to give you the 
data that you are now asking for, but in view of this request this morn- 
ing, we are glad to come up here rather hurriedly and have these in- 
dividuals present the case for each one of the countries as we go 
through this list on the table referred to in presentation. That is page 
27 of the document that is before you which gives country by country 
the fiscal year 1958 request, and the estimated obligations. 

Mr. Taner. Would these people be prepared to give the 1957 figures 
at this time? d 

Mr. Murpny. Yes, sir. 

Mr. Smiru. I think they would. 
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These individuals are the regional directors. I would like to ask 
the regional director covering Africa and Europe to appear as a wit- 
ness first, and he will go down the list of countries answering each of 
these specific questions. 

In addition to the regional directors, Dr. Fitzgerald is here, who is 
the Deputy Director for Operations and he is prepared to give you 
evidence and the story on the problems in converting a program to 
an actual operation in the field after money is made available by 
Congress. 

As I said, these things would normally have been presented later on, 
but in view of your request, we are here and we will do the best we 
can, although we have not had quite the time to organize which we 
would like. 

Mr. PassMAN. Would it not be proper for me to repeat the question 

that Lasked Mr. Murphy this morning: 

Of the $125 million appropriated “by the Congress for fiseal 1958, 
as of the end of March, which covers 9 months ‘of the present fiscal 
year, what amount had been obligated ? 

Mr. Murpuy. $63,769,696. 

Mr. Passman. That left to be obligated during the last 3 months 
more than $61 million ? 

Mr. Denton. Is there not a carryover there also? 

Mr. PassmMAN. I am speaking now strictly to appropriations. 

Mr. Denton. Did we not appropriate $12 million last year ? 

Mr. PassMan. No; that was carryover. 


TECHNICAL COOPERATION FUNDS AVAILABLE IN FISCAL YEAR 1958 


What was the total amount of money available? 

Mr. Morpuy. The appropriation was for $113 million of new 
moneys, and $12 million was reappropriated money, making a total 
of $125 million, and there were $3.8 million of no-year funds for the 
Institute of Inter-American Affairs and reimbursements. The total 
was $128.8 million. 


UNOBLIGATED BALANCES, 1957 AND 1958 


Mr. PassmMan. What amount do you anticipate will be on hand, 
unobligated, as of June 30? 

Mr. Murpuy. Our estimate at this time is that, as of June 30, Mr. 
Chairman, the full amount available will be obligated. 

Mr. Passman. Do you have specific figures to indicate that all of 
the money will be obligated? I am thinking of last year, when we 
had a similar case under discussion. 

Mr. Morpny. Well, last year was not quite similar, Mr. Chairman. 
Last year, if you recall, there was a very serious fi: areup in the Near 
East, and the British and the French and the Egyptians and the 
Israelis were fighting in the Near East, and our program had to be 
terminated in a number of countries, and our people had to be evacu- 
ated and it was impossible to carry on a program under the circum- 
stances. This, in part, accounted for the unobligated balance at the 
end of the year. 

When I say we expect the funds to be fully obligated this year, I 
would qualify that on this account, as I would in any other account, 
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and say that this is the best judgment we could make at this time, and 
that our experience shows that each allottee, or, at least, some of them 
do not use the last dime that is allotted, and the sum total of small 
residues that came about in these accounts from country to country 
may amount toa couple of million dollars. 

Mr. Passman. This is a continuing program, and it has been in 
effect for several years? 

Mr. Mourpuy. Yes, sir. 

Mr. Passman. And every year the Seca is increased ? 

Mr. Morruy. Well, not exactly, sir. Last year there was a reduc- 
tion. You pointed out that we had $135 million in fiscal 1957. 

Mr. Passman. There was a reduction simply because you could not 
obligate the amount of money that the Congress appropriated ; is that 
correct ¢ ' 

Mr. Morrny. I am sure that is what motivated the reduction. 

Mr. Passmay, Is it correct that you could not or did not obligate 
all] the funds that Congress appropriated ? 

Mr. Morruy. That is correct. 


Se a ee ne oe 


RISE IN TECHNICAL COOPERATION PIPELINE IN FISCAL YEAR 1957 


Mr. Passman. But at the time you did have in the pipeline $165,- 
163,000? 

Mr. Mourpny. Yes, sir. 

Mr. Passman. And, in many instances in the past, projects included 
in this pipeline would not be completed for various reasons? 

Mr. Murrny. Yes, sir; we have had to abandon projects. 

Mr. Passman. Not for lack of money, but for other reasons ? ' 

Mr. Murry. Yes, sir. ' 

Mr. Passman. And it would be expected that there would be certain . 
projects abandoned under this pipeline ? 

Mr. Mourreny. Yes, sir; I think that would be reasonable to expect. 

Mr. Passman. In what previous years had the pipeline been this 
large? 

Mr. Mourruy. Well, the pipeline, Mr. Chairman, on the technical 
cooperation program has been rising slightly—TI will take the word 
“slightly” away, because you might not agree it is slight, but it has 
been rising fairly steadily as the size of the program and the size 
of the appropriations made by Congress have grown. 

Mr. PassMAn. What would you call “slight” ? 

Mr. Murruy. I would say a $4 million or $5 million increase of a 
$160 million pipeline would be slight. 

Mr. PassmMaAn. So, the pipeline at the end of June 30, 1957, was the 
largest pipeline that you have had under this program ? 

Mr. Murrny. Yes, sir; it has been growing steadily. 

Mr. Passman. And it was the largest unobligated amount that 
you had carried over under the program ? 

Mr. Murpny. Yes, sir; it was. 


DIFFICULTY OF RECRUITING TRAINED TECHNICIANS 


Mr. Passman. And is it not true that you stated before the com- 
mittee last year that one reason for the unobligated amount carried 
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over was that you were having difficulty recruiting trained tech- 
nicians to do the work ? 

Mr. Murpny. Yes, sir; we did indicate difficulty in obtaining 
trained technicians, 

Mr. Passman. But you did discharge, during the year, trained 
technicians ? 

Mr. Murruy. Well, undoubtedly, we discharged some, if you mean 
the employee left involuntarily. 

Mr. Passman. I mean that during the year you discharged some 
technicians ? 

Mr. Morpuy. Yes, sir; in addition, a large number of technicians 
leave every year, because they only sign on for a 2-year tour of duty 
and, at the end of the 2-year tour of duty if they elect not to continue 
with the agency or the program, they are dropped from our rolls. 


INCREASE IN PERSONNEL IN FISCAL YEAR 1958 


Mr. Passman. In the overall personnel of ICA, was there an in- 
crease in 1958 over fiscal year 1957 ? 

Mr. Mourruy. Yes, sir. 

Mr. Passman. And there were certain reductions in other pro- 
grams, were there not ¢ 

Mr. Murpuy. Yes, sir; we had a substantial reduction in the de- 
fense support program, for example. 

Mr. Passman. But you did recruit and you had a larger number of 
personnel on the rolls for fiscal 1958 than in fiscal 1957 4 

Mr. Mourruy. Yes, sir; that is accounted for, sir, by the fact that 
9 out of 10 of our employees are paid from technical cooperation 
funds. 

Mr. Passman. But you still have a larger number of personnel ? 

Mr. Mourrny. Yes, sir. 

Mr. PassmMan. You indicated by the testimony this morning that 
you have fewer employees in the technical field. 

Mr. Mourpenuy. No, sir; we did not say that, Mr. Chairman. 

Mr. PassMan. You said you separated 

Mr. Murpny. No, sir; we pe we had dropped the pene for re- 
cruitment and they had to be canceled. In other words, I tried to 
make clear 

Mr. Passman. The Director asserted in his statement as follows: 
“and understaffed; participants and technicians had to be dropped 
from our plan.” 

Mr. Murrny. Not from the payroll, but these are poor we other- 
wise would have gone out and recruited, and we had to stop recruit- 
ment action. Wenever got them, in fact. 

Mr. Passman. Despite the fact that you have more than $60 million 
unobligated as of March 31, 9 months of the fiscal year having 
elapsed, do you contend that projects have been terminated prema- 
turely and that others were postponed, underfunded, and under- 
staffed because of the action of the Congress? 








EXAMPLES OF REDUCTION IN TECHNICAL COOPERATION PROGRAM 


Mr. Ssorn. I think the best thing to do, Mr. Chairman, is to pre- 
sent precise examples that go in support of these statements here so 
you can evaluate the facts with what has been said here. 

25164—58——6 
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I think that would help clarify the situation for all of us here. 

Mr. Passman. Then we shall begin by asking the number of proj- 
ects that have been terminated prematurely. 

Mr. Smiru. We are not prepared to do it in that fashion. I would 
like to present this, region by region, and give you the data we have. 

Mr. Passman. Could we get some answers to these questions, first ? 
I think for this statement to have been made they must have some- 
where given you the information. 

Will you name the projects and then locate them ? 

Mr. Smiru. I am prepared now to put up individual witneses to 
give you specific examples of these things. 

Mr. Passman. Let us deal with it on an overall basis. I think 
the committee should be informed by name what projects have been 
canceled, and the location and the reason for each termination as well 
as those which were underfunded. 

Mr. Smiru. That is what we are prepared to do. 

Mr. Passman. Do you not have the information in general? Do 
you have the aggregate of those projects ? 

Mr. Smiru. In the short time we have had available we have not 
totaled this up. I have had to get 4 different people in here cover- 
ing 4 different areas and they will state their cases individually and 
then we can total it up at the end of that if you would like, but actu- 
ally this will not produce the entire facts of the matter. 

Mr. Passman. This is a general statement, and with such a gen- 
eral statement, certainly we should have a general reply. : 

If you had rather select some specific place, that is quite all right, 
and we shall proceed on that basis. 

Mr. Smrru. I think the best thing to do is to follow the order given 
on this list, and we will go down these countries as they are given 
on page 27. 

Mr. Passman. Is it not on an area basis? 

Mr. Smirn. Yes, sir. 

Mr. Passman. Is not this program—the technical aid program— 
even though in regions—covered by lump sums for the overall? 

Mr. Smit. Yes, sir; it is one appropriation for the world but the 
sum is the total of the amounts required in each region. 

Mr. Passman. Could we not save time, as this is covered by one 
appropriation on a worldwide basis, for you to state approximately 
the number of projects that have been terminated as a result of the 
reduction last year ? 

Mr. Smirn. Mr. Chairman, there are 56 different countries and ac- 
counts involved in here on which we were planning during the course 
of this presentation to give you the details. You have asked us on 
very short notice to come up and jump the gun, so to speak, on our 
presentation. 

I am doing the best we can to do this, because I recognize your 
interest in the matter, but we will have to do this in four separate 
parts at this moment. We can then tabulate this thing and give you 
global sum totals later on. 

- Mr. Passman. This is a general statement, and we should like to 
deal with it in a general way—we should like to be informed as to the 
number of projects, worldwide, that you had to terminate, and the 
number of technicians you had to separate or transfer as a result of 
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the action of the committee last year. Much of your statement deals 
with what the committee did last year, and does not say too much 
about what you propose to do in fiscal 1959. 

Mr. Gary. I was getting ready to make that observation, Mr. Chair- 
man. The statement reflects on the committee, and is not on a regional 
basis; it is on a general basis. 

Mr. Passman. Therefore, the supporting evidence should be on a 
general basis. 

Mr. Gary. If, in addition to that, they want to break it down to a 
regional basis, that is all right, but I would like to see the general 
statement justified before we go any further, 

Mr. Passman. That is exactly my point, as this is a general pro- 
gram, worldwide, and as the statement made was general in nature. 
We want you to give us the answers as to the number of projects, 
worldwide, that have been affected. Was such information not avail- 
able for you to prepare your statement ? 

Mr. Smirn. Mr. Chairman, now, 2 hours ago you asked us to go 
back and get the people who could come up and give you specific ex- 
amples of the projects that have been terminated prematurely, and I 
have people here that can do that. 

I do not know how you could answer that when you say, “What 
projects have been terminated prematurely?” The best answer I know 
is to give you the facts, project by project. I do not know how you 
could come up with a general answer. 

If I should say that X number were terminated prematurely, you 
will say, “How do we know they were terminated prematurely ?” Iam 
ready and willing to give you ‘specific examples as to how the project 
was started, and how it was terminated, and you can evaluate them to 
see if it backs up, in general, these remarks. 

Mr. ae Your general statement is purely one of opinion and not 
of fact, because, if it is a statement of fact, you should be able to 
justify it with supporting evidence. That is all we are asking for. 

Mr. Smiru. What we are trying to do is to give you specific ex- 
amples to back up these statements. 

Mr. Passman. Whois your first witness, Mr. Director ? 

Mr. Smirn. The Regional Director for Africa and Europe, Mr. Van 
Dyke. 


Proyects In Evrore anp ArricA Wuicn Were TERMINATED PREMA- 
TURELY, PostrpoNED OR RepuceD tn 1958 ror Lack or Funps 


Mr. Passman. Mr. Van Dyke, how large a section does your region 
cover? How many countries ? 

Mr. Van Dyke. My region covers the continent of Africa, with the 
exception of Egypt and the Sudan, and the countries of Europe in 
which we are still active. 

Mr. Passman. In your fiscal 1958 program, had you had any diffi- 
culty funding your programs? 

Mr. Van Dyke. Well, sir, there are always problems. 

Mr. Passman. From lack of finances, did you have any problem 
funding your programs ¢ 

Mr. VAN Dye. Well, that is a rather general question, sir. 
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Mr. Passman. I meant for it to be general, and you should know 
whether or not you had any problem funding your programs because 
of lack of finances. 

Mr. Van Dyke. I think, in general, we can say that we did have 
trouble funding certain programs. 

Mr. Passman. Would that be the fault of the Congress? You had 
$12,053,000 unobligated, which lapsed because you could not obligate it. 

Mr. Van Dyxr. No, sir; I donot think you could say it was the fault 
of the Congress. The situation changes, and estimates which were 
made months ago sometimes have to be reevaluated in the light of 
worldevents. That has happened in a number of cases. 

Mr. Passman. How many projects have been terminated premature- 
ly in your region as a result of the reduction in the appropriation made 
by Congress last year ? 

Mr. Van Dyke. In the short time that I have had to pull together 
information on this, I think I could tentatively identify at this time 
one which might be considered prematurely terminated. 

Mr. PassMaAn. Do you know of any others that were postponed on 
account of the lack of finances? 

Mr. Van Dyke. Yes, sir; quite a number of them. 

Mr. PassMAN. Please give us examples. 

Mr. Van Dyke. There are five countries in my region where this 
year we have less money in the technical cooperation account than we 
requested of Congress last spring. They are Yugoslavia, Ghana, Mo- 
rocco, the overseas territories, and Somalia. If I could pick out one 
of those countries, we have postponed the sending of several tech- 
nicians to Yugoslavia with the thought that we can pick them up in 
subsequent years. 

Mr. Passman. Why Yugoslavia? You had some specific reason, 
did you not? Is it not true that the President decided to withdraw 
all sy from Yugoslavia on a temporary basis? Did that happen last 
year? 

Mr. Van Dyke. I do not think that was ever publicly acknowledged 
if it was done. 

Mr. Passman. It was reported in the press, at least, that certain aid 
to Yugoslavia was being dispensed with or suspended. Is that your 
understanding, Mr. Controller? 

Mr. Murrny. I remember the military being suspended, Mr. Chair- 
man, definitely. 

Mr. Passman. But you could not say definitely that this was not 
included ? 

Mr. Morrny. No, sir. 

Mr. Passman. And you could not say definitely that this was in- 
tended that way ? 

Mr. Van Dyke. I do not think an announcement to that effect was 
ever made; no, sir. 

Mr. Passman. How many countries do you have in your region 
which are understaffed ? 

Mr. Van Dyxe. Understaffing is related to whether or not we have 
adequate funds for a given project. 

I think the Director this morning in his testimony referred to 
Somalia. In that case we would probably have one additional water- 
resources technician in the country had additional funds been avail- 
able. I would consider that an example of understaffing. 


— 
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Mr. Passman. At the beginning you stated that in one country a 
project had been delayed for lack of funding. 

Mr. Van Dyke. Yes, sir. 

Mr. Passman. One country / 


TERMINATION OF HANDICRAFT SCHOOL PROJECT IN ETHIOPIA 


Mr. Van Dyke. No, sir; I think I said, sir, that I could think of 
one project which had been terminated. 

Mr. Passman. What type of project was that? 

Mr. Van Dyke. That had to do with a handicraft school which we 
were financing in Ethiopia. 

Mr. Passman. How much had we already allocated to that project? 

Mr. Van Dyke. I do not have that figure at my fingertips. 

Mr. Passman. What was the total amount of the project? 

Mr. Van Dyke. I do not know, sir; I would have to check the rec- 
ord on that. 

Mr. Passman. I should think you would know that, as it is your re- 
sponsibility. You do not have the figure there ? 

Mr. Van Dyke. No, sir; but we will get that figure for you. 

Mr. Passman, All right. 

(The information requested appears in the appendix on p. 1504.) 

Mr. Passman. Do you have another witness, Mr. Director ? 
ov Smirx. The next is the Director for the Near East and South 

sia. 

Mr. Anprews. Mr. Chairman, before you get away from this, I 
would like to know what the project would have cost. 

Mr. Passman. I asked that question, and they will get the informa- 
tion—for the record—the planned cost of the project and the amount 
we had expended when you terminated it. 

Mr. Van Dyke. Yes, sir; we will give you that information. 

Mr. Denton. Did you ask for that project in your budget last year? 

Mr. Van Dyke. I would have to check the budget submission again, 
sir. 
Mr. Passman. You do not know whether you had requested it in last 
year’s appropriation or not? 

Mr. Van Dyke. I have not looked at that book for a long time, Mr. 
Chairman, and I would have to review the record. 

Mr. Denton. Are not those rather serious nee 2 

Mr. Rooney. Can you not give an answer readily to that? 

Mr. Van Dyke. I can assure you that I have studied the record 
very carefully. 

Mr. PassMAn. But, specifically, you do not know whether or not 
this particular project had been included in the request last year? 

Mr. Van Dyke. I cannot answer that categorically without ref- 
erence to the presentation. 

Mr. Denton. Did you give information to the Director that this 
program was handicapped, and the project had to be withdrawn be- 
cause you did not have sufficient funds? 

Mr. Van Dyke. We were asked as a staff to provide information 
about the effectiveness of the program and where cuts had to be made, 
because of the reduction in the appropriation. 

Mr. Passman. Off the record. 

(Discussion off the record.) 
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Mr. Anprews. Are you going to ask him about these other charges 
that projects were terminated prematurely ? 

Mr. Passman. Yes, sir. 

Mr. Anprews. What about the ones which were postponed? There 
were five charges set forth in this paragraph, Mr. Chairman. While 
you have the area director, I thought you ought to let him tell us if he 
had any other case which fell into any of these other categories. 

Mr. Denton. I think we ought to cover them all. 

Mr, Passman. Of course, this could go on indefinitely. I think it 
may be just as well, since we have area men here, to let us go around the 
table and ask each area representative questions. 

Mr. Van Dyke. Mr. Chairman, could I inject one thought ? 

Mr. Passman. Surely. 

Mr. Van Dyke. I have just looked at last year’s presentation book, 
and find the figure in the country presentation for Ethiopia of $50,000 
for vocational and industrial crafts. This particular handicraft 
school could have been financed from that sum. 

While I stated I could think offhand of only one project which 
might be classified as prematurely canceled, that does not mean to 
imply that there would not have been other projects which, had they 
received the amount requested, would have been instituted. 


OBLIGATIONS IN FIRST 9 MONTHS OF FISCAL YEAR 1958 


Mr. Passman. It is impressive to me that after 9 months of opera- 
tion under this particular item you have obligated only slightly in 
excess of 50 percent of the total appropriation, and you have 50 
percent remaining for obligation in the last 90 days of the fiscal 
year. 

Mr. Smiru. Mr. Chairman, I would like to talk about this 9 full 
months for a minute, or two, or let Dr. Fitzgerald talk about it. 

We have not had 9 full months in which to work on it. 

Mr. Passman. He gave the figures to us through March 31. 

Mr. Smitru. But when were we permitted to start working? When 
were the appropriations? When were they available to the adminis- 
tration in a manner in which we could set forth a program which we 
could work on ? 

Mr. Passman. I thought we had agreed that this is a continuing 
program and that you had the pipeline loaded with some $165 million. 

Mr. Murry. But, the pipeline has nothing to do with the obliga- 
tion of current year money. 

Mr. Smrru. Could Dr. Fitzgerald talk to this point ? 

Mr. Passman. If it is just as well, we shall question the area direc- 
tors, and then come back to the director for a summary of the situa- 
tion. 

Mr. Gary. You stated you had one project terminated prematurely ? 

Mr. Van Dyke. Yes, sir. 


PROJECTS POSTPONED 


Mr. Gary. How many projects were postponed in your area? 

Mr. Van Dyke. I did not have time, since I was advised of this 
hearing, to pull together a specific figure on that, but I might give you 
some illustrations. I have already referred to Somalia. We would 
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have stepped up our water resources activities, probably some educa- 
tional work, and perhaps some public administration if the funds had 
been larger. 

In the overseas territories there is a great need for teachers, and 
we have been planning some teacher activities specifically in Nigeria 
for some time, but we have now postponed that until the next fiscal 

ear. 

There were 4 technicians that we did not send Yugoslavia, 1 in 
mining and minerals, 1 in industrial management, 1 in power, and 
another in livestock production. These technicians had been re- 
quested by the Government of Yugoslavia and would have been sent 
had we had sufficient funds. In addition, the Yugoslavian Govern- 
ment asked for some equipment to assist them in a rubber processing 
plant which they are getting underway, and we are not in a position 
to supply that. 

Mr. PassmMAn. Off the record. 

(Discussion off the record.) 

Mr. Van Dyke. Those were in our program for last year. 


PROGRAM CAPABLE OF EXPANSION 


Mr. Gary. Of course, you could spend 10 times as much as you are 
requesting for each of these countries if you wanted to take up addi- 
tional projects. Is not that true? 

Mr. Van Dyke. I do not think that is quite true across the board. 
As you know, this appropriation is limited to demonstration and train- 
ing. In many countries we have difficulty finding people within the 
country who are ready to be trained. So, there is a limit to the absorp- 
tive capacity of certain countries for a program of this sort. 

It is not capable of indefinite expansion, and we would not recom- 
mend that. 

Mr. Gary. You would not recommend it, but it would be possible. 
In other words, you say you have to stop certain projects because 
you do not have the money. If you had all the money that you re- 
quested, there would still be projects that could be done in these 
countries that you could not go ahead with ? 

Mr. Van Dyke. I donot think I understand the question completely. 

Mr. Gary. The question is: Have you requested money for every 
project that could be profitably done in each of these countries? 

Mr. Van Dyke. No; I think there are a great many things that could 
be done profitably if it were not for limitations on the resources of 
the United States in terms of money and personnel and so on. 


FUNCTION OF CONGRESS IN FIXING FUNDS FOR PROGRAMS 


Mr. Gary. That is exactly the point I am getting at. When Con- 
gress appropriates these funds according to the resources of the United 
States, then to say that Congress is blocking the program—that is a 
misstatement; is it not? 

Mr. Van Dyxe. The question of the extent of our resources is a mat- 
ter of judgment, of course, about which reasonable men might dis- 
agree. ; 

Mr. Gary. And, that is the judgment which the Congress is sup- 
posed to exercise. 

Mr. Van Dyke. In the last analysis; yes, sir. 
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Mr. Gary. How many projects do you have in your area that are 
underfunded ¢ 

Mr. Van Dyke. Well, these categories are not exclusive because 
they do overlap. 

I have mentioned already water resources in Somalia. This was 
underfunding. We also postponed some activities and failed to send 
technicians whom we otherwise might have sent. So, these categories 
do overlap. 

Mr. Gary. There are a good many projects of that kind in the 
United States which are underfunded; are there not ? 

Mr. Van Dyke. Yes, sir. 

Mr. Gary. And which projects we have had to postpone because of 
the fiscai conditions of the United States ? 

Mr. Van Dyke. That is what my friends from the West tell me; 

eS, sir. 
3 Mr. Gary. The President vetoed a bill the other day which author- 
ized some domestic projects that the Congress thought ought to be 
handled in the United States. The President did not think so. There- 
fore, he vetoed the bill. 

Is it a virtue to postpone projects in the United States and a crime 
to postpone them in foreign countries ? 

Mr. Van Dyxe. Well, sir, I would not want to be put in the 
position: 

Mr. Smirn. Mr. Chairman, possibly I should answer that. There 
has been no indication that there is any crime involved here in post- 
poning these things. 

Mr. Gary. Of course, I was using “crime” in its broad sense. 

Mr. Smirx. But, I think we should understand this: We are en- 
deavoring as an Agency of the Government to tell you that the 
rate of progress in this particular activity was slowed down. Now, 
this does not say that we are blaming you or anyone else. Obviously 
this thing cannot always continue at exactly the same pace. As you 
have already said, it depends to some extent upon what resources 
of the United States are available, what our commitments are, and 
the problems with which the Congress is faced. But it would cer- 
tainly be negligent on my part to come in here to tell you that the 
programs are going along fine and splendidly when other people tell 
me that in certain countries it has definitely slowed down. 

We are trying to portray to you a picture of the situation as it is, 
and I do not think we should have any feeling here that we are trying 
to blame you with something because there are certainly other over- 
riding problems that Congress is faced with, and we recognize those. 

Mr. Gary. The language in your statement, Mr. Smith, is a rather 
strong indictment against the Congress and, particularly, against this 
committee, because ‘this committee was the one which recommended 
those cuts. What I am trying to do is to point out that even though 
it may have been necessary to have curtailed your program to some 
extent, we are curtailing programs daily in this country, and needed 
programs, on various projects. I do not think there is any reason 
why we should not curtail projects in foreign countries as well as 
in the United States. The fact of the business is there are a number 
of people in Congress who think that the United States ought to take 
preference over these foreign countries. 
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UNDERSTAFFING IN TECHNICAL COOPERATION PROJECTS 


Now, how many of your projects are understaffed ? 

Mr. Van Dyxe. There, again, sir, I must refer to the fact that we 
did not send technicians to do certain jobs. I think that can be called 
understafling in terms of the project which we had anticipated. 

Mr. Gary. And that also includes the participants and technicians 
which you have dropped from your plans? 

Mr. Van Dyke. ves, sir. 

Mr. Gary. Well, now, could any of that have resulted from the fact 
that properly trained technicians were not available? 

Mr. Van Piece No, sir; I think that had been taken into account 
before we came to Congress to request these funds. We had screened 
these program requests quite carefully, from that point of view. 

Mr. Gary. What projects were rejected in your area ? 

Mr. Van Dyke. As I indicated previously, certain of them were 
postponed. I do not know whether you would call that a rejection 
or not, but they were rejected as far as this particular fiscal year is 
concerned. However, we hope to pick them up later. 


CATEGORIES OF POSTPONED OR CURTAILED PROJECTS 


Mr. Passman. I shall enumerate some of the various types of spe- 
cial programs and projects undertaken through the ICA program. 
You may insert in the record which ones of these projects have been 
postponed or curtailed, and whether they operate under this fund or 
other funds. The projects include: 

Steam-electric stations and plants, thermal-electric powerplants, 
hydroelectric powerplants, turbogenerators, power transmission and 
distribution, owertineh surveys, powerplant extensions, drainage de- 
velopments, aaeael developments and improvements, flood control, 
forest and watershed management, irrigation pumps and projects, 
ground-water development, agricultural drainage, river-valley devel- 
opment, irrigation-construction design, minerals development, water 
utilization, irrigation developments and extensions, soil surveys, soil- 
conservation programs, land reclamation, construction of reservoirs, 
antierosion projects, farm reclamation, construction of dams, soil con- 
servation and land utilization, water resources planning development, 
tank irrigation, reforestation, underground-water surveys, range im- 
provements, water-reconnaissance survey, water development, land 
clearing and preparation for cultivation. 

Would you indicate which of these particular projects, and in what 
countries, there may have been any curtailment ? 

Mr. Smirn. We shall be glad to, sir. 

(The information requested will be included in overall submission 
relating to reductions in program beginning on p. 1514.) 

Mr. Passman. Mr. Rooney, do you have any questions? 

Mr. Roonry. I do not believe I have any questions at this point, 
Mr. Chairman. 

Mr. Passman. Mr. Denton? 

Mr. Denton. You have charge of the technical assistance program 
for Europe and Africa? 

Mr. Van Dyker. Yes, sir. 
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FUNDS AVAILABLE AND OBLIGATIONS FOR TECHNICAL COOPERATION IN 
EUROPE AND AFRICA 


Mr, Denton. How much money was allocated to your region? 

Mr. Van Dyke. I do not have that figure at my fingertips. 

Mr. Denton. Do you have it, Mr. Murphy? 

Mr. Morrny. I believe I do, sir. The table I have before me in- 
cludes both the technical exchange in Europe and the technical coop- 
eration in Europe and Africa. 

Mr. Denton. I want the technical cooperation. 

Mr. Morenuy. All right, sir. Roughly, we expect to have available 
$10.4 million. 

Mr. Denton. Was that the amount allocated to you to be spent in 
Europe and Asia for technical cooperation ? 

Mr. Morruy. That was the figure for Africa. We expect to have 
available $2.85 million for Europe. 

Mr. Denton. That makes $14 million. 

Mr. Van Dyker. $13.2 million. 

Mr. Denton. How much of that remains unobligated ? 

Mr. Morpuy. I will have to give you this country by country, sir, 
because I do not have the breakdown by geographic areas. 

Mr. Denton. Please supply it for the record. 

Mr. Mourpnry. Yes, sir. 

(The information requested follows:) 


INTERNATIONAL COOPERATION ADMINISTRATION 


Unobligated balances of technical cooperation program, Europe and Africa, 
as of Feb. 28, 1958" 


Europe: 
I css aii iglilg ks el eae hat anche hamachi maeceaiaa ict Alicante aida $775, 346 
TREN es caso on dbase mpacesialh morons nniigite ebenatiine macbesipenessseieleaadsataaeeoe 1, 657, 590 
eens, | Maree 2s etki ecsusataisiadasgiegs& 2, 432, 936 
Africa: 
I sai insta altans anid nai sdipeiaiaiithar inlaid campeaeiiaiaiadatade 919, 982 
RO a sk wai, cenit te eceatebig teonGiunyc sa eatinaerexosadibeunesiaieiee peckoneia inet tamcanies 55, 
NI gs se ina ick ae oa ida iui a tah cs ane mem A ys lh coer ane abana 1, 124, 923 
ee a ea oe a ee 907, 422 
I ii 2s natn Ktanscdinnicncasiaicitini be Giapeleai cease tel dee: 166, 424 
I 2a scsi nea savtblaranag anaemia adminis 188, 276 
ns asad bac tteicd aa anal ok dace oa caiman eanaeieimiaees 718, 769 
IID CO ne ee ie oetedeeaeeioas 154, 705 
TE : DDO css. «cssinniinints eebsahibinietn alot ainagae aes 4, 235, 585 
eand total, Warope Bie BER. on Seerctine cuennebnemomseie 6, 668, 521 


2 Represents balances against allotments which do not necessarily reflect programs for 
entire year. 


Mr. Denton. If you do not know how much money was allo- 
cated. 





Mr. Passman. Would you mind delaying for just a moment and 
let us get the total now? 

Mr. Mureuy. The first country is Spain, and there the obligations 
out of the $1.1 million as of March 31 were $394,000 and the un- 
obligated balance was $706,000. 
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Mr. Denton. Let me ask the doctor if he did not know how much 
money was allocated to your region, and if you did not know how 
much you spent, and how much was unavailable, and how do you know 
that any of your projects were terminated prematurely, or were post- 
poned, underfunded and understaffed, and participants and techni- 
cians had to be dropped and new projects which were requested by 
the cooperating countries previously considered favorably had to be 
rejected ¢ 

Mr. Van Dyxe. Well, sir, we do know how much money was 
obligated in those countries. 

Mr. Denton. You do now, but when I asked you, you got it from 
Mr. Murphy. 

Mr. Van Dyxe. You asked me for a total figure. I do not have 
the total figures in my head, but I can give you the reference to the 
figure. 

Mr. Denton. What was the cut which caused you to terminate a 
project prematurely? What cut was that? 


PROJECT ELIMINATED IN ETHIOPIAN PROGRAM 


Mr. Van Dyke. The illustration which I gave was Ethiopia. 

Mr. Denton. How much was allocated to Ethiopia? 

Mr. Van Dyke. For the current year $3.6 million for technical co- 
operation. 

Mr. Denton. For Ethiopia? 

Mr. Van Dyxe. Yes, sir. 

Mr. Denton. I thought you gave me that figure for all of Europe. 

Mr. Van Dyxe. All of Europe was $2.85 million. 

Mr. Denton. And how much Ethiopia? 

Mr. Van Dyke. $3.6 million. 

Mr. Denton. Well, I do not understand that. 

Mr. Mureuy. Ethiopia is the African area. $2.85 million is the 
total for Spain and Yugoslavia, and the $3 million-plus for Ethiopia 
isa part of the African total. 

Mr. Denton. How much was the African total ? 

Mr. Murrny. $10.4 million. 

Mr. Denton. How much have you spent now in Ethiopia? How 
much is unobligated ? 

Mr. Mourreuy. The obligations at the end of March in Ethiopia were 
$2,202,000. 

Mr. Denton. And how much unobligated ? 

Mr. Mureny. The difference being $1.398 million. 

Mr. Denton. And what are you going to do with that $1,380,000? 

Mr. Mureny. We expect it will be obligated by June 30. 


REASON FOR ELIMINATING HANDICRAFT PROJECT IN ETHIOPIA 


Mr. Denton. Why could you not have obligated it for this handi- 
craft program, or $50,000 of it, is that is so important? 
_ Mr. Vaw Dyke. We considered that to be one of the lower prior- 
ities on the list in Ethiopia, and that is why it was selected for cancel- 
lation at this time. 

Mr. Denton. You did not consider it overly important ? 

Mr. Van Dyke. Well, it is a matter of priorities at all times. 
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Mr. Denton. What are you going to do with that $1.3 million 
which you have left ? 

Mr. Van Dyke. That is currently programed for individual proj- 
ects. Ican give you the listing of them. 


CONTRACT WITH OKLAHOMA STATE UNIVERSITY 


For example, there is a rather major contract which we have with 
the Oklahoma State University. You may recall that one. 

This contract needs some additional funds. 

Mr. Taser. What is that for? 

Mr. Passman. What is the amount of the contract ? 

Mr. Van Dyxe. The Oklahoma State University, sir, has a contract 
in Ethiopia to improve agricultural educational facilities there, and 
to provide teaching personnel. 

r. Denton. These teaching personnel will carry on handicraft 
work; will they not? 

Mr. Van Dyxe. The handicraft school was separate. It was located 
in a different part of the country and under different auspices. 

Mr. Passman. Would you please give the amount of the Oklahoma 
State University contract ? 

Mr. Van Dyke. I cannot give you that figure precisely. I will be 
glad to put it in the record. 

(The information requested will appear as part of the total uni- 
versity contract exhibit which appears on pp. 135 et seq.) 

Mr. Passman. If you cannot give the correct answers, let us leave 
it out of the record and go to the next one. 

Mr. Rooney. I have never listened to anything like this. You ask 
a question and you get no answer, but they will submit it later for the 
record. 

Mr. Taser. Here is what I am afraid of, and it might just as well 
be on the record: I am afraid that we are getting a lot of stuff. For 
instance, with reference to the Oklahoma ‘State niversity contract, 
I am afraid that if it is going to be obligated this year it will be very 
considerably after the first of the fiscal year for which the figures that 
we are looking at here are supposed to cover. 

I am afraid that we will not have much of a picture of the whole 
thing. 

Mr. PassMAN. So as not to confuse the record, please give the best 
answers you can and anything that you insert in the record will be 
with the specific permission of the committee. 


PROJECTS TERMINATED, POSTPONED, REDUCED, ETC. 


Mr. Denton. Did you submit to the Director or anyone that had a 
part in preparing this report a statement that certain projects in 
Africa and Europe had been delayed and other projects had been 
terminated prematurely or otherwise postponed, underfunded, under- 
staffed, and that participants and technicians had to be dropped from 
the plans and that projects requested by cooperative countries which 
were previously considered favorable, had to be rejected because you 
did not have funds? 

Mr. Van Dyxe. We did not submit a list of such projects, sir. The 
staff was asked to provide an evaluation of the effect of the cuts on the 
program. 
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Mr. Denon. Did you submit countries and projects? 

Mr. Van Dyke. We submitted statements by countries. 

Mr. Denton. And projects? 

Mr. Van Dyke. We indicated fields of activity. 

Mr. Denton. And the one to which you have referred is this 
handicraft school in Ethiopia? 

Mr. Van Dyxe. That was not submitted to the Director. 

Mr. Denton. You did not submit that? 

Mr. Van Dyke. No, sir. 

Mr. Denton. What was one of the others that you did submit? 

Mr. Van Dyke. We submitted no projects in that particular 
category. 

Mr. Denton. You submitted none that were prematurely termi- 
nated ? 

Mr. Van Dyke. No, sir. 

Mr. Denton. Did you submit any that were underfunded and un- 
derstaffed because of lack of funds? 

Mr. Van Dyke. Yes, sir; and you will see in the Director’s state- 
ment that was given this morning a paragraph relating to Somalia 
the material for which was provided by our Office. 

Mr. Denton. Anything else ? 

Mr. Van Dyke. We submitted statements for each of the countries. 

Mr. Denton. What were some of the others? 

Mr. Van Dyke. Yugoslavia, the overseas territories. 

Mr. Denton. What about participants which had to be dropped in 
the plan ? 

Mr. Van Dyke. As I indicated previously, we cut some technicians 
in Yugoslavia and in Somalia. 

Mr. Denton. What good projects which had been requested by co- 
operating countries and considered favorable did you have to reject ? 

Mr. Van Dyke. The use of the word “reject” there would refer to 
this fiscal year. I indicated some we had to postpone. You can think 
of those as having been rejected for this fiscal year. 

Mr. Rooney. Of those where you say you had a postponement, were 
any of them not in the current year’s budget presentation which was 
made last year ? 

Mr. Van Dyke. No, sir, except for two activities in Somalia. The 
illustrative program presented last year for Somalia did not include 
education and public administration. As a result of discussions with 
the country, these two activities were proposed by the ICA representa- 
tive in Somalia as substitutions for other projects within the $350,000 
presentation figure. They were received too late for inclusion in the 
1958 book, but are shown as part of the reduced 1958 program in the 
1959 presentation book. 

Mr. Rooney. They were all in that budget presentation ? 

Mr. Van Dyke. Yes, sir (added later: except for the two in 
Somalia). 

Mr. PassMAn: Then would you name the projects at this point ? 

Mr. Van Dyke. I named four technicians that we did not send to 
Yugoslavia in my previous statement. I indicated we had to cut back 
our water resources work in Somalia. We did not provide some edu- 
cational services which we might otherwise have provided to the same 
country, and some public administration activities we hoped to under- 
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take. We also had to postpone some teachers’ training activities in 
West Africa. 


SOMALIA WATER RESOURCES PROJECT 


Mr. Gary. What is the status of that Somalia water project’ Has 
it been started? Are you just postponing work or did you stop work? 

Mr. Van Dyke. It was begun jointly with the Italian Government 
about 3 yearsago. It has been going on ever since. 

We have, for example, provided { two well-drilling rigs to the joint 
project. They were so popular and well received by the Somalis that 
the local government bought three additional rigs with their own 
funds. They were part ofa. demonstration program. 

Mr. Gary. What has h: ippened to the project ¢ 

Mr. Van Dyke. It is still going on. It has not been expanded at 
the rate we would like to have seen it expanded. 

Mr. Gary. But you are still working on the project ? 

Mr. Van Dyke. Yes, sir. 

Mr. Gary. When you say it has been cut back, you mean you just 
have not expanded it as rapidly as you would like to? 

Mr. Van Dyke. That is right. 

Mr. Gary. Which means it will take a little longer to complete? 

Mr. Van Dyke. Yes. 

Mr. Denton. Do you have the technicians to do the work ? 

Mr. Van Dyke. We have not started to recruit them. 

Mr. Denton. How long would it take you to recruit them ? 

Mr. Van Dyke. I would have to defer on that to the personnel 
people. 

Mr. Denton. Generally how long does it take to recruit them? 

Mr. Van Dyxe. About 6 months. 

Mr. Denton. If you were going ahead with it it would not be in 
operation by now, would it? 

Mr. Van Dyke. I think we could have gotten additional people 
there by now, yes. ‘These projects had been screened by the personnel 
people and they had assured us that technicians of the sort being 
planned were available. 

YUGOSLAVIA 


Mr. Passman. Yugoslavia has been mentioned several times. The 
part that is classified will be removed from the record, but why it 
is classified I do not comprehend. 

Page 101 is labeled secret. We shall leave it up to you to remove 
it from the record, but we shall quote it verbatim. 

(Discussion off the record. ) 

Mr. Passman. Are you familiar with that ? 

Mr. Van Dyke. Yes,sir. This statement was written—— 

Mr. Passman. Then you really could not make a point that any 
damage had been done by not giving Yugoslavia the money, could 
you? Iam reading from the record. 

Mr. Van Dyke. This statement was written some months ago. 
Since then the Yugoslavia Government has shown a real interest in 
these questions. 

Mr. Taser. Why would the ICA present that to us now if it does 
not present the current picture ? 
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Mr. Passman. If these data are obsolete let us get rid of them now. 
They are brought to us as being current. I am reading directly what 
your own people say about Yugoslavia. 

Is that statement true today or should these pages be removed from 
the justification ? 

Mr. Murpuy. I think in all fairness I should say this: If we had 
prepares this book last week instead of February, today somebody 
could find something in it which no longer was correct. 

Mr. Passman. Two weeks from now this might change back to the 
present type of situation. 

Mr. Murpuy. We are dealing with a turbulent world where things 
change from day today. Any attempt to keep these books current in 
every respect would be impossible. Changes occur daily. 

Mr, Passman. The information you are presenting to us about 
projects postponed certainly had been prior to February ? 

Mr. Van Dyke. Yes, sir. 

Mr. Passman. We are reading February, so that would be up to 
date so far as the present discussion is concerned. 

Mr. Van Dyke. Mr. Chairman, you are reading from only one 
section of the book. 

( Discussion off the record. ) 

Mr. Van Dyke. They have shown a great deal of interest in the 
technical cooperation program. We think it is in our interest to sup- 
port that. 

Mr. Denon. You have been with Government how many years? 

Mr. Van Dyke. I started before the war. 

Mr. Denton. You do not expect Congress will necessarily give you 
every penny that you ask when you ask for an appropriation, do you? 

Mr. Van Dyke. It is a rare day when that happens; yes, sir. 

Mr. Denton. That is not unusual. 

Mr. Van Dyke. It is not unusual. 

Mr. Denton. Your program has not been seriously handicapped by 
the Appropriation Committee action last year, was it? 


OVERESTIMATING OF FUNDS FOR GHANA AND MOROCCO 


Mr. Van Dyxe. In all frankness I should say that, in two countries 
where we are now showing less funds than we requested last year, 
we overestimated the speed with which those programs would be get- 
ting underway. I refer specifically to Ghana and Morocco. Last year 
we requested $1.3 million for Morocco. We do not expect to obligate 
that entire amount. The program has not moved as rapidly as we 
had anticipated 18 months ago. The same thing would be true of 
Ghana. t 

In certain other cases we underestimated the interest there would 
be in this program. 

Mr. Denron. This committee has erred a little on the side of gen- 
erosity rather than being too strict on the foreign-aid program for 
many years. Isthat right? You always had money left over that you 
could not spend. 

Mr. Van Dyke. There has been money unobligated in some places. 

Mr. Denton. Every year‘ 

Mr. Van Dyxe. I would have to check the record on that. 

Mr. Denton. Then there is nothing in the action of this commit- 
tee which would warrant this indictment contained on page 13. 
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Mr. Van Dyke. I have given you illustrations from my region. 
There are other regions. 

Mr. Denton. Those are not serious. 

Mr. Smtr. Mr. Chairman, I think I ought to point out at this 
moment that the Africa and European division, concerning which Mr. 
; Van Dyke is speaking, accounts for a small fraction of the total here. 
a As we noted a moment ago, it runs about $14 million. 

i Near East and South Asia shows $38 million. The Far East shows 
; $33 million. Latin America shows $30 million. 

Mr. Denton. We are taking them up page by page. 

Mr. Passman. We are going all the way around. 

Mr. Smiru. I want you to realize the magnitude of this thing is in 
the other three areas. I do not want them neglected on any theory 
that this is the key to the situation. . 

Mr. Denton. As I recall it, we were careful to see that this partic- 
cular Agency had enough funds and we were criticized on the floor 
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for it. 

Mr. Passman. I think we satisfied every Member of Congress in this 
respect. 

Mr. Denton. Some members of this subcommittee complained about 
it 


That is all. 

Mr. Rooney. This all makes it very difficult for one who has sup- 
ported this program over the years. 

We are now in the process of exchange of recriminations between 
the committee and the Agency. It is indeed unfortunate. 


YUGOSLAVIA 


Mr. Atexanper. There was some cutback in the program in Yugo- 
slavia. What were those programs specifically ? 

Mr. Van Dyxe. We had two requests before Congress last year in 
which Yugoslavia showed up. One was technical cooperation and the 
other was special assistance. We showed an illustrative total of $15 
million for Yugoslav special assistance, and that has been cut back 
to $10 million, and we showed an illustrative program of $2.5 million 
for technical cooperation and we cut that back to $1.75 million. 

Mr. ALtexanper. You feel that hurt your program ? 

Mr. Van Dyke. It postponed the day when we will achieve what 
we are trying to achieve in Yugoslavia. 

I would like to take this off the record later, Mr. Chairman. 

(Discussion held off the record.) 

Mr. Atexanper. It is straining your mental process to say that we 
gained very much in Yugoslavia; is it not ? 

Mr. Van Dyke. I do not want to overestimate the gains, but I think 
there have been gains. I think there are freedoms which exist in 
Yugoslavia today which certainly would not exist had we not been 
in Yugoslavia with our economic cooperation program, 

Mr. Arexanper. Is there any gain for the United States? 

Mr. Van Dyxe. I think there is definitely a gain in the sense I have 
been discussing. 

(Discussion off the record.) 
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Mr. Atexanper. Actually if it came to a crisis today they would go 
with the East; would they not ? 
Mr. Van Dyke. Off the record. 


(Discussion held off the record. ) 


EDUCATIONAL PROGRAM IN SOMALIA 


Mr. Atexanper. With regard to the program in Somalia, you say 
that due to the reduction about the only good you could do there would 
be with reference to agriculture. You stated you had to give up an 
educational program. 

What type of educational work were you doing in that country ? 

Mr. Van Dyxe. I might better say we gave up plans for an educa- 
tional program. 

Mr. Atexanper. What type of plans did you have to educate those 

le? 

Mr. Van Dyke. They need all sorts of education. 

Mr. ALexanvER. School buildings? 

Mr. Van Dyxe. It is not inconceivable that we would assist in the 
construction of school buildings. There are almost no school build- 
ings. Illiteracy is high. They need primary schools, secondary 
schools. They prob: bly don’t need higher educational institutions be- 
cause they can send their students out of the country, but they need 

ocational training, teacher training, special training in public 
administration. There is a wide range of activity which could well be 
engaged in. 

Mr. Passman. Off the record. 

( Discussion held off the record. ) 


REDUCTION OF PROGRAMS FOR YUGOSLAVIA, ETHIOPIA, AND SOMALIA 


Mr. Anprews. You cut out one program for Yugoslavia. Is that 
right ? 

Mr. Van Dyke. We reduced the total technical cooperation funds 

rogramed for Yugoslavia this year from $214 million to $134 million. 

his involved reduction of several technicians from the peosse am, 

Mr. Anprews. And Ethiopia had 1 or 2 programs dropped? 

Mr. Van Dyke. Yes, sir. But we are maintaining the overall level 
of the Ethiopian program. 

Mr. Anprews. What other countries here had programs dropped ? 
Did any of the programs fall in the 5 or 6 categories shown on page 

13 of the general statement ? 

Mr. Van Dyxr. In Europe and Africa there are five countries 
where we are spending less money this year than we proposed to 
Congress last year. They are Yugoslavia, ( Ghani a, Morocco, the over- 
seas territories—that is not 1 country but 2 or 3—and Somalia. 

In Ghana and Morocco we are not the least bit disturbed we had to 
cut back the funds because we had anticipated that those programs 
would get underway faster than they did. 

There have been cuts in Yugoslavia, the overseas territories. and 
Somalia of activities we otherwise would have undertaken. 
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SOMALIA 


Mr. Anprews. A few moments ago you said you cut out more 
programs in Somalia than in any other country. Yet the record 
shows they are getting the smallest amount of money. 

Mr. Van Dyke. I did not mean to say we cut that the most. The 
cut was from $350,000 to $250,000. Percentagewise 

Mr. Anprews. What is the reason for that ? 

Mr. Van Dyke. We had to make a choice among the countries 
when it came time to distribute the funds made available to us by 
Congress. 

Mr. Anprews. I thought you mentioned three projects you dropped 
from Somalia. 

Mr. Van Dyke. I indicated we had not expanded the water resources 
program or the education program or the public administration pro- 
gram as we otherwise might have. 

Mr. Anprews. That is three programs. 

Mr. Van Dyke. Those three areas; yes, sir. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Passman. Mr. Taber? 





TECHNICAL COOPERATION EMPLOYEES AND OBLIGATIONS IN EUROPE 
AND AFRICA 


Mr. Taser. I am wondering if I can get a little bit of information 
concerning page 27 of Mr. Smith’s opening statement. 

How many people did you have in each one of these countries which 
are named in that bloc which you are presently in charge of ? 

Mr. Van Dyke. How many people in each country, Mr. Taber? 

Mr. Taper. Yes. How many did you havea year ago? In Spain, 
in Yugoslavia, in Ethiopia, Ghana, Liberia, Libya, Morocco, Tunisia, 
overseas territories, and Somalia. How many did you have? 

If you have a date you can tell us about for fiscal 1957 give that to 
us. If you donot have it and cannot get it just say so. 

Mr. Van Dyke. We have various dates, sir. 

Mr. Taser. What dates do you have which you can tell me about? 

Mr. Van Dyke. I can give you the figures for November 30, 1957, 
Mr. Taber. 

Mr. Taser. All right. How many did you have in Spain? 

Mr. Van Dyke. Paid from program funds, technical cooperation 
funds, in Spain we had 15. 

Mr. Taser. How many in Yugoslavia? 

Mr. Van Dyke. Nine on that date. 

Mr. Taser. Ethiopia? 

Mr. Van Dyxe. Seventy-four. 

Mr. Taper. Ghana? 

Mr. Van Dyke. None. 

Mr. Taper. Liberia? 

Mr. Van Dyke. Thirty-nine. 

Mr. Taper. Libya? 

Mr. Van Dyke. One hundred and three. 

Mr. Taser. Morocco? 

Mr. Van Dyke. Six. 

Mr. Taser. Tunisia? 
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Mr. VAn Dyke. Nine. 

Mr. Taper. Overseas territories ? 

Mr. Van Dyke. Five. 

Mr. Taser. Somalia? 

Mr. Van Dyke. Somalia is not broken out separately, sir, since it 
was part of the territories. I believe it is five. 

Mr. Taper. Regional ? 

Mr. Van Dyke. Total regional figure, sir ? 

Mr. Taser. It states “regional” here and it is contained as a sepa- 
rate item in A frics 

Mr. Van Dyke. That was a special amount of money which was 
turned over to another organization without any personnel being 
involved. 

Mr. Taser. How many do you have right now on the rolls? 

Mr. Van Dyxe. On March 31, 1958, the figures are as follows for 
the same countries: Spain, 19; Yugoslavia, 11. 

Mr. Taper. Ethiopia? 

Mr. VAN Dyke. Seventy-four. 

Mr. Taser. Ghana? 

Mr. Van Dyke. None. 

Mr. Taser. Liberia? 

Mr. Van Dyke. Forty-one. 

Mr. Taser. Libya? 

Mr. Van Dyke. One hundred and nine. 

Mr. Taner. Morocco? 

Mr. Van Dyke. Nine. 

Mr. Taser. Tunisia? 

Mr. Van Dyke. Nine. 

Mr. Taper. Overseas territories? 

Mr. Van Dyxe. Pardon me, sir. Tunisia should be 15. Overseas 
territories show none. That now shows as Somalia, in which there 
are nine. 

Mr. Taser. Nine in Somalia? 

Mr. Van Dyxe. Yes, sir. 

Mr. Taser. And regional ? 

Mr. Van Dyke. That does not involve personnel. 

(A summary of personnel follows :) 


ICA personnel paid from program funds (technical cooperation only) 


As of 
Area or country 


| 
| Nov. 30, 1957) Mar. 31, 1958 


acai 


Africa: | 
Ethiopia Raine eal ; | 74 74 
Ghana phiioachae codenude ‘ | 
Liberia | 39 41 
Libya | 103 109 
Morocco ti 9 
Somalia | Y 
Tunisia | 9 1S 
Overseas territories } 5 
: | 
rotal | 236 2! 
Europe | 
Spain 15 | 19 
Yugoslavia : | 9 | 11 
Total 
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Mr. Taser. How much money have you spent in each of these places 
down through the 31st of March ? 

Mr. Morrny. In Spain, sir, $394,000 obligated. Yugoslavia, 
$148,000. In Ethopia, $2,202,000. 

Mr. Taser. Ghana? 

Mr. Murpuy. $11,000. Liberia, $1,219,700. 

Mr. Taner. Libya? 

Mr. Mourruy. $1,990,465. 

Mr. Taser. Morocco? 

Mr. Murpny. $227,300. 

Mr. Taser. Tunisia? 

Mr. Mourpuy. $241,500. 

Mr. Taper. Overseas territories? 

Mr. Murpuy. $93,596. 

Mr. Taser. Somalia? 

Mr. Mourreuy. Nothing, sir. 

Mr. Taper. Regional ’ 

Mr. Mourpeuy. Zero, sir. 

Mr. Taper. On that basis, you are spending less than half of what 
you had allocated for each of those countries. There are a few which 
are a little over half, but most of them are under half. What is the 
nationality of most of the people who are thus employed ? 

Mr. Van Dyke. These people are all United States nationals, sir. 

Mr. Taser. All United States nationals? 

Mr. Van Dyke. Yes, sir. 

Mr. Taser. No natives? 

Mr. Murrny. There are some natives employed, in addition to those 
figures, Mr. Taber. If you would like to have that data, we have that, 
also. The figures Mr. Van Dyke gave you were all Americans em- 
ployed on the program. 


PERCENTAGE OF EMPLOYEES WHO ARE TECHNICIANS 


Mr. Taper. Are these Americans all technical employees, or are 
some of them 

Mr. Murpuy. Nine out of ten of the employees are paid from tech- 
nical cooperation funds. We do not have our personnel reports made 
up by an appropriation from which the people are paid. One out of 
ten persons might be paid either from defense support or special 
assistance, but the technical cooperation program employs the vast 
bulk of our personnel, actually 90 percent of all of our employees. 

Mr. Taper. Are these trained technicians, or are they just em- 
ployees ? 

Mr. Murpny. There are some of both. The majority are trained 
technicians, but there are some clerical assistants included in those 
figures. 

Mr. Taser. What percentage are clerical ? 

Mr. Morrny. I would think it would vary from country to coun- 
try, Mr. Taber. 

“Mr. Taner. Perhaps Mr. Van Dyke can tell us more about it. Mr. 
Van Dyke, what about that? What percentage of these people you 
have under your employ are technical employees and what percentage 
are clerical ? 

Mr. Van Dyxe. In this group I would take a guess that there are 
about. 3 technical to 1 clerical. The ratio might be somewhat higher. 
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RECRUITMENT OF PERSONNEL 


Mr. ae To what extent do you have trouble getting these 
le 
7 r. Van Dyke. It varies a good deal from one occupation category 
to another. Certain categories are difficult to get, particularly saeltical 
or health personnel, whereas others are much easier to get. 

I should not say it was easy to get anyone. It is difficult to get 
people to go into some of these areas where living is difficult and they 
do not have the amenities we have here, but certain categories, engi- 
neering, medical, and various others, are more difficult to recruit than 
others. We take that into consideration when we propose these pro- 
grams, of course. 

PROGRAMS IN ETHIOPIA 


Mr. Taser. What jobs have you done in Ethiopia? You have told 
us a little about some of the others. What have you done in Ethiopia? 

Mr. Van Dyxe. We have continued programs which were begun 
some time ago at about the previous level. 

Mr. Tarer. What are the programs? 

Mr. Van Dyxe. The most significant of them is the one involving 
Oklahoma State University. That university has a contract to sup- 
port two institutions of higher learning in Ethopia. 

Mr. Taser. What does that mean? Is it something for technical 
training or is it something for general education ? 

Mr. Van Dyke. There are two institutions there, which have been 
staffed and directed by Oklahoma State University since 1952: one is 
the Imperial Ethiopian College of Agricultural and Mechanical Arts 
at Alemaya; the other isthe Agricultural Secondary School at Jimma. 
Then we have teacher-training institutions which are underway now 
and look quite promising, one for elementary-school teachers, one for 
secondary-school teachers, and another for rural community school- 
teachers. All of them receive United States technical assistance. 

We have a substantial health program in Ethiopia, and we help 
maintain a little institution there for training sanitarians. 

We have a malaria control program. We have a contract with 
Trans-World Airlines to train Ethiopian mechanics and technicians 
on the Ethiopian Airlines. 

We have various advisers in the fields of agriculture and industry 
and medicine. 

I should say the focus of our concern in Ethiopia was in the educa- 
tional field. 

PROGRAM IN LIBYA 


Mr. Taser. One of the next largest setups is Libya. What do you 
have there ? 

Mr. Van Dyke. We have a substantial educational program in 
Libya, as well. I expect most of the money would go into the agri- 
culture and natural-resources program because of the very difficult 
problem that Libya has in feeding itself and in earning foreign ex- 
change. 

We have had a number of technicians there helping them to conserve 
their water and use it efficiently in agricultural production. 
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PROGRAM IN LIBERIA 


Mr. Taser. What about Liberia ? 

Mr. Van Dyke. We have had programs directed in two areas, main- 
ly. One is in the field of highway development. ICA has sent tech- 
nicians to Liberia to assist the Liberian Government in developing a 
network of highways which is being financed by the Export-Import 
Bank. This is a sort of cooperative venture between the two agencies. 
Again, in the field of agriculture, we have a major effort there in help- 
ing farmers develop their little plots. 


PROGRAMING OF INCREASED FUNDS 


Mr. Taser. What would granting of increased funds mean? If 
you added 10 percent more money, what would you do with it? 

Mr. Van Dyke. In any particular country, Mr. Taber? 

Mr. Taser. Your setup covers Africa and Europe. Let us take 
Spain as an example. What would you do with more money, if you 
had it ? 

Mr. Van Dyke. We are not requesting in fiscal 1959 any increase 
in the technical cooperation program for Spain. 

Mr. Taser. How about Yugoslavia ? 

Mr. Van Dyxe. The technical cooperation program is remaining at 
the same level, too. 

Mr. Taser. What about Ethiopia? 

Mr. Van Dyke. We are requesting an increase in the Ethiopian 
technical cooperation program. 

Mr. Taser. What would you do with that? 

Mr. Van Dyke. That will go pretty much to expand the things 
we are doing now. It would permit an expansion in the educational 
area. ‘There will be some further work in public administration and 
agriculture. 

Mr. Taper. Are these people glad to have you there in Ethiopia? 

Mr. Van Dyke. I believe Amercans are very welcome in Ethiopia; 
yes, sir. 

Mr. Taser. What about Liberia? Will that be about the same 
situation ? 

Mr. Van Dyke. Yes, sir; roughly, the same level. 

Mr. Taper. Libya? 

Mr. Van Dyke. In Libya we are maintaining about the same tech- 
nical cooperation level. 

Mr. Taser. In Morocco? 

Mr. Van Dyke. We are expecting an increase in the Moroccan tech- 
nical cooperation program next year. As I indicated previously, the 
program has been rather slow in getting underway, so we have not 
obligated during the current fiscal year the amount of money we had 
anticipated we would obligate. 

We believe, with time, this program will get underway, and next 
year’s obligations will be substantially in excess of fiscal 1958 
obligations. 

Mr. Taper. Tunisia ? 

Mr. Van Dyke. In Tunisia we are also expecting to increase the 
technical cooperation program. It is a very delicate political situa- 
tion. We cannot predict how it will turn out. However, the Tu- 
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nisians have been very appreciative of the assistance we have pro- 
vided them so far. In fact, we have in Tunisia proposed projects 
we have not financed from this year’s money, so we are maintaining 
a shelf of projects. 

Mr. Taser. I think that is all I have, Mr. Chairman. 

Mr. Passman. Mr. Wigglesworth ? 


DATE FISCAL YEAR 1958 APPROPRIATIONS RECEIVED 


Mr. Wiceteswortu. As of what date did you receive your 1958 
appropriations / 

Mr..Mureny. September 3, sir. 

Mr. Taser. You had authority to spend some of it / 

Mr. Murruy. Yes, sir. We had authority to finance current op- 
erating expenses under the continuing resolution. 

Mr. Wice LeswortH. As I understand it, this breakdown on pages 
27 and 28 of the Director’s statement simply reflects the origin: J pro- 
gram and the amendment of that program in the light of the 17-per- 
cent reduction in appropr iations ? 

Mr. Mourreny. That is correct. 

Mr. WiceieswortH. When you speak of programs, you speak in 
terms of obligations, do you not ? 

Mr. Morrny. Yes, sir. 


FUNDS AVAILABLE FOR FISCAL YEAR 1958 


Mr. Wicetresworru. Am I correct that the amended program con- 
templates a total of $130,850,000 overall ? 

Mr. Mourrny. Yes, sir. 

Mr. Wiccieswortn. I understood this morning that you received 
$125 million in new money with respect to 1958. Does that mean 
there were some carryover funds ? 

Mr. Murrny. Yes, sir. There was $3.8 million worth of no-year 
funds which were continued available and reimbursements. The 
difference is accounted for by the fact that some of these programs of 
technical cooperation had to be financed, in part, from the contingency 
fund. 

In other words, we had to supplement the technical cooperation 
program by $1 million or $2 million. 

Mr. Passman. Off the record. 

(Discussion held off the record. ) 

Mr. WicetreswortH. That is composed of $125 million of new 
money, $3.8 million of new funds, and $2 million which you took from 
the contingency funds in order to meet the amended program ? 

Mr. Mureny. That is right. 


OBLIGATIONS, 1958 


Mr. Wiacteswortu. You told us this morning, as I understood it, 
that since September 3 you have obligated $63,769,000. 

Mr. Morrny. That is correct. We had a continuing resolution. 

Mr. Wiccreswortu. You did not obligate that subsequent to Sep- 
tember 3, did you ? 

Mr. Murrry. The continuing resolution does not give us authority 
to go into new projects. 
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Mr. Passman. But you did obligate out of that on the basis of the 
continuing resolution ¢ 

Mr. Mourpeuy. We had to pay our salaries, and so forth. 

Mr. Passman. I wanted the record clear. 

4 Mr. ae You had authority to continue what you were already 
oing ? 

Mr. Mourpny. That is right. We could not get any new starts. 

Mr. Wice.teswortu. What is your estimated obligation figure, as 
of now, for June 30, 1958 ? 

Mr. Murruy. We believe we will obligate substantially the entire 
$130,850,000. As I indicated earlier, it is possible that, with about 60 
countries involved here, with a small residual amount that will not 
get obligated in a number of countries, in the aggregate there might 
be a few million dollars on June 30 which will not actually be obli- 
gated, but, substantially, we expect to reach that figure. 

Mr. Wiccieswortu. So that you expect all or practically all of the 
$130,850,000 will be obligated as of the end of the present fiscal year? 

Mr. Moureny. That is our current expectation. 

Mr. WiaeieswortnH. That is all I have, Mr. Chairman. 


OBLIGATION OF FUNDS IN SOMALIA 


Mr. Gary. Mr. Smith, as an example of the harm which has been 
done to the program, you state that, in the case of Somalia, the limita- 
tion on funds necessitated a reduction in this program from $350,000 
to $250,000. Yet, in reply to Mr. Taber, it develops that none of 
those funds have been obligated up to the present time. 

Mr. Murpeuy. Perhaps I can explain that, Mr. Gary. 

Somalia is a dependent overseas teritory. When we account in 
our reports, we do not have a separate program line for Somalia but 
we group it with a number of other dependent overseas territories. 

If you will recall, I gave the obligation figure for dependent over- 
seas territories at $93,596 ; $76,500 of that is labeled “Technical Coop- 
eration” under a label for Italy, which would mean Somalia; so, 
actually carried in my report as a dependent overseas territory there 
were obligations of 76.4 for Somalia, which is one of the overseas 
territories. 


FUNDS AVAILABLE COMPARED WITH BUDGET REQUESTS 


Mr. Rooney. A while ago I listened with interest to the statements 
with regard to cutbacks in the program, postponements, underfunded 
projects, and so forth. 

I wonder, Mr. Murphy, or Mr. Van Dyke, whether with regard to 
Ethiopia you can tell us the amount which was requested in the budget 
estimate for this fiscal year submitted to this committee last year? 

Mr. Van Dyke. $3 million. 

Mr. Roonry. How much do you expect to expend in this present 
fiscal year in connection with projects in Ethiopia? 

Mr. Van Dyke. I think our rate of expenditure will be about $3.8 
million. 

Mr. Rooney. Eight hundred thousand dollars over and above the 
total you asked Congress for at this time a year ago; is that correct ? 

Mr. Van Dyke. Yes. 
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Mr. Rooney. With regard to Liberia, how much did you ask of the 
Congress last year for this year for your programs in Liberia? 

Mr. Van Dyke. $2.1 million. 

Mr. Roonry. What is your program as you have set it up in the 
current fiscal year with regard to Liberia? 

Mr. Van Dyke. We have made available to our people in Liberia 
a total of $2.262 million. There again we have had to exceed the 
initial estimate. 

Mr. Rooney. With regard to Libya, what was the total amount that 
you requested for these technical cooperation projects at this time a 
year ago. 

Mr. Van Dyke. In Libya, sir? 

Mr. Rooney. Yes. 

Mr. Van Dyke. $2.4 million. 

Mr. Rooney. What is your present program in the current fiscal 
year in connection with Libya ? 

Mr. Van Dyke. Our present program again exceeds the submitted 
figure. Itis currently $2.650 million. 

Mr. Roonry. With regard to Tunisia how much did you ask of the 
Congress at this time a year ago for your technical cooperation 
projects ? 

Mr. Van Dyke. One million dollars. 

Mr. Rooney. How much have you allocated of the funds allowed 
for projects in Tunisia in the current fiscal year? 

Mr. Van Dyke. One million dollars. 

Mr. Rooney. That is all, Mr. Chairman. 

Mr. Passman. I think that will conclude this particular area. 

Each nation you mentioned, Mr. Rooney, shows obligations in 
excess of the original request. 

The record speaks for itself. 


Prosects in NEAR East AND Soutu Asta Wuicn Were TERMINATED 
PREMATURELY, PosTponED, oR REDUCED tn 1958 ror Lack or Funps 


Mr. Passman. Is the Near East and South Asia the next region 
for discussion ¢ 

Mr. Smiru. Yes, sir. 

Mr. Passman. Mr. Bell, I believe you represent the Near East and 
South Asia section of the technical cooperation program ? 

Mr. Bewx. Yes, sir. 

Mr. Passman. The purpose of having you gentlemen here at this 
time, as Mr. Smith announced earlier, is because of certain statements 
with respect to projects which you say have been terminated pre- 
maturely, others postponed, underfunded, understaffed, that partici- 
pants, and technicians had to be dropped from your plans, that sound 
new projects requested by the cooperating countries and previously 
considered favorably had to be rejected. 

So that my questioning will not be repetition, I should like to ask 
Mr. Denton if he would ask these questions as to the number of proj- 
ects which have been dropped, how many have been postponed, and 
ascertain the amount of money which his particular section spent. 
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Mr. Denton. You are in charge of what section of the International 
Cooperation Administration ? 

Mr. Beri. Near East and South Asia. 

Mr. Denton. For technical assistance ? 

Mr. Betz. For all programs. 


ALLOCATIONS AND OBLIGATIONS OF TECHNICAL COOPERATION FUNDS 


Mr. Denron. How much was allocated to your division for tech- 
nical assistance ? 

Mr. Betz. Originally $37,550,000. It has been necessary to increase 
that to $38,550,000. 

Mr. Denon. How much of that has been obligated to date? 

Mr. Beii. Approximately half. 

Mr. Denton. Let us take it country by country. We will take 
Greece first. 

Mr. Murrny. $414,400. 

Mr. Denton. Take Iran. 

Mr. Murrny. $2,831,900. 

Mr. Denton. Iraq. 

Mr. Moureuy. $1,099,200. 

Mr. Denton. Israel ? 

Mr. Murpny. $659,908. 

Mr. Denton. Jordan? 

Mr. Murpuy. $667,500. 

Mr. Denton. Lebanon ? 

Mr. Morpny. $1,159,500. 

Mr. Denton. Turkey? 

Mr. Murpuy. $2,471,000. 

Mr. Denton. Afghanistan? 

Mr. Murpuy. $945,700. 

Mr. Denton. Ceylon? 

Mr. Murruy. $960,100. 

Mr. Denton. India? 

Mr. Murruy. $2,009,300. 

Mr. Denton. Out of $10 million requested, you have spent only 
$2 million, is that right ? 

Mr. Murreny. Our revised program for India is $6.3 million, of 
which $2 million has been obligated. 

Mr. Denton. Nepal? 


Mr. Murpny. $485,124. I have a footnote indicating this is Feb- 
ruary 28 information for Nepal. (As of March 31, the figure was 
$562,800. ) 

Mr. Denton. Pakistan ? 

Mr. Moreny. $1,543,500. 

Mr. Denton. Regional ? 

Mr. Mourpuy. $15,800. 

Mr. Denton. These are obligations ? 

Mr. Murruy. This is the regional for south Asia. There may be a f 


regional for the Near East, too. 

Mr. Denton. $15,800, did you say ? 

Mr. Mureny. Yes, sir. That is the regional figure for south Asia. 
The regional figure for the Near East, sir, is $897,936. 
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Mr. Denton. What is your total ? 

Mr. Mourpny. I do not have the total, by function; in this report, 
sir. I shall have to add it up. 

Mr. Passman. Let us get the total now. 

Mr. Taner. These are obligation or expenditure figures ? 

Mr. Murreuy. Obligations, sir. 

Mr. Passman. Against the original appropriation. 

_ Mr. Bex. $16,170,000, with incomplete data for Nepal. 

Mr. Passman. Out of a total of $38,550,000? 

Mr. Betu. Yes, sir. 

Mr. Denton. For three-fourths of the year you had obligated con- 
siderably less than half. 

Mr. Berxi. We had obligated 42 percent. 


PREMATURE TERMINATION OF PROJECTS 


Mr. Denton. You are familiar with this statement. Did you re- 
port to the Director that in your area there were projects that had been 
terminated prematurely ? 

Mr. Bett. We did as the other regions did. 

Mr. Denton. Did you make a written report on it, or how did you 
report it ? 

Mr. Bet. We submitted to the Director, as did the other regions, 
our analysis of the effect of the cuts. 

Mr. Denton. Was that in writing? 

Mr. Bei. Yes. 

Mr. Denton. Is that available so we could have it? 

Mr. Bett. I do not know. I see no reason why not, as far as I am 
concerned. 

Mr. Denton. What projects did you report which were terminated 
prematurely / 

Mr. Bett. I shall have to say that in my particular region I reported 
no projects as terminated prematurely. In our region during the year, 
we are terminating some 83 projects, but these were for a wide variety 
of reasons. 

Mr. Denton. Not for lack of funds? 

Mr. Betx. Obviously in determining what you keep and what you 
discontinue, you take the question of the availability of funds into 
account. I could not say there was any project which I am sure we 
were wrong to abandon because of lack of funds. 

Mr. Passman. You canceled 83 projects for various reasons. How 
many, specifically, because of lack of funds? 

Mr. Bett. I could not attribute that reason as the sole reason in 
any case. 

Mr. PassMAn. Lack of funds would not apply to the 83 projects in 
your region ¢ 

Mr. Betz. It was not the compelling reason for the total, no, sir. 

Mr. Passman. You speak as though finances had something to do 
with it. We want to know which projects. 

Mr. Bex. I would put it this way, Mr. Passman: Obviously if you 
have so much money to use in a country, you might with more money 
decide that you could profitably continue a project somewhat longer. 
If you are tight on funds, you may say take a chance, let us hope 
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this one has done its job, and conclude. You will not know, in fact, 
perhaps for several years whether your judgment was correct or in- 
correct. I cannot say that I am certain it was incorrect in any case. 

Mr. Passman. You said for various reasons. The majority of them 
were for reasons other than lack of funds; is that correct ? 

Mr. Bet. Yes, that is correct. 

Mr. Denton. You cannot say, then, that any project was prema- 
turely terminated on account of funds alone? 

Mr. Betu. No, sir. 


PROJECTS POSTPONED, UNDERFUNDED, OR UNDERSTAFFED FOR LACK OF 
FUNDS 


Mr. Denton. What projects were postponed, underfunded, and un- 
derstaffed because of lack of funds? 

Mr. Betu. I would like to point out that in our particular area in 
asking Congress last year for funds, we had hoped for an expansion 
in the program. In 1957 we had $40,075,000. In 1958 we now have 
$38.550,000. 

Mr. Denton. But you had some carryover, did you not? 

Mr. Bet. This is total funds available to us. This meant that the 
total reduction in new funds available for obligation in our particular 
area was below the level of existing activity by about 4 percent. What 
we had to sacrifice in most instances in our case was expansion of the 
program rather than curtailment of existing activities. 

Mr. Denton. You would say they were not postponed, underfunded, 
or understaffed for lack of funds? 

Mr. Bex. I am saying we tried to carry on projects which we could 
properly staff. In any case where you have a project as, for example, 
an agricultural extension project. you must make a judgment as to 
how many people are required. We asked our missions to make judg- 
ments of what they thought desirable and then we asked them to make 
estimates of what they thought the absolute minimum was. 

Mr. Denton. We always do that. 

Mr. Brix. We had to go somewhat below the absolute minimum. 

Mr. Denton. You have done that every year, and always do that. 

Mr. Betu. Surely, if you cannot help it. 

Mr. Denton. Can you state any project which was postponed, un- 
derfunded, and understaffed for lack of funds? 

Mr. Betx. I can give you lots of projects which were postponed and 
lots of projects where we reduced the pace of activity. 

Mr. Denton. Were they projects which you regarded as serious? 

Mr. Betz. Yes. 

Mr. Denton. What are they ? 


CEYLON 


Mr. Betx. In various countries, for example, in Ceylon we had 
hoped to have a project for public and business administration train- 
ing which we think is badly needed. This project we were unable to 
carry. We have not started it. 

Mr. Denton. How much wasit? Do you recall? 

Mr. Bex. We had estimated this one roughly at around $15,000. 

Mr. Denton. That was done more as a new project ? 

Mr. Betz. That is true. 
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Mr. Denton. I want to get the different categories. We can check 
that a little later under new projects requested by cooperating coun- 
tries and considered favorably and had to be rejected. I want to get 
this under the headings that you gave in the report, the ones which 
were postponed, underfunded, and understaffed because of lack of 
funds. 

Mr. Bett. I am sorry, I cannot distinguish very well between post- 
poned and rejected. 

Mr. Denton. This is not my language. 

Mr. Beti. Iam sorry. Except that one might say postponed would 
mean a project which you definitely hoped to resume or take on if you 
did get additional funding in the future. 

Mr. Denton. I think that would come under new projects requested 
by cooperating countries and rejected. 

Mr. Brix. Except to some extent they are the same. Perhaps an 
example of postponement in the sense you are thinking of would be 
given also in Ceylon in the education projects, where we cut the 
pace of activity approximately in half. In other words, we did not 
do it on the scale we would like to have, but we hoped ultimately to 
get the same job done at a slower rate. This perhaps is an example. 

Mr. Denton. How much did you cut it down? 

Mr. Betu. This was cut from $83,000 to $50,000. 

Mr. Denton. You cut it $30,000? 

Mr. Bety. Yes. 

Mr. Denton. In Ceylon, you have yet almost half a million dol- 
lars that you can spend. 

Mr. Beitxi. No, I am sorry. I gave you an incorrect figure on that 
Ceylon one. The original figure was $230,000 proposed by the field, 
$155,000 as set forth in last year’s presentation, and we cut it to 
$83,000. We had tried to cut it to $50,000. 

Mr. Denton. You still have in Ceylon half a million dollars which 
you could spend. 

Mr. Bett. I think it is fair to say in this connection that in Ceylon, 
as in most of these countries, there are project agreements being 
signed or in the process of signature which will show those funds will 
be all obligated by the end of the year. 

Mr. Denton. Do you think they are more important projects ? 

Mr. Betu. Yes, sir. 

Mr. Denton. What are some of them ? 

Mr. Betu. The projects which we are engaged in there, first, are in 
agriculture. 

Mr. Denton. Not what you are engaged in. The ones you will use 
to obligate the rest of this money. 

Mr. Betz. That is what I am referring to, projects which we expect 
either are or are about to be. Most of them are in fact continuing 
projects. 

Agricultural extension, research and education, irrigation and land 
development work, water resources planning, mineral exploration, 
highway development, airport development, health and sanitation, 
and this limited program on science education. Essentially the tech- 
nical cooperative program there. 

Mr. Denton. That is going on? 

Mr. Bet. Yes, sir. 








u 
f 
| 
) 


aoe eteeiataeieee 


5 5 RNS SP aL aman kia oie 


= 





108 


Mr. Denton. What other program have you besides this one in 
Ceylon which was postponed, underfunded, and understaffed because 
of the lack of funds? 


GREECE 


_ Mr. Betz. In Greece we had to cut in half a program for training 
in nuclear energy. We had expected to bring eight participants to 
the United States for training. aan 

Mr. Denton. That would be technicians, would it not ? 

Mr. Brix. This was a training project involving bringing Greek 
participants to the United States for training. This we had to cut in 
half. We had to eliminate a proposed project for some technicians to 
advise on small industry. We blocked out a proposed housing project 
for which we expected to train 6 to 8 people in the United States. We 
cut down the trade union project in number of participants from 18 
to12. We also—— 

Mr. Denton. Would you give me anything which would be un- 
usual? What you are giving me is something which happens to every- 
body. There is nothing unusual in that. 

Mr. Bett. I think it is true enough to say that when you are apply- 
ing a 5 percent cut, you endeavor to spread it out and minimize as 
much as you can the impact of having less money. 

Mr. Denron. I am trying to get at what warranted this strong 
language. What you are giving me are just ordinary cuts. But go 
ahead. 

Mr. Betu. In India 

Mr. Denton. Wait just a minute. In Greece you still have $300,000 
you can spend. 

Mr. Betz. Again, as in the case of Ceylon, and I would say it is 
true in every case with the possible exception of India, we expect to 
obligate all the money which is listed. 

Mr. Denton. Let me ask you this. You know that you can obli- 
gate only 20 percent in the last month. 

Mr. Betu. Yes, sir. 





OBLIGATIONS IN LAST QUARTER 


Mr. Denton. You have gone for 9 months and have obligated con- 
siderably less than half. In this last month do you expect to obligate 
as much as you have in the 9 previous months? 

Mr. Betv. Of course, I can only say I hope so and expect to during 
the remaining 3 months of the fiscal year. 

Mr. Denton. Why would you space it out that way so much that 
the last month would cost as much as the 9 previous months? 

Mr. Bett. I can assure you it is not deliberate. The problem arises 
out of the nature of the way the program works, An obligation takes 
place when a project agreement is signed. 

Mr. Denton. Yes. Why could they not be signed and obligated 
evenly over the year? Why do they all come in the last month? 

Mr. Bett. In the first place, you have to get the proposed project 
approved in Washington. It must be approved in Washington to be 
part of the program. It must go through the technical branches and 
certified as sound and sensible. It has to have stood the comparative 
value test against other projects in the same country and the total 
program of the country as against others. 
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Mr. Denton. In 9 months you have been able to go through that 
procedure for a little less than half of them. i 

Mr. Betx. We got our technical cooperation program for our area 
largely approved about the 1st of January. The missions have had, 
then, 3 months or 314 months since the Ist of January to negotiate 
project agreements. There were 459 of these active projects at the 
start of this year to be reviewed in the negotiation. 

Mr. Denton. I remember Mr. Passman had Mr. Hollister in and 
tried to get the figures up. We tried for years to get the figures in 
sooner. 

Let me go back again. You were talking about Greece. What 
other projects do you have which were postponed and underfunded 
in any other country because of lack of funds? 


INDIA 


Mr. Bri. We come to India. In India we hoped to do a number 
of things but were unable to take them on. We had a variety of 
proposed projects in the field of industrial engineering and manage- 
ment, trying to provide technical assistance in these fields, largely in 
the private sector. Also, we had plans for assistance in an institute 
of technology. 

Mr. Den'ron, Did you ask us for those projects in the justification 
last year ¢ 

Mr. Betu. Every project I mention was included in our illustrative 
program proposal last year. 

Mr. Denton. You have something like $4 million out of $6 million 
that you still cannot spend on those projects. 

Mr. Beti. We have a special problem in India. The project agree- 
ments are ready for signature in almost 90 percent of the program 
right now, but the signature has been held up because we have been 
negotiating a particular provision in the agreement about which we 
had some difficulty with the Indian Government. When the Indian 
representatives were over here a month or so ago, they had a consulta- 
tion with Mr. Murphy, and we think we have this difficulty resolved, 
but it is going through the legal branch and the financial branch of the 
Indian Government. 

Mr. Denton. If they wait another month, it will be too late. 

Mr. Bet. That is right. We told them that very clearly. I think 
the last word we had from the Indian Embassy just 2 days ago was 
that they had agreed. If that is a fact, then the signatures to obli- 
gating documents involving roughly $5 million can take place as fast 
asthey cansignthem. They are all written. 

Mr. Denton. What else was there in India besides that ? 

Mr. Betx. We had high hopes of trying to set up some demonstra- 
tion type projects in agricultural extension and small-scale industry 
and industrial management in the south of India. This we simply 
did not have the funds to do. 

Mr. Denton. That would have been a new project ? 

Mr. Bett. That would have been a new project; that is correct. 

Mr. Denton. What else ? 

Mr. Brevi. We also cut the education projects back to half the size 
that we had originally planned. 

I would say that in the case of India— 
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Mr. Denton. How much would it have come to? 

Mr. Bewu. That figure I do not have with me at the moment. I 
can get it for you. 

Mr. Denton. Will you give us that for the record ? 

Mr. Bet. Yes, sir. 

(The information follows :) 

The amount proposed in last year’s presentation was $1,270,000 for education 
projects. 

Mr. Denton. Give us the amount of all these contracts which you 
did not carry through. 

Mr. Bex. In some cases, of course, the project discussions had not 
gotten to the point of complete financi ing, where we may have been 

talking, for example, about aid to an institute of technology without 
ever havi ing gotten to the point of actually costing it. 

Mr. Denton. You must have had the figures last year if you re- 
quested it. 

Mr. Betz. That is true. I will give you those figures. 

(The information requested w ill be included in the overall submis- 
sion on revisions in the program beginning on p. 1514.) 

Mr. Denton. What else did you have ? 

Mr. Bet. This is about the major points I would cite for India. 
I would say in the case of India that we came to the conclusion our- 
selves that we would not have wanted the total amount that was 
asked for in this country. 

Mr. Denron. You think you asked for too much? 

Mr. Beri. We revised our asking price within the agency 
subsequently. 

Mr. Denton. How much do you think you should have asked for # 

Mr. Betxi. We thought about $8 million would have done it. We 
are now planning $6,300,000. 

Mr. Denton. What else have you fallen down on and were not 
able to go ahead with, which you postponed, underfunded, or under- 
staffed ? 

IRAN 


Mr. Bex. In Iran, we had hoped to expand our activity somewhat 
into the provinces, activity which we are conducting with the central 
ministries on education, health, and agriculture. “The main object 
here is to try to get more evidence to the ] people of the country of some 
assistance to them, the fee ling being largely in many of these countries 
that aid is too much at the center. 

Mr. Denon. I do not think I am making myself clear. All you 
are giving me is cases where you did not go as far as you wanted to. 
That is the case with ever y Government agency. I want to get some- 
thing which would justify the strong language which was used. 

Mr. Beut. I say I think this is inevit: able in the circumstances of the 
case, because the cut which we got in our area was only 4 percent of 
our current existing program, but it was 20 percent in terms of the ex- 
panded program we would like to have undertaken. If we talk about 
the 20 percent, then we have to talk about what we would like to do 
that we did not do. If you talk about the 4 percent, you are bound to 
have smaller cuts. 


lll 


Mr. Denon. What else did you have? Let me get back to this 
question. In Iran a road was built up around the proposed lake, and 
there was an investigation of that by the Government Operations Com- 
mittee. Has anything more been done about that? Has the lake ever 
been built ? 

Mr. Bett. I just do not know the answer to the question. 

Mr. Roonry. Why don’t you listen and then you might be able to 
give the answer. 

Mr. Beww. He said it is the Karaj Dam. 

Mr. Roonry. Then why do you say you do not know ? 

Mr. Denton. What has been done about the Karaj Dam ? 

Mr. Bett. I am sorry. Ido not know. Mr. Farwell, do you know? 

Mr. Farwe.u. The Karaj Dam, as you know, was a multipurpose 
dam. The road to which you refer was a part of the north-south high- 
way. The original road would have been completely flooded upon 
completion 

Mr. Denton. I know that. 

Mr. Farwetu. The dam itself is being completed by the Iranians 
with Iranian money. The contract was let within the past 6 months, 
I should judge, though I cannot specify exactly, to Morrison-Knud- 
sen. In other words, the dam is being built now. 

Mr. Denton. Let me ask another thing. That is oil-rich coun- 
try. Do they participate in this program in any way ¢ 

Mi. Betu. In the technical cooperation program ¢ 

Mr. Denton. Yes. 

Mr. Bett. On an increasing scale. 

Mr. Denton. How much does Iran participate ? 

Mr. Bei. At the moment, Iran is paying 80 percent of the local 
currency costs of the technical cooperation program. We are paying 
20 percent and all of the dollar costs. A year ago it was 50-50 on local 
currency costs. 

Mr. Denton. They have increased 30 percent ? 

Mr. Betx. Yes from 50 to 80 percent. 

Mr. Denton. So you have had a pretty good increase in that coun- 
try with their contribution increased 30 percent. 

Mr. Bex. Yes. 

Mr. Denton. How much did you have in Tran in 1957? 

Mr. Betx. We had $6 million, I think. I have it right here. In 
Tran in 1957 we had $6.5 million; and in 1958, $5 million. 

Mr. Taser. Are those the figures that were allocated, or are they 
the ones that were actually spent or obligated ? : 

Mr. Bex. $6,557,000 in 1957 was the obligation figure. 

_ Denton. Iran increased their contribution how much last 
year ¢ 

Mr. Betr.. What Iran has done in the last year has moved their con- 
tribution to half of the cost in the local currency, Iranian currency. 
In the beginning of this program, apparently the United States was 
paving both the dollar and a considerable part of the local currency 
cost. As I understand it, a year ago it was 50-50, approximately, al- 
though there are twenty-some different accounts for many more joint 
projects. It is hard to be exact. 

This year the rough proportion is to be increased to 80 percent of the 
local currency paid by Iran, and 20 percent by us. 
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Mr. Denron. That means they have increased their appropriation 
to this fund how much, proportionately ? 

Mr. Betxu. From 50 to 80 percent. 

Mr. Denton. Put it in dollars. How many more dollars are they 
putting in on it? 

Mr. Betz. That is a figure which I just do not have. We can get 
an approximation for you, but I do not have it at this point. There 
are many different projects under the joint accounts in the Iranian 
program. 

Mr. Denton. Could you give me quickly any other highlights? 


IRAQ 


Mr. Betx. We can go to Iraq. In Iraq we had to reduce funding 
which we had hoped to spend for a public administration institute 
there. We had to reduce the number of technicians that we had hoped 
to bring to this country. 


ISRAEL 


In Israel, we have dropped a proposed public administration sec- 
tor of a management project. We have scaled down one of the uni- 
versity contracts to a more limited scope. We have reduced the num- 
ber of participants coming here for industrial development training. 
We have reduced contractual services in the field of industrial pro- 
ductivity. We have reduced our activity in water resource deve 
ment. In general we have tried to contract the scale of aetivith in 
various projects in that country. 

Mr. Denton. This embraces very largely the highlights of your 
cutbacks ? 

Mr. Betu. Yes, sir. 

Mr. Denron. There is nothing there other than ordinary cutbacks, 
4 percent, which you would have in any program ? 

Mr. Bett. I think this is probably true. 


OBLIGATIONS OR COMMITMENTS OF FOREIGN CURRENCY 


Mr. Denton. Would you submit this for the record: How much of 
your Public Law 480 funds do you use in these projects, what per- 
centage has the local country contributed, and how much are you 
using of counterpart funds? 

Mr. Bewu. For all projects? 

Mr. Denton. For all these countries. 
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(The information requested follows:) 


INTERNATIONAL COOPERATION ADMINISTRATION PLANNED OBLIGATIONS OR 
COMMITMENTS OF FoREIGN CURRENCY IN FiscaL YEAR 1958 oN TECHNICAL 
COOPERATION PRoJECTS 

EUROPE 


Fiscal year 1958 planned obligations or commitments 


{In thousands of dollar equivalent] 














Mutual- | Country ao Percentage 
security Public Law | Counter- | contribution | of total of 
program, 480 | part | otherthan | Total columns 3 
\U nited States counterpart | and 4 to 
owned | | and in kind | column 5 
| | 
o * (2) @) | (4) | ©® (6) 
se antec _ — —}|—_____— ————— | | -_|_—_————— 
Ricca al 0 $12, 000 | 0 (1) 4 @) 





Cols. 1 and 3: No mutual security program United States owned or counterpart is currently planned for 
use on technical cooperation projects in Spain. 

Col. 2: The $12,000,000 equivalent represents that portion of Public Law 480 local currency planned 
for obligation in areas related to technical cooperation projects. $9,000,000 of the total is for railroad im- 
provement and rehabilitation. Railroad consultants are being provided under the technical cooperation 
program to advise on certain aspects of the railroad improvement program. The balance of $3,000,000 is 
planned for use in connection with technical cooperation projects. 

1 Col. 4: The estimated development budget for Spain for calendar year 1958 is approximately $500,- 
000,000 equivalent. It is not possible to determine how much of the total would be directly related to 
technical cooperation projects. 

2 Col. 5: The total, if used, would be $512,000,000. 

’ Col. 6: The percent, assuming a total of $512,000,000, would be 97.6 





| | 
Country | 














l l l 
| Mutual | } | Percentage 
| security | Public Law | Counter- | contribution | | of total of 
| program 480 part other than Total | columns 3 
| United States| | counterpart | and 4 to 
| owned | and in kind | column 5 
(1) » | (4) bi (5) ee (6) 
Yugoslavia._......... | $5,000 | $100, 00 | | $10, 000 | Os | % 
| | 





Cols 1, 2, and 3: The figures noted above represent the dollar equivalent of dinars which have been 
generated and planned for use in Yugoslavia this year. It is believed all of these amounts will be used in 
areas in which technical cooperation projects are operating or planned for this year. These development 
areas include, for example, agriculture extension, electric power development, road construction and housing. 
The amounts specifically planned for use on technical cooperation projects, however, cannot be accurately 

rojected. 

a Col. 4: The estimated development budget for Yugoslavia for calendar year 1958 is $968,000,000 in 
dollar equivalents. Obviously not all of this amount should be properly tied to technical cooperation proj- 
ects, even though it is planned for use in areas in which technical cooperation projects are also engaged. 
Even if adequate criteria were available, it would not be rr to provide more specific data at this time. 

? Col. 5: If the above figures were used, the total would be $1,083,000,000. 

3 Col. 6: Based on figures provided, percentage would be 90. Howev er, this pe rcentage is not an accu- 
rate representation of the Yugoslav contribution to technical cooperation projects since the $968,000,000 
equivalent included for the estimated development budget includes funds for other than technical coopera- 
tion projects. 


AFRICA 


| 
| Country | 





} 
Mutual | 
security P on Law | Counter- | contribution | Percentage 
program j part | other than Total | of total of 
| United States) | counterpart | } col. 3 and 
owned and in kind | 4to col. 5 
| 
(1) (2) (3) (4) | (5) (6) 
——_—_—— er = pinatijeiaanneneendamanenon-neniee 
PiMopiae.......s5.2 2 0 0 0 | $1, 400 $1, 400 0 
' 














Cols. 1, 2, 3: There is no Public Law 480, counterpart, or other United States-owned local currency gen- 
erated and available for obligation or commitment in Ethiopia in fiscal year 1958. 

Col. 4: The $1.4 million contribution represents current estimates of the dollar equivalent of the 
Ethiopian Government’s contribution in fiscal year 1958 to cooperative services in the technical-cooperation 
program. 
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Fiscal year 1958 planned obligations or commitments—Continued 
AFRICA—Continued 


[In thousands of dollar equivalent] 





a | 
| Mutual Country Percentage 
| security Public Law | Counter- | contribution of total of 
| program 480 | part other than Total cols. 3 and 4 
| United States counterpart | to col. 5 
owned and in kind 
(1) @ | @) (4) (5) (6) 
ED Rrkiciiennsosiienst 0 $1,000 | 0 () | (@) @ 


Col. 1: None. 

Col. 2: The $1.0 million shown under Public Law 480 represents the dollar equivalent of Indian 
rupees generated under the Public Law 480 program. It is planned to loan the rupees to the Libyan Gov- 
ernment to provide additional! capital for the Agricultural Development Bank. ‘Technical assistance is 
now being provided this bank to assist it in organizing its loan services, 

Col. 3: No counterpart will be generated in time for use this fiscal year. 


1 Col. 4: A figure of $22.0 million may be used to represent country contribution in dollar equivalents 
of the Libyan civil budget for fiscal year 1958. While some of this total in the form of salaries, supplies, and 
equipment may be directly related to the technical cooperation program, the actual amount cannot be 
determined. 

2 Col. 5: The total would be $23.0 million if the national budget figure is to be used. 

. * Col. 6: If the above amounts are used, the percent would be 95.6 percent; an obviously misleading 
gure. 








Mutual | Country | Percentage 
security | Public Law | Counter- | contribution of total of 
program | 480 part other than | Total columns 3 
United States} | cauuterpart | and 4 to 
owned | and in kind | column 5 
(1) (2) (3) (4) (5) (6) 
a tenets chika ioe np igen ca ami ge ee el ee hentia 
j i 
Morocco.......-..--- 0 0 | 0 «) ® ) 





' 








Cols. 1,2,3: There is only a small technical cooperation program for Morocco in)fiscal year 1958. None 
of the local currencies under columns 1, 2, and 3 will be used on these projects. 

While a large-scale local currency program is being planned for this fiscal year, the local currency will 
probably not be generated in time for actual commitment or obligation before the end of fiscal year 1958. 


1 Col. 4: An estimated $107 million is planned for the Moroccan development budget for this year. 
How much of this amount can be directly related to the technical cooperation program is impossible to 
determine; it would probably be a small amount since the technical cooperation program is concerned with 
only a small segment of the wide range of development activities. 





| | 
| Mutual | | Country Percentage 
| security Public Law | Counter- | contribution of total of 
program | 480 part other than Total cols. 3 and 4 
| United States counterpart to col. 5 
owned and in kind 
i j | 
| (1) | (2) | @ (4) (5) (6) 
eee — —! — “| — —_— |§ ——_$ SS 
i 0 | 0 $10, 00 | (*) (2) (®) 
i | 





Cols. 1 and 2: No local currency generated from these sources, 

Col. 3: The $10.0 million is the dollar equivalent of counterpart generated and being planned for use 
this fiscal year. It is believed that all of this amount will be used in areas in which technical-cooperation 
projects are operating. These development areas include for example industrial loan fund, land reclamation 
small-dam construction, and railway improvement. A trust fund has been established this year from which 
$300,000 of the local currency available will be expended directly for technical-cooperation projects. This 
amount is included in the $10.0 million figure. 


1 Col. 4: The figure of $20.0 million may be used to represent the dollar equivalent of the country 
contribution. The figure is the currently estimated development budget of the Tunisian Government. 
Actually the announced development budget for this year was $50.0 million; however, it is cleqr that the 
revenue to finance this large development budget is not forthcoming. 

2 Col. 5: The total would be $30.0 million. 

3 Col. 6: The percentage figure would be 100 percent. 
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Fiscal year 1958 planned obligations or commitments—Continued 
NEAR EAST AND SOUTH ASIA 


{In thousands of dollar equivalent] 





Country 
Mutual Public Law contribution 
security pro-| 480source | Counterpart! other than 
gram source counterpart 
| and in kind 
(1) (2) (3) (4) 
PR iknwwie enemnamcagedisaccckk shames oh anes hebieainaneaa be () 


1 Afghanistan also budgets for eptay pee expenditure but attributions to specific technical cooperation 
projects cannot be made precisely on this basis. The projected Afghan budget for fields of activity in which 
mutual security program is also active is more than Afghanis 400 million (equivalent approximately 
$20,000,000 at the legal rate of exchange). 





Country 
Mutual Public Law contribution 
security pro-| 480source | Counterpart | other than 
gram source counterpart 
and in kind 
(1) (2) (3) (4) 
ago 08 oa ee ee OG Sia science isecciw eceac 1 $14, 027 





1 The country contribution can only be approximated, since the real relationship is between the technical 
cooperation program and the general effort of the Government of Ceylon to improve skills and foster de- 
velopment. This involves funds budgeted by the Government of Ceylon for a broad field of related 
activities, of which the mutual security program technical ———s projects are a necessary part. For 
example, Ceylon has budgeted in 1957-58 approximately $4,800,000 local currency equivalent for aor 
ing the segment of its program directly related to agricultural extension, research, and education. Included 
in this amount is local currency support for Uni States technicians. For its irrigation and land develop- 
ment program, the host government budgeted figures for 1957-58 is about $10,000,000 local currency equiva- 
lent, which will be utilized for the project to which the United States is also contributing, plus other phases 
of the Government of Ceylon’s overall irrigation program. In certain projects the exact amount bein 
pee by the Government of Ceylon is known and can be included, but a total cannot be assemble 

om this data alone. Funds provided by the Government of Ceylon, under the trust fund agreement 
toward the local currency costs of United States program technicians are included in the budget estimates. 





Country 
Mutual Public Law | contribution 
security pro-| 480source | Counterpart} other than 
gram source counterpart 
and in kind 
(1) (2) (3) (4) 
i idititis tiatiintithen inictisctin isthe idided sak breaches dig aiid albdip nash nine Ronee 13] 


1 An attempt has been made to estimate country cash contributions on the basis of partial information; 
the estimate is the equivalent of $250,000. However, it has been the custom in Greec to deposit counterpart 
against the technical cooperation program on a selective basis which has approximatea about two-thirds of 
the equivalent value. 

The Government of Greece is financing development through its development budget. The estimated 
amount budgeted for development and operation in fields of activity that can be related to some of the 
technical cooperation sectors is approximately the equivalent of $10 million. 
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Fiscal year 1958 planned obligations or commitments—Continued 
NEAR EAST AND SOUTH ASIA—Continued 


{In thousands of dollar equivalent] 








j | 
| 
| | Country 
| Mutual | Public Law | contribution 
| Security pro-| 480source | Counterpart | other than 
gram source counterpart 
; and in kind 
8 a ae | (4) 
ee Foal eM ete = “aks nea ans 
India_._.- Sitka i aaainie aaa eabied cng tied bie Rarhinbocascehcnoubeseien \- nia sees pein dinieaoes 1 $250 
| 








1 Estimate based on fiscal year 1957 actual of $202,000. This figure represents only Indian contributions 
to a trust account administered by US/TCM/India. India deposits a daily amount for each government- 
requested technician in India, The deposit has been 15 rupees (about $3) per day if the technician does not 
travel extensively and 25 rupees (about $5) per day where considerable travel is involved. The account 
finances local currency expenses of the technicians. 

The Indian Government contribution to projects is, of course, much larger than this. For example, the 
Government of India pays for participants’ salaries when they are in the United States plus within-India 
transportation. Usually United States assistance is of an advisory nature related to one segment of a project 
and there is no doubt but that the Government of India is firmly committed to the activity. However, it is 
difficult to determine, in assigning a quantitative measure to the Government of India’s contribution, where 
the “‘project”’ stops. It is evident that the cash contribution to the trust account is only a token beside the 
total Government of India expenditures in the areas of activity in which we provide advisory services. 

India is presently engaged in a long term development effort of which the present 5 year segment of 
public and private activity has been estimated at approximately $15 billion total expenditure. It is estimated 
that in the Indian fiscal year just ended, the Indian Central and State Governments spent about $1.7 billion 
on development work. This is the context within which the technical cooperation program in India is 
operating. 





| } | | 
| | | Country 
| Mutual Public Law contribution 
| Security pro- 480 source | Counterpart | other than 
| gram source | counterpart 
| | and in kind 
| 
(1) (2) (3) (4 
; aaa i iim atsiN atic al meatal Addai einiat lil Noadenadiinep tibatec 
Ba ae as oo ee sae calle caine | wiieaaehanhe | bis deatipe aod () @) 
| 





1 No commitments of counterpart for support of technical cooperation activities have been made during 
fiscal year 1958. However, releases were made on the basis of prior commitments. $4,000,000 equivalent 
was released during fiscal year 1958 to be available for use in the Iranian year which begins in Mar. 1958. 
The allocation included the equivalent of $2,000,000 for certain local costs of the general operations of the 
whole technical cooperation program, and the equivalent of $2,000,000 set aside for contributions to the local 
currency budgets of mutually undertaken projects for which the Government of Iran also makes cash budget 
contributions. ‘The allocation of counterpart for the local currency project budgets is part of the phasing 
of negotiations on this subject with the Government of Iran. See also note 2. 

? For the Iranian year ending Mar. 21, 1958, on the basis of agreed commitments, the Government of 
Iran contributed rials 389 million (equivalent approximately $5,200,000) to the local currency budgets of 
technical cooperation projects. For these same activities, the United States agreed to a contribution of 
counterpart funds of rials 380 million roughly on a 50-50 matching basis. The commitment of the necessary 
counterpart was made prior to United States fiseal year 1958. 

The United States is now discussing with the Government of Iran the financing of the local currency 
project budgets for the Iranian year ending Mar. 21,1959. This relates to the allocation of the equivalent 
of $2,000,500 in counterpart for such purposes mentioned in note l above. Some of the costs of these opera- 
tions can be met from past commitments; the balance depends on cash contributions from the Government 
of Iran. 

The Government of Iran is engaged in a long term economic development program to which it makes 
regular allocations from a share in oil revenues. For the Iranian year ending Mar. 21, 1959, the Govern- 
ment of Iran is budgeting development expenditure of $210.500,000 equivalent. The technical cooperation 
program is complementary to Iran's broad investment and development effort. 





Country 
Mutual Public Law | contribution 
security pro-| 480source | Counterpart | other than 
gram source | | counterpart 


| | | and in kind 





' ' ! 

1 The technical cooperation program is a supporting element of skills to Iraq’s development board projects. 
Iraq funds development from a share of oil revenue and is allotting 70 percent of oil revenues for develop- 
ment. Iraq’s decision on development board action in terms of amount of financing is not tied to a share 
arrangement contribution against technical cooperation. 

The Iraq development plan for 6 years from 1955 to 1960 contemplates a total expenditure equivalent to 
$1,400,000,000 and includes such activities as flood control and irrigation, transportation, housing, health, 
education, industry, plant and animal resources, and others. 


ape tse 
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Fiscal year 1958 planned obligations or commitments—Continued 
NEAR EAST AND SOUTH ASIA—Continued 


{In thousands of dollar equivalent] 


Country 








Mutual Public Law | contribution 
security pro-| 480 source Counterpart | other than 
gram source counterpart 

and in kind 
a | (2 (3) (4) 
DN tas 1 scents tem anhaldeen een Tae crotalaetadsion Maaenae nds f (1) 


1 The Government of Israel contributes to the support costs of the technical cooperation program as needed 
from their development budget on the basis of its total provision for various fields of activity. There is ne 
lump sum attribution against the technical cooperation program as a whole. 


| Country 
Mutual Public Law contribution 
security pro 480 source Counterpart | other than 
gram source counterpart 


and in kind 





Jordan ae $280 


Notr.—Based on Jordanian budget projections for contributions. Assumes total will be used to support 
the technical cooperation program. 





| Country 
Mutual /| Public Law contribution 


security pro- 480 source Counterpart | other thar 
gram source counterpa 


and in kit 


a 2 (3) (4) 


Lebanon- ; | | Info not 
available. 


Notr.—The Government of Lebanon has agreed to make available local currency costs for technical 
cooperation projects in the amount necessary and as required. It has been estimated that contributions 
(including contributions in kind) for a part of the activities in the program will amount to $2.3 million 
equivalent for 1958. The total estimate of cash contributions »y Lebanon is not available here. The 
Government of Lebanon is spending substantial sums itself on Lebanon’s economic development, and 
technical cooperation activities are related to development activities also. 


| 


Country 


Mutual Public Law contribution 
security pro- {80 source Counterpart | other than 
gram source counterpart 


and in kind 


qd 2 5 t 


Nepal 


piles $680. 5 


Nore.—There are no foreign currency funds available for technical cooperation support in Nepal from 
sources listed under 1, 2, and 3 above. Mission advises that the host country contribution to the Joint Co- 
operative Services for fiscal year 1958 will total $680,500. No estimate has been submitted to ICA/W of the 
value of any in kind contribution of the host government. 
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Fiscal year 1958 planned obligations or commitments—Continued 
NEAR EAST AND SOUTH ASIA—Continued 


{In thousands of dollar equivalent] 


| 
Country 


Mutual Public Law | contribution 
security pro- 480 source | Counterpart | other than 
| 








gram source et 
and in kind 
| (1) | (2) (3) (4) 
NE ED 
| 
pie... sialon satiate | Ws A eee 1 $7, 542 2 $14, 202 





1 This ccnsists of planned commitment of counterpart for general technical cooperation support as shown 
in table V, p. 135 of presentation book, and inclusion in counterpart release of 1958 of $2.500,000 allocated 
to technical cooperation project. 

2 Partial estimate based on available information only. 


Note.—The Government of Pakistan is engaged in a substantial development effort on which expendi- 
ture exceeds $200,000,000 a year. This is the frame within which the technical cooperation program is 
designed. It is difficult to know where the line of project contribution should be drawn in programs that 
are complementary. 








| | Country 
Mutual Public Law contribution 
| security pro-| 480 source | Counterpart | other than 
gram source counterpart 
| and in kind 
(1) (2) | (3) | (4) 
nih acta onaccnsiianencanlaniegelil | a | nae tall 
Pio ccacdacseevnnesensese eS Poceccbintaiccss | enatiaousisies 1, 700 | (4) 
| 


1 The counterpart use is an assignment of the trust fund which is used to support technical cooperation 
activity. The Turkish Government also deposits counterpart against technical cooperation aid on a selec- 
tive proportionate basis. Turkish contributions vary depending on nature of project needs and there is no 
lump sum attribution negotiated for the technical cooperation program as a whole which can be estimated 
= oe The present estimates of the value of the projected Turkish contribution is the equivalent of 

700,000. 


FAR EAST REGION 








Country con- Percentage of 

Mutual secu-} Public Law | Counter- tribution total of col- 
Country rity program | 480 source part other than Total umns 3 and 4 

source counterpart to column 5 

and in kind 
(1) (2) (3) (4) (5) (6) 
NN GS on 5 = os income eccndallacnusd decade debe ee eeeneeiiindb samen eeeneiehhmiiacaincs dada 
Cambodia. -_-_-...--- é iat $5, 000 2 $400 $5, 400 100 
re 8 eS leased paces 16, 904 12, 131 29, 035 100 
DL ~.. i ccelbudbeandboues cet paasamsimetme 6, 738 5, 150 11, 888 100 
Japan......- abe iei biad deoainddeonwieabedioe satis a cind imamate 1, 325 1, 325 100 
a a cccns scant Ryliphssoenasinbue ed male aceae yf eae ee et 1, 292 100 
Laas 3. --------| skcash cocoa aid ates drainer ianaaala paatansmesichienies as Rte etagink tie ibee sale eteae 
I ida eed cosheapeunitite ee eaneaceatielnenionss 41,250 § 3,750 5, 000 100 
UE Soo kts os sci dances onbsink cartes Sime nacelle 6 5, 500 7 4, 500 10, 000 100 
Se ek oo catcacnn|nasentandiewen 6, 800 6, 170 12, 970 100 
Total for Far | 

East region. - ofponenensnsnen=|-nenenenenenns 43, 484 33, 426 76, 910 100 





1 No technical cooperation assistance is extended to Burma on a grant basis. 

2 Estimated on basis of 1957 country contribution. 

8 Because of problems encountered by reason of the reduction in appropriations, political difficulties, 
and monetary reform negotiations, the mission has not submitted a technical cooperation program as yet. 

4 All counterpart in the Philippines is appropriated under the Government budget. 

6 Although deposited in counterpart account, represents an additional contribution by the Philippines 
to help defray local costs of technical cooperation projects in fiscal year 1958. 

* Includes estimated total of $3 million equivalent to be deposited in counterpart account by the Thai 
Government to help defray local costs of technical cooperation projects in fiscal year 1958. 

7 Excludes $3 million equivalent to be deposited in counterpart account. See footnote 6 above. 
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Fiscal year 1958 planned obligations or commitments—Continued 
LATIN AMERICA 
{In thousands of dollar equivalent] 











Country con- Percentage of 
Mutual secu-| Public Law | Counter- tributions total of col- 
Country rity program | 480 source part other than Total umns 3 and 4 
source counterpart to column 5 
and in kind 
| (1) (2) (3) (4) (5) (6) 
| 
I i Ns clan cnt Bale amc ec a os $201 | $201 | 100 
SEN 4. -otoccece. BOE Foca eee 3, 078 3, 275 | 94 
NN Si sessile ia sacnss aac iti j 11, 683 11, 683 100 
Rs anon ‘ sig ail scale saccade iec ahd detadlea ici } 3, 689 3, 689 100 
Colombia-.--- wihadieha herodbunathighin’ dl alate aula be Sdbapeak 1,019 1,019 100 
SE MND siciccsae—s clases Naiatainien ce mbicaele eeatta. | 390 390 100 
Ouba. Ss mecectinsncnas kikcacatin Wbiemanaiendeasiaan datas 559 559 100 
Dominican Republic-.|-- sin Soci Reo Tenet bees badakeokeusaile 40 40 100 
Ecuador- puto keoads ste A caseasine aed dnadaatnaeene 1, 518 1, 518 100 
E] Salvador... _-- S cscosiacls any ee a ee as 754 754 100 
Guatemala__.______- So hcbcwicsn ahaa haere olentiniig accuneaa 898 898 100 
Haiti_-. I i 552 552 100 
Honduras... ‘ | 1, 375 | 1, 375 | 100 
SE actenineiten cence tveimaiais cee cneatadiahs hee la 1, 053 | 1, 053 | 100 
gts cn cdowenielewace Sons | 442 | 442 100 
Panama... 3 SEE al Soe eiceteeeel 600 | 600 | 100 
Paraguay - Ds wceatioees $1il |_- Sen 670 781 | 86 
Peru... oa as ‘ eee Bi ici, 7, 550 | 7, 550 100 
Uruguay-..... ‘ ee aden 4 4 100 
Venezuela-.---- eaaba eee | 1, 133 1, 133 | 100 
I i a Me sed casi aan Ream teased 130 130 | 100 
British Honduras. | ; 
Jamaica - -- A : ci = Bic silage aioe | a ieee 
Surinam... Coa a, 76 | 76 100 
Total for Latin | | | 
America... a 197 | 111 | 37, 414 37, 722 | 99.3 
| i 











NEW PROJECTS NOT IN FISCAL YEAR 1958 BUDGET SUBMISSION 


Mr. Passman. Mr. Bell, in the 12 countries in your region, how 
many new projects did you start for which you requested no funds 
in fiscal 1958. 

Mr. Betu. I can tell you how many projects we are starting. 

Mr. Passman. I refer to projects which you initiated for - which you 
did not request funds for fiscal 1958. 

Mr. Bett. I am afraid I do not have that figure available at the 
moment. I can tell you how many we started. Whether they were 
ones in the program or not, I do not know. 

Mr. PassmMan. You did start projects in addition to those for which 
funds were requested in the original justification ? 

Mr. Bett. It is quite possible. We will start in 1958 a total of 72 
new projects, while cunbiding 29 and phasing out or terminating 83. 


Mr. Passman. Would you say for the record that you did start proj- 
ects for which you did not request funds in your original request in 
fiscal 1958 ? 

Mr. Bex. I would hesitate to say that without checking to be cer- 
tain, Mr. Passman. You see, I was not a participant in the presenta- 
tion last year and my memory is not exact. 
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OBLIGATIONS IN EXCESS OF BUDGET ESTIMATES 


Mr. Passman. In how many of the 12 nations in your region are you 
spending more money than you requested originally ? 

Mr. Bett. More money than we requested ? 

Mr. PassMan. Yes. 

Mr. Bexu. I don’t believe any, but let me check to be certain. 

In regional projects. That is the only case. In every other case 
we are obligating less than we asked. 

Mr. Passman. But in some of these nations you will have unobli- 
gated funds at the end of the fiscal year, based upon the figures pre- 
sented to date? 

Mr. Betz. I would hope not, and I expect not, except as Mr. Murphy 
says, you have inevitably tag-ends of accounts that may amount to 
something. You never will come out precisely $2,850,000. 


ORIGINATING POINT FOR PROJECTS 


Mr. PassmMAn. Does the plan for these projects originate on the 
country level ? 

Mr. Betz. Yes. That is where they start. 

Mr. Passman. The people here at Washington use the information 
supplied to them by the personnel in the field and firm up the program ? 

Mr. Betz. They take it and review it. 

Mr. Passman. They have to review it deskwise here. In few in- 
stances can they go out and inspect the projects. It is a matter of 
working the project from the bottom to the top rather than from 
the top to the bottom. 

Mr. Betz. That is correct. Sometimes projects are suggested from 
Washington, but that is an exception. 

Mr. Passman. Mr. Natcher? 

Mr. Natcuer. No questions. 

Mr. Passman. Mr. Andrews? 

Mr. Anprews. No questions. 

Mr. Passman. Mr. Taber? 


EMPLOYEES IN NEAR EAST AND SOUTH ASIA 


Mr. Taser. I was going to ask you the same question that I did 
Mr. Van Dyke about ‘the number of ecapioyees at each place. What 
date do you h: ave | other than the 31st of March? He gave me the 30th 
of November 1957. 

Mr. Betu. I have September 30, 1957, and March 31, 1958. 

Mr. Taper. That is all right. You might go down the line and give 
them allto me. First give me the September 30 figure for Greece. 

Mr. Betu. For Greece, 76. 

Mr. Taper. And on the 31st of March? 

Mr. Betxi. For Greece, March 31, 76. 

Mr. Taser. Iran? 

Mr. Morey. One minute. We have to get in the right column here. 
He is interested in the program personnel. 

Mr. Betti. I am sorry. I shall have to correct the first figure. On 
program personnel for Greece, regular ICA employees on September 
30, 1957, 22; on March 31, 1958, 21. 





| 
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Mr. Taser. What was the other? 

Mr. Bexx. For Iran, September 30, 177; March 31, 174. 

For Iraq, on September 30, 62; on March 31, 67. 

For Israel, September 30, 16; March 31, 17. 

For Jordan, September 30, 22; March 31, 97. 

In Lebanon, September 30, 31; March 31, 38. 

In Turkey, September 30, 73; March 31, 73 

For Afghanistan, September 30, 32; March 31, 3 

Ceylon ‘September 30, 15; March 31, 19. 

India, September 30, 107; March 31, "92. 

Nepal, September 30, 25; March 31, 29. 

Pakistan, September 30, 111; March 31, 107. 

Regional, 11 in September and 9 in March. 

Mr. Taser. In almost every one you showed an increase on March 
ol. 

Mr. Betu. The totals were 704 September 30, 713 March 31, an 
increase of 9 out of 700. 

Mr. Rooney. At the same time there was a reduction in every single 
one of the programs except regional; right? 

Mr. Bex. Not over previous activities, Mr. Rooney. 

Mr. Roonry. As compared with the budget presentation here this 
time a year ago, there has been a reduction in every one of the pro- 
grams with the exception of the regional. Is that correct? 

Mr. Betz. As compared with the ‘budget presentations, but if you 
compare 

Mr. Rooney. Is what I say correct? 

Mr. Bex. Yes, sir. 

Mr. Roonry. That wasa very simple question. That is all. 

Mr. Taser. I would like that information put in the record 
tabular form so we can catch that easily. 

Mr. Passman. Without objection, this information shall be inserted 
in the record in tabular form. 

(The information requested follows :) 





ICA personnel paid from program funds 


As of— 
Area and country 


Sept. 30, 1957 | Mar. 31, 1958 
SS 


Near East and South Asia: | 


Afghanistan 32 39 
Ceylon : 15 | 19 
Greece___. | 22 | 21 
India. | 107 92 
Iran ; E ‘ . } 177 | 174 
re aes 62 | 67 
Israel | 16 | 17 
Jordan | 22 | 27 
Lebanon | 31 | 38 
Nepal 25 | 29 
Pakistan a i lll | 107 
Turkey- ‘ | 73 | 73 
Regional | 11 | 4 

iid. cise den Bedeah antl nd ba enaelwialtee ~-=--| 704 | 712 
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OBLIGATIONS AS PERCENT OF ALLOTMENT 


Mr. Taser. The amount of money which has been obligated in this 
area is about 40 percent of the allotment. In the Africa area, the 
obligations were perhaps a little nearer the allotment. 

ow long have you been in charge of this area ? 

Mr. Brut. I have been assigned here since last September. Before 
that I was in Karachi, in charge of the program there. 

Mr. Taper. Are you familiar with these projects prior to the 
September period ¢ 

Mr. Bex. I have personal familiarity pre-September only with 
the projects in Pakistan. I have tried since September to become as 
familiar as I can with some 460 projects. 

Mr. Taser. Were the activities greater or less than they had been 
a year before ? 

Mr. Beut. In technical assistance generally ? 

Mr. Taper. Yes. 

Mr. Beuu. I would say projected obligations for the activities were 
slightly reduced below 1957, in the amount of about 4 percent. 

Mr. Taser. Do you mean in that territory, or generally? 

Mr. Bexu. I mean in the Near East and south Asia region. 

Mr. Taser. That is all, Mr. Chairman. 

Mr. Gary. If there are no further questions, we will take the next 
area. 


Prosecrs in Far East TermMinaTep PREMATURELY, PosTPONED, OR 
Repvucep IN 1958 For Lack or Funps 


Mr. Smirn. The Far East area, Dr. Moyer. 

Mr. Atexanper. Dr. Moyer, I believe in the Far East in 1957 the 
appropriation was $31,229,000; is that correct ? 

Mr. Moyer. I did not check that figure before coming up. I think 
that is correct. 

(The following information was supplied at a later date :) 

The amount made available for technical cooperation in the Far East in fiscal 
year 1957 actually was $36,198,000. 

Mr. Auexanver. The Congress gave in 1958, $33,750,000, a little 
more than $2.5 million more than the previous year. 

Mr. Moyer. Yes, sir. 

(The following information was supplied at a later date :) 

The actual figure for fiscal year 1957 was almost $2.5 million less than the 
previous year. 

Mr. Atexanper. I cannot help but remark that this appropriation 
is going up while for things in our own country we cut the budget 
about $5 billion. 

With particular reference to the statement which was made that 
projects had been terminated prematurely, postponed, underfunded, 
or understaffed, would you set out for the committee specifically what 
projects in the several countries in the Far East were postponed, 
underfunded, or understaffed ? 

Mr. Moyer. I shall be glad to do that, Mr. Congressman. I would 
like, however, permission to do it on an illustrative basis. In the 
time that we had, I was not able to make a complete listing and to get 
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all the material together. I hurriedly assembled information on some 
of the ones that we had particularly in mind, and I would like to 
refer to them. 

Mr, PassmMAN. For complete clarification, it is our desire to extend 
every courtesy to every witness. The language of the statement could 
not have been used without having had reports from the regional 
personnel as to what happened in their own regions. The committee 
would prefer that you be just as specific as you can. 


PROJECTS TERMINATED PREMATURELY 


Mr. Moyer. First of all, on those which have been terminated pre- 
maturely, in the Far East we have not claimed that any were termi- 
nated prematurely because of lack of funds. However, we have 
examples under all the other designations here, or at least under most 
of the other designations. 


POSTPONED PROJECTS 


As an example of postponement, as is mentioned in this document, in 
Korea we had requested $7 million and the figure eventually was $5.6 
million. That brought about enormous readjustment and a great deal 
of negotiation. Even to this day, we do not know precisely which of 
the projects will be eliminated, which may or may not get in the pro- 
gram. We have pretty well sorted that out, but it is true, as the state- 
ment says, that certain projects were postponed about 6 months. I 
would like to mention that. I am not trying to overstate it. 

Mr. ALExAanpDER. What project was that? 

Mr. Moyer. At the beginning in this whole process of reduction, 
there were involved projects totaling around $1.3 million. They in- 
cluded one of the important ones, a contract between the University 
of Minnesota and the University of Seoul in which we are trying to 
help them build up better training in public administration. Korea 
is a new country, and we are trying to increase their ability to handle 
their own affairs. That is one of the projects involved. I think 
finally we are going to get that one straightened out. This was in- 
volved in the delay I referred to. 

Another one is in teacher training. We also are helping to build 
up their elementary and secondary “education. There is a contract 
which is involved. 

There was one for the improvement of taxation practices which was 
involved in this reappraisal, in this need to take a fresh look and to 
try to agree with the Koreans on what we would undertake. I think 
we shall get most of these straightened out eventually, but it did in- 
volve postponement as stated. 

Mr. Atexanper. Are you carrying on any of these projects which 
you say were postpone dt 

Mr. Moyer. Some of fhem since that time have been adjusted, and 
we are going ahead with them; yes, sir. 

Mr. Atexanper. Actually, we are most interested in those projects 
which have not been due to the usual cutbacks in the ordinary process 
as you might have to do under any circumstances or in any year, but 
specifically those which were due to lack of funds in last year’s ap- 
propriation. These are general projects which you are mentioning, 
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which might be good, but had all of these been worked out and agreed 
upon { 

Mr. Moyer. Not all of the detail, although we normally do not 
complete all the detail until there is some reasonable chance of financ- 
ing 1t. These were projects which were under serious consideration. 

r. Taser. I wonder if the gentleman would yield for a second. 

Mr. ALExaNpeErR. Certainly. 


KOREA 


Mr. Taser. I shall read at this point the Director’s statement on 
page3. This relates to Korea. 

However, after 3 successive years of rampant inflation which saw price in- 
dexes rise 40 percent or more annually, in 1957 not only did prices hold steady, 
but in some commodities such as food and clothing, vitally important in the daily 
life of the ordinary citizen, prices declined slightly. This progress can be 
attributed to the adoption by Korea of a more conservative fiscal and monetary 
policy, a real increase in per capita production of 12 percent, and a bountiful 
rice crop. This is evidence not only of the beneficial results of United States 
assistance but also of the fact that Korea is doing many things for itself. This 
is the self-help the program is designed to achieve. 

I thought with the situation we were confronted with, we ought to 
have that in mind. 

Mr. Anprews. Will the gentleman yield. In the light of that en- 
couraging statement, I would like to ask if there is any end in sight 
for this program in Korea. 

Mr. Moyer. Mr. Congressman, “in sight,” of course, is a long time, 
but in the more immediate or the shorter or longer range future we do 
not see any end in sight as long as this large Army is maintained. 

Mr. Anprews. The statement that Mr. Taber read from the general 
statement is most encouraging about Korea. It looks as if the mission 
there has been accomplished, or almost accomplished. 

Mr. Moyer. I am sure Mr. Taber has in mind the situation that we 
have come out of. You could not say these things about Korea a year 
or two ago. Inflation was rampant, something in the neighborhood 
of 40 percent rise in the wholesale price index taking place annually: 
there was uncertainty, unwillingness to invest, extremely high rates 
of interest, economic activity not at a standstill but certainly very 
much inhibited. 

This is a substantial improvement and makes it possible for Korea 
to exert its own efforts to a fuller extent and gradually make progress 
in dealing with some of these problems. 


EMPLOYEES IN KOREA 


Mr. Avexanper. Would you give us the number of employees in 
Korea on June 30, 1957, and also March 15, 1958, if you have them ? 

Mr. Moyer. Yes. They are in this book which is here. 

Inthe program staff in Korea, September 30-——— 

Mr. Taner. Why do we not have that for all the countries. 

Mr. Mcurpnuy. That is what they are, Mr. Taber. 

Mr. Moyer. I have the figures here. 

Mr. Taser. Why do you not start right in and give them to us, be- 
ginning with Cambodia. 
~ Mr. Gary. Before we leave Korea, let us complete it. 


parame Aarne 
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Mr. Atexanper. At this particular point I would like to follow the 
discussion on Korea. 


Mr. Taser. All right. 

Mr. Moyer. As of September 30, the number on all the program 
staff was 222; as of March 31, 218. 

Mr. Rooney. Do you mean that although the program was cut by, 
what did you say a while ago, $1,300,000—— 

Mr. Moyer. The total is $1 400,000. 

Mr. Roonry. You were able to cut only four employees from the 
payroll out there in Korea ? 

Mr. Moyer. The fact is, Mr. Congressman, we think the number 
should be increased and we are trying to increase it. 

Mr. Rooney. I did not ask you that. All of us will get along quite 
easily—I gave you a direct question, and the answer usually is yes or 
no. Regardless of how you answer it, you will have a chance to 
explain it later on. For the moment the question is: Do you mean 
that with a reduction of $1.4 million in the program, you were able to 
cut only four employees between these dates? You don’t like that 
question ? 

Mr. Moyer. You ask whether we have been able. We have not 
been trying to. That is my problem. We have been trying to in- 
crease. 

Mr. Rooney. That is very interesting. 


CONDITIONS IN KOREA 


Mr. Passman. I think maybe this should go in the record at this 
point, and I am quoting Mr. Hollister from page 148 of the hearings 
of last year: 

I submit that unending assistance is wasteful assistance. Not only that, 
but it will probably be ineffective assistance. 

It appears to me that in this program in some instances the same 
thing is going on year in and year out. They apparently do not be- 
come proficient in any one thing. The same projects and programs 
are being continued. I think maybe that prompted Mr. Hollister’s 
statement. 

Mr. Gary. The Director’s statement on page 3 says: 

However, after 3 successive years of rampant inflation which saw price indexes 
rise 40 percent or more annually, in 1957 not only did prices hold steady, but in 
some commodities such as food and clothing, vitally important in the daily life 
of the ordinary citizen, prices declined slightly. 

It occurs to me that maybe we ought to import a few technicians 
from Korea to tell us how to control ‘inflation i in this country instead 
of sending so many over there. 

Mr. Atexanper. I am sure Mr. Tabor would be interested at this 
point to go down each country, Cambodia, Indonesia, Japan, Korea, 
and so forth, and give us 

Mr. WicocteswortH. Will the gentleman yield before we go to that ? 

Mr. ALExANpeR. Certainly. 

Mr. Wiceieswortn. I notice that on page 8 of the Director's state- 
ment, where he is talking about defense support, he says: 





Starting a few months from now, reductions on the commodity side will begin 
to have an effect on the supply of imports. This permits inflationary pressures 
to mount. To lose our important gains toward stability and eventual economic 
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self-sufficiency would be unfortunate and we should have a program in Korea 
in 1959 of the level proposed if the progress already achieved is not to be en- 
dangered. 

My impression has been that in past years, anyway, that Korea has 
presented about the most difficult problem in this field the world over. 
Has that not been the fact ? 

Mr. Smirn. I think that certainly has been the case. 

Mr. Wiceteswortu. Is there any country which presents a more 
difficult problem now than Korea? 

Mr. Smiru. I would like to pass that to the regional director in the 
most difficult region. 

Mr. Moyer. We have problems in Vietnam of somewhat the same 
type as in Korea. Korea is still the most difficult. 

Mr. Wiceteswortn. It still presents the most difficult problem. 

Mr. Moyer. Yes, sir. As far as the dimensions of the problem we 
have to deal with, I think Korea is still the most difficult. 

Mr. Wicereswortu. Thank you, Mr. Alexander. 

Mr. Smirn. Could I say one thing at this point, Mr. Chairman ? 

Mr. Passman. Mr. Director. 

Mr. Smiru. One part of the statement which I made about Korea 
this morning has not been requoted during the last little bit, and that 
was that Korea still lacks skills and managerial abilities. Those are 
the things we have to get into the country in order to get it to take care 
of itself. There is no point sitting here talking about pumping money 
into these countries. We must get them to acquire the administrative 
skills to run their own affairs. This is one of the things technical 
cooperation is supposed to be doing. 

My first statement on Korea on page 3 related to what the defense 
support funds were doing to the country. What the regional di- 
rector, Dr. Moyer, has been talking about recently is the ‘reduction 
from $7 million to $5.6 million in the technical cooperation program. 


EMPLOYEES IN FAR EAST 


[ feel myself that the way to get out of these countries, that is, to 
get the job done, is particularly through technical cooperation, which 
may very easily mean that we increase the number of American and 
other skilled personnel there, even though the money amount is going 
down. 

The function of those people is to get out and train the indigenous 
people in the country to do the job themselves. We cannot do this 
with money. We have to send more people in. That is why you see 
these apparent inconsistencies where the number of people goes up 
even though the total amount of money available is going down. 

Mr. Rooney. Mr. Smith, that is exactly why I made inquiry into 
this subject. It is awfully difficult to understand, after the statement 
in your opening presentation that your funds were cut and Congress 

was to blame, that still in instances you have substantially increased 
the number of employees at various locations. 

Mr. Smrru. The trend of money to people should be in an oppo- 
site direction. ‘The number of people and the number of dollars do 
not go up and down together. The trend should be toward an in- 
crease in the number of people and a decrease in the number of 


dollars. 
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Mr. Passman. Your statement this morning indicates that is what 
we tried to do last year; does it not? 

Mr. Roonry. Mr. Smith, you spoke this morning about under- 
ons! 

Mr. Smiru. That is true. 

Mr. ANpREws. Participants and technicians had to be dropped from 
your plan. 

Mr. Smirn. That is correct. 

(Off the record.) 

Mr. Avexanper. I am sure the committee would like to have for 
the record the number of employees in each of these countries, both 
in the middle of last year and the latest figure you have for this year, 

Mr. Moyer. Yes, sir. 

Mr. Avexanper. Just take them as you come to the various 
countries. 

Mr. Moyer. I will take them in the order as they appear in Mr. 
Smith’s statement : 

Cambodia as of September 30 had 50, and on March 31, 53. 

Indonesia in September had 80, and in March, 75. 

Japan had 15, and 15—no change. 

Korea, as I have given it, had 999, and 218. 

Laos had 44, and 40. 

The Philippines had 89 and 86. 

Taiwan had 56 and 52. 

Thailand had 96 and 88. 

Vietnam had 124 and 122. 

(A summary statement follows :) 


ICA personnel paid from all program funds 


As of— 


Area and country 


| Sept. 30, 1957 | Mar. 31, 1958 
' 





Far East: 

Cambodia. aes e i , Lieeaedil 50 | 53 
Indonesia_._. saa Stel ae = --=-----| 80 | 75 
Japan... ._- . 15 | 15 
Korea. hes spain isthe earrrarlalephatitiniott --| 222 | 218 
Laos.... pe kacbamendana jibe ied ichce seaieiath eek alaknniat 44 40 
CIID 5 tcc nas achnuan ate ease | 89 | 86 
OR hh cncrtses aa sss esac ss dsc win tits aca thane Signi a ef 56 | 52 
Thailand. -_- —— Sirhksieeaaamaiienaaiatandinn ; . | 96 | 88 
Vietnam... pesivoninnesonsainenen tidus! 124 | 122 

Eis nts wrc wack cstuenmbvendne tebieerahen (i bcnarinc denied ails aan hte ia as | 776 749 


Mr. Arexanper. Doctor, do you have any other specific illustration 
of what projects have been postponed or underfunded or understaffed 
in any of these other countries? 


INDONESIA 


Mr. Moyer. Yes, sir; and I would like to mention two: One is in 
the case of Indonesia, where technical cooperation funds were reduced, 
and where we are programing about 100 less participants this year than 
we had planned. 

Mr. AtexANpeR. Participants in what? 
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Mr. Moyer. In a large variety of fields; that is, Indonesians who 
will come to this country for training, as I said in a wide variety of 
fields, such as health, agriculture, education and certain forms of 
engineering, business training and some others. 

Mr. Passman. Is this not a reduction in the program rather than 
a discontinuation ? 

Mr. Moyer. Yes, sir; that is correct. 


USE OF PUBLIC LAW 480 FUNDS 


Mr. Rooney. How about increases in the program as the result of 
Public Law 480? 

Mr. Denton. That is what I would like to get. 

Mr. Moyer. Public Law 480 does not affect the dollar cost at all. 
In certain countries, particularly in Korea, there has been a very sub- 
stantial help as a result of Public Law 480, and this helps on the de- 
fense support side. 

Mr. Denton. You do not use any Public Law 480 funds? 

Mr. Murrnuy. We use a lot of them. For example, in Korea there 
is a very substantial sales program under Public Law 480, and the 
hwan generated thereby are used to support the military budget for 
Korea, and make it unnecessary for us to get dollar appropriations. 

Mr. Moyer. And particularly to bring in the commodities which 
have helned to produce this favorable result. 

Mr. Wiccteswortu. Is there another item which you had in mind? 


JAPAN 


Mr. Moyer. Yes, sir; one other item. We do not know at this 
point whether it is a deletion or a postponement. We had planned, 
and the Japanese wanted, and we had hoped to finance another univer- 
sity contract in Japan under our productivity program connected with 
business administration and industrial research. This was a contract 
with the Kansai University in central Japan which we have not been 
able to fund. It might be ‘that some arrangement will turn up, but as 
far as we know we will not be able to fund it. 

That is one specific case. 


OBLIGATION OF TECHNICAL COOPERATION FUNDS 


Mr. Atexanner. Would you give us in the Far East the amount of 
funds that have been obligated up to this time ? 

Mr. Moyer. Yes, sir; the total in tec hnical cooperation, obligated, 
as of March 31, was $13,798,000; that is 41 percent of the funds al- 
lotted to the Far East. 

Mr. ALEXANDER. And you still have remaining $20 million to obli- 

gate in the remaining 3 months of the fiscal year ? 

Mr. Moyer. Yes, sir; about $20 million. 

Mr. ALexanperR. Do you estimate that this amount will be obligated ? 

Mr. Moyer. We think so. As Iam sure all of you here know, it is 
always working out the projects which is the most time consuming, 
and although obligations stand at only 41 percent, a sufficient amount 
of spadework had been done that we think we can obligate it and 
obligate it soundly so far as we know at this time. 
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Mr. Roonry. Doctor, you are going to be as busy as a one-armed 
paperhanger with the itch between now and the end of next month; 
are you not ? 

In three-fourths of the year you have obligated but $13,700,000 out 
of $33.7 million, and in the short remaining period of time you are 

oing to obligate $20 million ? 

Mr. Moyer. Of course, the simple process of obligation is not diffi- 
cult. It is the preliminary work that takes the time. The prelimi- 
nary work has been going on all this time. 

Mr. Rooney. Let us assume it takes time because you spent three- 
fourths of the year obligating $13.7 million, but in a month, or 
thereabouts, you are going to obligate $20 million. 

Mr. Samrru. Let us be fair to these individuals. I am the Director, 
and I tell them not to obligate it too quickly at times, and I tell them 
they have to study these things carefully. 

The obligation is a matter of a signature. There are a lot of things 
that go before this. 

Mr. Passman. Mr. Smith, is it not true, though, that these are con- 
tinuing projects and that many of them have been under study and the 
allocation of the funds is largely a matter of formality ? 

Mr. Moyer. It is partly that, but it is more than that, sir. 

Mr. Passman. On many of the projects that is correct ? 

Mr. Moyer. Many of them are continuing; that is correct. 

Mr. Passman. And then it is largely a question of allocating the 
funds? 

Mr. Moyer. It is a question of agreeing completely on all the detail 
and on all the items of equipment, and the technicians and the whole 
gamut. It is more than just signing a piece of paper. 

Mr. Passman. But, you have a lot of preliminaries which you have 
disposed of before you even get the bill through the Congress? 

Mr. Moyer. Certainly, the broad outlines have been worked out, 
but not in all cases all the details. 

Mr. Passman. Those continuing projects such as the exchange pro- 
gram are projects where the pattern is established ? 

Mr. Moyer. Yes, sir; the general pattern is established. 


CONTRACTS WITH EDUCATIONAL INSTITUTIONS 


Mr. PassmMan. We have heard many times this afternoon about the 
university of this State and that State. I wonder if you might tell 
us for the record at this point the total amount for the fise al year 1958 
program that is going to schools, colleges, and universities in America, 
paying them for training these people that we are bringing in? 

Mr. Moyer. I do not have that figure, sir, but we could certainly 
get it. 

Mr. Passman. I believe Mr. Murphy might have that information. 

(The following information was subsequently supplied.) 

ICA pays American universities, colleges, and schools at their established 
tuition rates for all foreign nationals brought to the continental United States 
for training at such institutions in their regularly established courses. In addi- 
tion, and by agreement with the land-grant colleges and a few others, ICA pays 
a special fixed charge of $5 per day for foreign nationals sent to those colleges 
for short periods (usually a few days) of training. 

During fiscal year 1958, about 1,700 foreign nationals will be sent by ICA 
to the universities, colleges, and schools for regularly established course work 
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and on their behalf ICA will pay to the institutions approximately $1,100,000 for 
tuition, fees, ete. In addition, ICA will pay to the land-grant colleges and a 
few others an additional $175,000 for the special services described above. Total 
payments will then be approximately $1,275,000. 

Mr. Moyer. Mr. Chairman, might I add this: A number of us are 
pretty enthusiastic about this type of project for a fairly simple 
reason. 

These countries are just beginning. They have to strengthen their 
training institutions to train their people so they can do the job. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. How much of this money is paid to schools and 
universities ¢ 

Mr. Morerty. I have a list here, but it is just a list of contracts. 
It does not have the money on it. 

Mr. PassmMan. That is information which heretofore you would 
have had available; would you not? Can you give it to us for fiscal 
1956 or 1957, or any year? 

Mr. Morpnuy. No, sir; I cannot. 

Mr. Passman. Percentagewise ? 

Mr. Morpny. I know it has run into many millions of dollars, but 
I do not know exactly. 

Mr. Passman. Would you say, percentagewise, 25 percent of the to- 
tal program ? 

Mr. Morrny. Oh, no, sir. 

Mr. Passman. What would be many millions? 

Mr. Moreny. I would say, maybe, $20 million. 

Mr. PassmMan. $20 million to be paid to our schools and universities ? 

Mr. Mourrnuy. Yes, sir. 

Mr. Gary. Does that mean our schools or schools in other countries? 

Mr. Murpny. These are United States universities. 

Mr. Passman. Schools and accredited universities and colleges in 
this country would be paid approximately $20 million. 

Mr. Gary. And that is for training technicians? 

Mr. Moyer. That is for the contracts under which these universities 
go out into the other countries and work with the universities in the 
countries in setting up schools of business administration, colleges of 
pharmacy or health units, and so forth. 

Mr. Taxser. Does the category of “Contract services” include this 
university contract operation ? 

Mr. Moyer. Yes, sir; it is included under the heading of “Contract 
Services.” 

Mr. Gary. What about the foreign universities ? 

Mr. Murrnuy. The foreign universities are the ones receiving the 
assistance. 

Now, we have one American university in Beirut that is located 
overseas with which we have a contract, and which does a lot of train- 
ing for us, for the countries in the Near East. They come in there not 
only from Lebanon where the university is located, but Iran and other 
countries in that area. 

Mr. Gary. But, the doctor referred to a University in Japan. 

Mr. Moyer. That is the one to be assisted. The university in Japan 
is to be assisted. 
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Mr. Gary. You enter into a contract with a university in this country 
to assist that university over there ? 

Mr. Moyer. That is exactly right. 

Mr. Passman. Will you please provide for the record at this point 
the name of the university, where it is, and whether or not it is an 
American university, school, or college, the amount of the contract for 
fiscal 1956 or fiscal 1957, and the amount to foreign universities, col- 
a and accredited schools, the amount that is actually paid into the 
schools and whether they be foreign or United States schools, and 
give the grand total of the two? 

Mr. Morruy. If by “foreign” you mean an American university 
overseas such as the American university at Beirut 

Mr. Passman. I should say anything outside the continental limits 
of the United States would be a foreign university. Have it in two 
categories—this country and the foreign countries, and the total. 

Mr. Mourpuy. Yes, sir. 


(The following information was subsequently supplied :) 





TECHNICAL COOPERATION THROUGH AMERICAN UNIVERSITIES 


Technical cooperation among nations is essentially the exchange of knowledge 
and skills. For newly developing nations, technical cooperation hastens economie 
and social progress. For more industrialized nations, technical cooperation pro- 
vides the means not only of assisting lesser developed nations to become stronger 
economic partners in the free world, but also establishes the framework for 
increasing cooperation extending far into the future of mutual] interest. 

In many countries in need of economic development, a promising approach 
lies in the improvement of schools, universities, and related institutions. ICA is 
now giving special emphasis to the improvement of foreign educational and other 
institutions by enlisting the resources and prestige of our American institutions 
of higher learning to strengthen the technical training programs in foreign uni- 
versities. In certain underdeveloped areas of the world academic training of 
local professionals is essential to the development of national economies and the 
promotion of free political institutions. In these areas the university contract 
program brings to bear American scientific advances in such fields as agricul- 
ture, public health, engineering, public administration and business management. 
Local scientific leadership is trained through direct experience with our concepts 
and techniques of teaching, research and extension services. The interuniversity 
relationships established through this means can contribute materially to the 
broad course of peaceful international relations as well as to the immediate 
goal of raising technical and economic standards in underdeveloped areas. 

Under an ICA-financed contract, the American university is requested to assume 
responsibility for assisting a foreign institution, usually for a 3-year period. 
The scope and duration of such a contract should encourage the two institutions 
to develop a mutual affiliation which may well extend into fields beyond those 
encompassed in the formal agreement, and continuing after governmental 
financing has ceased. Under this agreement, the American university will work 
with the overseas institution on such problems as curriculums and teaching meth- 
ods, research work, extension and demonstration programs, faculty development 
and extension of libraries, laboratories, and other facilities. The technical fields 
in which these contracts operate are those which are directly related to the 
country’s economic development programs. 

Under the contract program the American school agrees to send overseas a 
university team which will remain in residence at the foreign institution and to 
provide special consultants for brief periods. The primary function of such a 
team is to advise and assist the foreign institution in program planning and 
in methodology, rather than merely to teach courses. The foreign school agrees 
that a number of its regular staff members and graduate students who are 
prospective faculty members, will study at the American university. The foreign 
university, or the foreign government on its behalf, agrees to contribute a fair 
share of the cost of the undertaking and ICA guarantees the payment of other 
specified costs. 

Examples of interuniversity relationships in operation and some of the sig- 
nificant accomplishments under the programs follow: 
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UNIVERSITY OF MICHIGAN-UNIVERSITY OF THE PHILIPPINES 


In the fall of 1951, the University of the Philippines approached the USOM 
requesting United States assistance in creating an Institute of Public Administra- 
tion that would assist the Philippine Government in expanding its administra- 
tive leadership and provide a flow of trained administrators into the government. 
To undertake this project, the University of the Philippines and the United 
States Government sought the assistance and support of the University of 
Michigan’s Bureau of Public Administration. 

It was from this beginning that an interuniversity contract, the first in the 
Far East, was negotiated and executed in 1952. It established a professional 
and working relationship between two great universities in their respective 
countries. This contract and project operated for a period of 4 years during 
which the Philippine Institute of Public Administration was organized and 
established. A Filipino faculty and staff, now numbering 51 persons, were as- 
sembled and trained for their duties and responsibilities. The outstanding 
public administration reference and research library in the Far East containing 
some 30,000 items was established. A regular graduate and undergraduate edu- 
cational program was inaugurated which now has a student body of over 140, 
The institute provides services to the government in the form of consultation and 
particularly in the stimulation and advancement of in-service training. During 
this 4-year period, more than 3,000 Philippine Government officials have been 
subject to in-service training programs in public management, among which were 
200 higher level officials. In addition, the institute has been instrumental in 
training over 250 training officers such that at least two-thirds of the total per- 
sonnel in the Philippine Government now have available the services of an 
institute graduate to them. The institute has progressively acquired a regional 
reputation that now extends throughout the are of Asia. The institute today is 
self-supporting and receives its funds from the government as part of the regular 
budget of the University of the Philippines. 

ICA has pointed with pride to the institute as “unequaled in the Far East” 
and has said that it not only has become a national center for training of gov- 
ernment employees and others in sound and effective methods of public ad- 
ministration, but that it also is becoming widely used by other Asian countries 
as a regional training center for public servants. It is an excellent example 
of how newly independent countries with little experience in self-government 
ean receive from a great American university assistance to accelerate the de- 
velopment of sound public administration and administrative leadership. The 
extended influence and multiplying benefits derived from this project have been 
tremendous. 

Director Carlos Ramos of the institute in a recent speech concerning the work 
of the Institute, pointed out with pride the stature and competence of the insti- 
tute within the Philippines. He expressed the conviction of the important “role 
and contribution that institutes of public administration can make in nation 
building.” Similarly, Commissioner Dominador R. Aytona of the Philippine 
Budget Commission stated publicly, “I would like to give special mention to an 
instrument of significant value for public administration in the Philippines. I 
speak of the Institute of Public Administration * * * the high prestige which 
this institute now enjoys here and in all Asia and the accomplishments which it 
has achieved since its establishment is a distinct tribute to the public administra- 
tion technical assistance program which (through university contract relation- 
ships with the University of Michigan) made its establishment possible here in 
the Philippines.” 


UNIVERSITY OF SOUTHERN CALIFORNIA-UNIVERSITY OF TEHERAN 


Technical advice and assistance is supplied to the University of Teheran by 
the International Cooperation Administration by means of a contract, originally 
executed in 1954, with the University of Southern California. Purpose of the 
project was to strengthen the educational, research and consulting programs of 
the University of Teheran in the field of public administration. The current 
contract expires in September 1959. 

The first American faculty members of the institute, recruited by the USC 
School of Public Administration, arrived in Teheran in August 1954. During 
1954, a group of 14 Iranian scholars were selected and sent to the University 
of Southern California for graduate training to prepare them as professors of 
public administration at the Institute for Administrative Affairs. These original 
Americans and Iranians have been followed by others in subsequent years, in 
order to provide faculty which can offer the necessary courses. 
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Activities of the institute have included academic program of instruction in 
public administration, a program of research, preparation and publication of 
teaching materials, translation of materials into Persian, development of a 
library operated on American principles of library administration, and consul- 
tation to the Government of Iran. The academic program consists of a full- 
time graduate program, a part-time graduate program, and a part-time program 
of specialized training leading to certificates in accounting, budgeting, personnel 
administration, and organization and methods. In these activities the institute, 
with the aid of the American faculty members supplied by the USC, has sought 
to maintain educational practices and standards observed in American institu- 
tions, while adapting the content of courses to the special situation existing 
in Iran. 

In addition, the institute offers in-service training programs for present em- 
ployees of ministries and other public agencies. An example is the short-term 
management-training program for middle-level executives, offered last fall at 
the request of the Ministry of Industries and Mines. American and Iranian 
faculty members of the institute gave a 10-week course which included such 
practical subject as: the supervisor’s job, management and team work, how 
to train and give orders to subordinates, handling employee discipline problems, 
industrial safety, cost control, methods improvement, office and plant area lay- 
out. Twenty supervisors and managers from as many different business con- 
cerns attended the course. The institute more recently has been developing a 
training course for accountants. 

Iranian members of the institute’s faculty now outnumber the Americans 
about 2 to 1, a ratio which will increase as other Iranian professors complete 
their training in the United States, and return to the institute. One problem 
of the institute is the great demand among industrial firms and governmental 
agencies for the services of these trained men. Several have been placed in 
well-paid, responsible positions in government and business, although they may 
teach at the institute on a part-time basis. One of these men was elected to 
the Majlis (Parliament), another became Governor of the Development Bank, 
a third became Director of the Organization and Methods Division of the Plan 
Organization. 

Almost all full-time graduate students are employees of the Iranian Govern- 
ment who have been granted a year’s leave of absence with pay to participate 
in the institute’s program. Most of the part-time and certificate students are 
government employees as well, although they are not released from their work 
to attend classes. 

At the beginning of the current academic year (October 1957) enrollment at 
the institute was 466, including 22 full-time graduate students, 47 part-time 
graduate students, and 232 taking certificate courses. Over 700 persons had 
applied for admission to the business and accounting courses, but only 160 
could be accepted. 

American faculty at the institute now numbers 11 persons. 

The research, translation, and publication program of the institute has been 
developing a body of Persian-language literature in public administration for use 
not only in the classroom but also in the government and for private industry. 
The institute’s library has become Iran’s most important repository for ma- 
terials on all aspects of management, and is becoming an important resource for 
Iranian business and governmental executives. 


UNIVERSITY OF CALIFORNIA-UNIVERSITY OF INDONESIA 


This was a 3-year contract originally, beginning July 1, 1954, later extended 
for an additional 2 years through June 30, 1959. 

The primary aim of the contract is to assist in developing the medical faculty 
of the University of Indonesia as a center of medical education in Indonesia, by 
providing an average of 10 outstanding United States educators per year in 
various fields as well as needed equipment and teaching aids. The first class 
under the new system will graduate in June 1959. At the start of the con- 
tract, the maximum capacity of the medical school was about 70 students per 
class, with around 30 M. D.’s being graduated each year. Under the contract 
the maximum capacity has been raised to 150 students, and it is hoped that about 
130 may graduate in June 1959 under the new system. The new system includes 
a change in the curriculum and methods of teaching from the Dutch to the Anglo- 
American type of medical education. English textbooks have been provided and 
instruction is in English. 








134 


OKLAHOMA A, AND M,.-GOVERNMENT OF ETHIOPIA 


One of the early requests for a university contract sponsored by the United 
States came in 1951. This was from the Government of Ethiopia asking for 
assistance of Oklahoma Agricultural and Mechanical College in setting up an 
agricultural college in Ethiopia. The contract was signed May 16, 1952. 

Setting up an agricultural college, however, is a long-range project and Okla- 
homa A. and M. immediately gave attention to developing an agricultural tech- 
nical school, as well as agricultural extension services and agricultural research 
and experiments. 

The agricultural technical school at Jimma, now in its fifth year, has become 
a going concern. Original enrollment of 80 students has increased to 210, with 
expanded classroom and laboratories, a teaching program with 4 years of high 
school and 2 years of college and a comprehensive research program in live- 
stock, crops, coffee growing, poultry, horticulture, and other subjects. Although 
the emphasis is on agricultural training and research, students also study chem- 
istry, botany, biology, mathematics, and other sciences; history and geography— 
and the English language. 

Especially important has been the introduction of a new concept—that the 
educated man can work with his hands, that there is dignity in labor. Ethiopian 
boys at the agricultural technical school accepted the idea from the beginning. 
With their own labor they made repairs to buildings, cleared the overgrown 
campus, did landscaping, developed a vegetable garden, maintained fences, took 
part in the care of livestock, repaired and maintained equipment. 

Emperor Haile Selassie of Ethiopia has taken a great interest in the work 
done by Oklahoma A. and M. and when he visited the United States in June 


1954, he made it a point to visit the Oklahoma A. and M. campus at Stillwater, 
Okla., to express his appreciation. 


UNIVERSITY OF CHICAGO-CATHOLIC UNIVERSITY OF CHILE 


The Government of Chile and the Catholic University of Chile requested the 
cooperation of ICA in a program to strengthen Catholic University’s facilities in 
the field of economics. The University of Chicago agreed to cooperate in this 
project. Faculty members from Chicago visited Chile and jointly with Catholic 
University worked out a program that met with the approval of the Government 
of Chile, the ICA Mission and the Embassy. Essentially the program provided 
for the development at Catholic University of a research center which would 
undertake a program of research and publication concerned with the critical 
economic problems of Chile and train young economists through applied research 
at home and through special work at Chicago. 

In the year and a half this program has been in operation, popular articles 
have received wide dissemination among Chilean economic and political leaders 
on such current problems as the cost of living index, on monoply, on government 
inflation as a tax. Research has been undertaken on such varied subjects as 
“Some Factors Affecting the Rate of Return on Investments in Egg Production 
in Chile,’”’ consumers’ expenditures, capital goods imports, residential constrne- 
tion, economic growth of Chile. These studies are beginning to question the 
effectiveness of various types of traditional economic controls in Chile. 

The cooperative effort has also lead to modification in the program in business 
administration at Catholic University, to the establishment of a program in 
agricultural economics in the school of agriculture and to the development of 
one of the best economics libraries in Chile. 

Perhaps even more important from a long-range point of view are some of the 
less tangible results of the cooperative program. Catholic University has ac- 
cepted the idea of using full-time professors as the core of the research and teach- 
ing program. A start has been made toward establishment of a tradition of 
objective research. A new pattern has been started in which it is recognized 
that the individual professor and not the university is responsible for the pro- 
fessor’s writings. These ideas are part of the process of fighting for men’s 
minds. They are basic concepts in building an educational institution which can 
train Chileans in objective research and can establish the principle of objective 
analysis of Chile’s economic policies and needs. 

The program has been warmly endorsed by the rector of the university who 
is also the Archbishop of Concepcion and other leading Chileans who recognize 


the need for sound training and research as one means of attack on Chile’s 
critical economic problems. 
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International Cooperation Administration university contracts 
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{In thousands of dollars] 



























' Siicsccscatinanmniaionem woitniniansneenibieaneininiioeds Silanes ms 
j Amount 
’ of contract | Expendi- 
' Name and location of United States | Name and location of host government or | obligation | tures as of 
college or university institution as of June 30, 
' June 30, 1957 
} 1957 
: | 
1, University of Arizona, Tucson, | Abu Ghraid Agricultural College, Iraq__-.- $675 $378 
Ariz. 
2. Bradley University, Peoria, I_.| Government of Iraq__-- : . . 600 270 
3. University of Buffalo, Buffalo, | National University of Asuncion, Para- 244 34 
N. Y. guay. | 
4, University of California, Berk- | Departmento Tecnico Inter-Americano de 150 } 104 
‘ eley, Calif. | _ Cooperacion Agricola, Chile. 
' 5. University of California, Berk- | University of Indonesia, Indonesia a 1, 329 638 
; eley, Calif. 
6. University of California, Berk- | University of Bologna, Italy. \ | 180 138 
eley, Calif. } 
7. University of California. Berk- | National Taiwan University, Republic of 425 | 223 
eley. Calif. | China. } 
8. University of California, Berk- | National Commission for Industrial Pro- 135 | 19 
eley, Calif. | duetivity, Spain. 
9. University of Chicago, Chicago, | Catholic University of Chile, Chile oe 375 87 
10. Colorado State University, | Peshawar University, Pakistan._........-| 719 147 
i Boulder, Colo. } j 
j 11, Columbia University Teachers | Teachers Training College at Kabul 1, 183 | 598 
College, New York, N. Y. Afghanistan. j 
12. Cornell University, Ithaca, | College of Forestry, University of Philip- | OP tied 
Pe & | pines. 
13. Cornell University, Ithaca, | College of Agriculture, University of 950 | 576 
RF Philippines. 
14, Isaac Delgado Central Trades | Ecole de Arts et Metiers of Beirut, Leba- | 390 229 
School, New Orleans, La. non. 
15, Isaac Delgado Central Trades | Kampala Technical Institute, Uganda--__| 205 | 37 
School, New Orleans, La | ° 
16. University of Florida, Gaines- | Ministry of -Agriculture and Industries, 160 | 95 
ville, Fla. Costa Rica. } 
17. University of Florida, Gaines- | Ministry of Agriculture, Cuba. _.......-- ORK 
ville, Fla, | 
18, University of Florida, Gaines- | Servicio Cooperation Inter-Americano de | 200 | 109 
ville, Fla, iducation, Nicaragua. | | 
19. Georgetown University, Wash- | University of Ankara and Gazi Institute, | 310 207 
ington, D. C. Turkey. | 
2. Harvard University, Cambridge,| Governments of Latin American countries - | 75 | 28 
Mass. 
21. University of Idaho, Moscow, | Universities of Quito and Guayaquil, | 420 | 287 
Idaho. Ecuador. i | 
22. University of Illinois, Urbana, | Allahabad Agricultural Institute, India 765 | 206 
Il. | i 
23. University of Illinois, Urbana, | Indian Institute of Technology of K harag- 700 | 216 
Ill. | pur, India. 
24, University of Indiana, Bloom- | Khyber Medical College of Peshawar | 512 | 
ington, (nd. | University, Pakistan. } 
25. University of Indiana, Bloom- | Government of Pakistan 50 33 
ington, Ind | 
26. University of Indiana, Bloom- | Thammasat University, Thailand 880 | 239 
ington, Ind. 
27. University of Indiana, Bloom- | College of Education, Thailand | 630 | 421 
ington, Ind | | | 
28. Kansas State College, Man- | Ministry of Food and Agriculture, India__| 1, 332 | 137 
battan, Kans. | 
29. University of Kentucky, Lex- | University of Indonesia, Indonesia 2 394 | 172 
ington, Ky. 
30. University of Maryland, College | Governments of British Guiana, Jamaica | 900 | 453 
Park, Md. and Surinam, | i 
31. University of Michigan, Ann E] Olivar School, Mexico City, Mexico- -_| 143 73 
' Arbor, Mich. | | 
’ 32. University of Michigan, Ann | Waseda University, Japan | 175 | 96 
| Arbor, Mich 
33, Michigan State University, East | Polytechnic School of University, Séo 625 299 
Lansing, Mich Paulo, Brazil. | 
34. Michigan State University, | National University, Colombia - _- 835 444 
East Lansing, Mich 
35. Michigan State University, | National Institute of Administration, | 3, 240 1, 106 
East Lansing, Mich. Vietnam. 
36. University of Minnesota, Min- | National University, Seoul, Korea---..--~--| 2, 985 1,116 
neapolis, Minn 
37. University of Missouri, Colum- | Ministry of Food and Agriculture, India_- ee ee 





bia, Mo \ ' 
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International Cooperation Administration university contracts—Continued 


[In thousands of dollars] 














Amount 
of contract | Expendi- 
Name and location of United States | Name and location of host government or | obligation | tures as of 
college or university institution as of June 30, 
June 30, 1957 
} 1957 
_ — be - — —— a a ae —_—- — 
38. University of Nebraska, Lin- | Ataturk University, Turkey---.--...-.--. 723 $448 
coln, Nebr. 
39. University of New Hampshire, | University of San Marcos, Peru___.._---- 116 50 
Durham, N. H. | 
40. New Mexico College of Agri- | University of Sind, Pakistan------_- ag 416 268 | 
culture and Engineering, State | ! 
College, N. Mex. | 
41. New York University, New | Hebrew University and Technion, Israel__| 1 4.5 cade. 
York, N. Y. | 
42. New York University, New | University of Ankara, Turkey _-------- 768 486, ; 
York, N. Y. 
43. State University of New York, | Government of Israel_.............---- 1, 263 797 


Albany, N. Y. } 

National School of Engineering, Peru... 184 107 
| 
} 


44. University of North Carolina, 
Chapel Hill, N. C. 
45. State College of University of | Servicio Cooperation Inter-Americano de | 526 377 


North Carolina, Raleigh, N. Production de Alimentos, Peru. | 
C 


to 
“I 
<I RT.—eere 





he | 
46. State College of University of | National School of Engineering, Peru_---- | 
North Carolina, Raleigh, N.C. 
47. Northwestern University, Chi- | National universities of France_........._-| 125 59 
cago, Ill. | 
48. Ohio State University, Colum- | Punjab College, India._....__.___________- 846 282 
bus, Ohio. ' 
49. — — University Colum- | Ministry of Education, India. --_.._-. cae 323 57 ' 
us, Ohio. | ' 
50. Ohio State University, Colum- | Technical Institute at Wilburforce, Sierra 68 ‘ 
bus, Ohio. Leone. 
51. Oklahoma State University, | Government of Ethiopia_._____- 4, 007 3, 206 
Stillwater, Okla. | } : 
52. University of Oregon, Eugene, Ministry of Education, Nepal__..____- | 459 226 : 
Oreg. | 
53. Oregon State College, Corvallis, Kasetsart University, Thailand-_......__- | 785 266 
Oreg. | | i} 
54. George Peabody College for | Ministry of Education, Korea............-| 176 33 ' 
Teachers, Nashville, Tenn. | 
55. University of Pennsylvania, | Palo Alto Laboratories of Ministry Agri- | 18 | 6 
Philadelphia, Pa. | culture, Mexico. 
56. University of Pennsylvania, | Karachi University, Pakistan__........-- 1,100 457 
Philadelphia, Pa. ' 
57. Pennsylvania State University, | Taiwan Teachers College, Republic of | 300 | 113 ' 
State College, Pa. | China. | 
58. Purdue University, Lafayette, | Rural University of Viscosa, Brazil -- -.-.-- 219 127 
Ind. | 
59. Purdue University, Lafayette, | Taiwan College of Engineering, Republic 668 338 
Ind. | _ of China. | | 
60. Prairie View Agricultural and | Booker Washington Institute, Liberia__. 885 451 
Mechanical College, Prairie | 
View, Tex. | | 
61. Rensselaer Polytechnic Insti- | Roorkee University, India---.--- ; a 383 68 ' 
tute, Troy, N. Y. | | ' 
62. Rutgers University, New Bruns-| Royal Technical College of East Africa, | 7 ‘ ' 
wick, N. J. | Kenya. : 
63. University of Southern Cali- | University of Tehran, Iran_- rooes 821 616 ' 
fornia, Los Angeles, Calif. | } ' 
64. Spring Garden Institute, Phila- | Ministry of Education, Turkey-..--.--.--| 326 233 j 
delphia, Pa. ; 


65. Leland Stanford, Jr., Univer- | Department of Education, Philippines---_| 397 50 
sity, Stanford, Calif. | 











66. Syracuse University, Syracuse, | Fine Arts Administration, Ministry of 115 64 
N. Y. Education, Iran 
67. Syracuse University, Syracuse, | Iraq Development Commission. -. 4 25 11 
N.Y. 
68. Syracuse University, Syracuse, | Government of Libya. Faisal OE Er satiene : 
as i 
69. University of Tampa, Tampa, | Ministry of Education, Cuba-..----- . 300 112 : 
Fla. ' 
70, University of Tennessee, Knox- | University of San Andres, Bolivia......... 421 130 ’ 
ville, Tenn. : : ; ; f 
71. University of Tennessee, Knox- | Ministry of Food and Agriculture, India_- 595 60 : 
ville, Tenn. : f : z 
72. University of Tennessee, Knox- | Ministry of Education, India....-....-..-. 725 208 i 
ville, Tenn. i 


: 





ES ee REE 
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International Cooperation Administration university contracts—Continued 
[In thousands of dollars] 








Amount 
‘ i : . : of contract | Expendi- 
Name and location of United States | Name and location of host government or | obligation | tures as of 

















college or university institution as of June 30, 
June 30, 1957 
1957 
73. University of Tennessee, Knox- | Republic of Panama._.._......._.._____.- $224 $46 
ville, Tenn. 
74, University of Texas, Austin, | Chulalongkorn University, Thailand_..._. 290 165 
Tex. 
75. Texas Agricultural and Mechan- | University of Ceylon, Ceylon............- 74 2 
ical College, College Station, 
Tex. 
76. Texas Agricultural and Mechan- | University of Dacca, Pakistan........_._- 1, 126 682 
ical College, College Station | 
Tex. | 
77. Tulane — ns New Or- | National University, Colombia..........- 123 45 
leans, La. 
78. Tuskegee Institute, Tuskegee, | Teacher Training Colleges at Medan, and | 450 367 
Ala. Semarang, Indonesia. | 
79, Utah State College, Logan, | Rural Development Board, Iran......... 883 690 
Utah, i 
80. State College of Washington, | Punjab University, Pakistan_............. 1, 698 991 
Pullman, Wash. 
81. Wayne State University, De- | Technical Institute at Bangkok, Thailand_ ie ti. 
troit, Mich. 
82. University of Wisconsin, Madi- | Governments of various Near East 120 68 
son, Wis. countries. 
83. University of Wisconsin, Madi- | Bengal Engineering College and Indian 1, 038 | 979 
son, Wis. Institute of Science, India. 
84. University of Wyoming, Lara- | Government of Afghanistan__...........-- 1, 364 1,027 
mie, Wyo. 
Te Er seede a Ae aa ites e dcsntnsdetnnn ni aianncct niet ete al 50, 522 | 24, 290 
tions. | 
i 





International Cooperation Administration university contracts 


{In thousands of dollars] 


: | Amount of | Expenditures 
Name and location of foreign university or institution ; contract obli- | as of 
| gation as of | June 30, 1957 
| June 30, 1957 | 


1. American University of Beirut, Beirut, Lebanon__.................-..-.--| $4, 253 | $2, 527 
2. University of Hawaii, Honolulu, T. H ; ae doe canbe 46 22 
3. Commonwealth of Puerto Rico (University of Puerto Rico) -............__| 1, 591 Sil 

SOG RIC Ge oan din ec ck Maken seen cescetened 5, 890 | 3, 360 
Tetel United States Institutions... ons eee eben ten a : 50, 522 24, 290 
Total “‘foreign’’ institutions- -—_-._- sibs a inen i etliessatibeiat a ia ie ee Sie 5, 890 | 3, 360 


CIEE WOE so cigs cbs Hittin sin. nnectaniitia mada 56, 412 | 27, 650 








138 


AMERICAN UNIVERSITY AT BEIRUT 


Mr. Roonry. With reference to the American University at Beirut, 
what is there if anything in this budget in connection with the 
American University there? 

Mr. Morpny. I can look it up, Mr. Rooney. 

Mr. Rooney. Is there any direct assistance to it ? 

Mr. Murruy. No; not direct assistance in the sense other than it 
is a contract under which they train people. 

Mr. Rooney. Is that the same contract that we have had for a 
number of years past ? 

Mr. Mourpuy. Yes, sir. 

Mr. Rooney. Is there anything new by way of assistance to the 
American University in Beirut in this budget ? 

Mr. Moureny. Not that I know of, sir, but I want to check it again, 

Mr. Roonry. The reason J asked this question is that I had some 
folks come to see me about 2 months ago who said they had a cer- 
tain situation at the American University in Beirut and thought 
they might get some assistance through ICA. They pointed out the 
importance of that university—its medical school and all its ramifi- 
cations—in that particular area. 


LEGISLATIVE PROVISION REGARDING UNIVERSITY ATD 


Mr. Smirn. Mr. Chairman, I believe—now, I may be wrong— 
there may be some misunderstanding of the legislation that has been 
already passed, but there is a provision, in the legislation which pro- 
vides that $10 million could be used for this kind of thing. 

I believe that is still in the request, and it is out of those funds 
which we would like very much to have made available that grant 
aid which would be given to American-sponsored universities over- 
seas, including the University of Beirut. 

Mr. Roonry. I though the amount they themselves wanted was 
$10 million. 

Mr. Smiru. I may say that it is not unusual that the amount that 
people ask is in excess of what they get many times. 

Mr. Rooney. In other words, that is the asking price? 

Mr. Smirn. Yes, sir. 

Mr. Passman. I have been there, and I think that is the one shin- 
ing light, and the beacon on that part of the world—the Universit 
of Beirut. You are training those people in our ways. They speak 
English, and when you get near Beirut, these people can speak bet- 
ter English than some of us over here. 

I think you have students there from 36 nations around the world. 

Mr. Smirn. Yes, sir. 

Mr. Passman. If we are really going into this and want to help 

eople, I do not know of anything that would be of more effective 
chs than helping the University of Beirut. I hope we can discuss 
that situation in more detail later. 

Mr. Smrrn. I would like to very much, because there is another 
aspect of this: They train all these people for us, and we pay the 
tuition, but we are imposing quite a heavy load upon them, and they 
are going to have to improve their physical plant. I think this is as 
great an influencing factor as we have in the Middle East area, and I 





| 
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hope we will go after this very strongly to keep that $10 million in 


the program. 

Mr. oonryY. Is that $10 million to be obligated or expended by 
June 30? 

Mr. Murruy. The provision that Mr. Smith is speaking of is sec- 
tion 400-C, and it is not a specific authorization for appropriation. 

It is an authority to use up to $10 million of money provided else- 
where in the bill. 

Mr. Roonry. This, Mr. Murphy, is in the proposed legislation that 
is now being considered by the House Foreign Affairs Committee? 

Mr. Murrnry. It isin existing legislation, sir. 

Mr. Passman. You have got to find the money elsewhere ? 

Mr. Rooney. Is there money in this budget to implement that au- 
thorization ¢ 

Mr. Murrny. No, sir; not specifically programed. If we were to 
do that, we would have to fie money from other funds, perhaps 
the contingency fund. 

Mr. Somiru. I have been out there myself, and I agree with every- 
thing that the chairman said. I think this institution is a wonderful 
influence in the area. 

Mr. PassMAn. We all recognize the importance of the University 
of Beirut, and the great service it has performed. Why would we 
scatter funds throughout many other nations of the world and not 

rovide something specific for these people? Why have they been 
eft out of the program ? 

Mr. Murrny. They have been left out of the program this year, 
Mr. Passman, because there is a provision in our appropriation act 
that says none of the funds appropriated can be used to carry out this 
provision of section 400-C. 

Mr. PassmMAN. With all of the compliments paid to this university, 
one should think it would be most worthy. Are these other projects 
more worthy of getting this money than the University of Beirut? 

Mr. Murrny. No, sir; we hope very much that we can persuade the 
Congress this year to allow us to utilize section 400-C in fiscal year 
1959. 

Mr. Passman. Let us talk about money you could draw out of other 
programs for the University of Beirut if you should decide to do it. 

Mr. Murrny. This fiscal year ? 

Mr. Passman. Unexpended funds for fiscal 1958. 

Mr. Murrny. No, sir; we cannot do it this year. We do not have 
the legislative authority. 

Mr. Passman. I thought you said you had the legislation. 

Mr. Murreny. We have the authority in the authorization act, but 
there is a provision in the appropriation act that prevents our use of 
these funds. 

OBLIGATIONS BY COUNTRY 


Mr. Taner. Mr. Chairman, I would like to have the figures on the 
detail of their obligations by country down to the 31st of March. 

Mr. Murruy. Taking them in the order in which they appear: 

Cambodia, $837,000; Indonesia, $3,632,000; Japan, $1,443,000; 
Korea, $1,078,000; Laos, $676,000; the Philippines, $1,940,000: 
Taiwan, $2,276,000; Thailand, $1,358,000; Vietnam, $378,000; and 
regional, $179,000. The grand total being $13,798,000. 
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Mr. Denron. In that connection, would you put in the record the 
amount of money that the host countries have spent on this. program, 
how much Public Law 480 money you are spending, and how much 
counterpart or other funds you are spending on the program? 

Mr. Mourruy. Yes, sir. 

Mr. Moyer. Counterpart is simple and Public Law 480 is simple, 
but to get an accurate and complete statement of host country expend- 
itures, it would probably take a longer time. We have it for some 
countries, but not for all of them. 

In the Philippines, we have a good record. They actually have been 
contributing 2 or 3 times as much in these projects as we have. 

Mr. Denton. I think that is very important. 
(The information supplied may be found on p. 113.) 





NEW PROJECTS IN FAR EAST 
















Mr. Arexanper. What new projects were started in the Far East 
that were not given in last year’s budget presentation ? 

Mr. Moyer. I am sorry, but I cannot answer that, sir, without con- 
sulting the records. 

Mr. Atexanper. Are there any new ones? 

Mr. Moyer. I imagine there are some, but I do not know. 

Mr. Atexanver. Could you put it in the record ? 

Mr. Moyer. We can put it in the record. 

(The information requested may be found in the appendix on p. 
1505. ) 





PROGRAM IN KOREA 




























Mr. Auexanper. That is all I have, Mr. Chairman. 

Mr. Passman. I think when you made your case, Doctor, a good part 
of your statement was made about the projects in Korea. 

Yet, we see here the allocation of $5,600,000, and through March 31 
you had obligated only $1,078,000, which is 20 percent of the total 
allocated for Korea. 

I wonder if your pleading would not fall upon deaf ears unless 
there is some explanation as to why you obligated such a small amount ? 

Mr. Moyer. Mr. Chairman, the two are related. One reason for the 
slow obligation is the fact that we had to spend the time that I 
referred to in rethinking and agreeing with the Koreans on the 
program. 

Mr. Passman. You had trouble getting them to agree with the 
program ? 

Mr. Moyer. We had trouble agreeing on what the program should 
be under the smaller amount of funds. 

Mr. Passman. If you had received all the money you requested, you 
would also have had that trouble ? 

Mr. Moyer. I do not think so, sir. 

Mr. Passman. You have obligated only 20 percent. 

Mr. Moyer. There would have been some delay, but the low obliga- 
tion certainly is related in part to the fact that we had to spend so 
much time in trying to rethink and agree on projects. 

Mr. Passman. In reaching an agreement with their country and our 
country ¢ 
Mr. Moyer. Yes, sir. 
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Mr. Denton. Do you have any agreements already made before you 
ask us for the money ? 


Mr. Moyer. No, sir. 

Mr. Denton. How do you know what to ask for if you do not 
have an agreement on how you are going to use the money ? 

Mr. Moyer. Well, by “agreement” we mean an understanding on 
which we are obligated to fulfill a commitment, and we did not have 


an agreement in that sense, but we do discuss with them the general 
program. 


Prosects in Latin America IN 1958 Waich Were PREMATURELY 
TERMINATED, PostrronEeD, oR Repucep ror Lack or Funps 


Mr. Passman. We shall hear the gentleman who is covering Latin 
Americ: 

Mr. Smiru. Mr. Chairman, Mr. Atwood will cover that part of the 
presentation. 


Mr. Passman. Mr. Atwood, you have been before our committee 
previously ? 


Mr. Arwoop. Yes, sir. 


OBLIGATIONS, EMPLOYEES, AND TOTAL FUNDS AVAILABLE 


Mr. Taser. I wonder, Mr. Chairman, in order to save time, if we 
could not request that that data with reference to the number of 
employees and the obligations be placed into the record. 

Mr. PassMAn. Without objection, we shall handle this on that basis. 

Mr. Denton. In the same connection, I would like to have the 
amount of money which the host country pays out of counterpart 
funds. 

Mr. Passman. Without objection, it will be inserted. 

(The information requested follows :) 


Technical cooperation obligations, Mar. 31, 1958 


LATIN AMERICA 


weeeeig sik. See Pe FEES LR OE ES Oe ook $1, 744, 808. 00 
ET a sn taidiete bibdate dite Bl ee. de hee 1, 977, 961. 69 
NN iain acteh esutreniovea Shin aod ccee untiaceh maa onc nilebicapas es cat edt aaa et SRE RAAT Ee 1, 567, 500. 00 
Colombia____.._____ pipers in cocniecirap beast Se Mid a aialctad abi needing token aiadl 933, 027. 89 
INE ICU kas ncno cence eink ce ncaa tins eka ches shes aeateameniaseneailets tates ac eal sie 716, 642. 00 
RUNG cide kn Ree eee Ao Ae i ai ae een otidaamein casa ite 302, 500. 00 
Dominican Republic___._.______________ sine SEES Dae hha fe eas * 110, 961. 14 
IN ss nstsinttddaanichieenlmabhctastewwaaaata -ilidplalit elateshahsiotonel habe. tide nialiiik 822, 800. 00 
Ba, CN RI isco snes oxayen stiareinhees <igpiniia ines idiadicatamnate data abit in adcmaeaadeciel 702, 200. 00 
NNN ca So aoe Serta sk aie tine nc calcein te ilceg aos etabtontee mate casil 1, 565, 700. 00 
SEB ces facia ses abn Seeds eka ma els tacge tt tevcee 2s ce one nena inapah tenia apical aac 1596, 449. 49 
NN i ae a ect aero emo Lil ales balsa nose ella an att tee 475, 525. 00 
NN ian were canna ererstsindeganidabisiae iD A a Se 341, 535. 00 
I sien <ciescatiinictatiptailndotcitedintaeniin, mbtaas akg eitaiTian tacaibb ite behead 522, 092. 00 
BI nn snn proven jn ict alin cepa xs cad hip deacon cacao pale iaeaaiaidieiaaiae eins tli aad 910, 900. 00 
BE iss cieg cn ms <dvasinoreiiecian ts cnneesan Ain a ce atelier rte Dil aa ange eee a 879, 100. 00 
ic ccmsces bisa clade le ba oe eciabegeiadle settee carne mane eee eer ceceeated 1, 753, 5°. 00 
PROS. tlie dui eo ae ee a eh = * 77, 019, 50 
WN nisi cnc shite ccs Seb ech badlben gee Gen ok oly ag hed Aedes tink late 112, 000. 00 
Oa ca darncn sh ccs eiecinshn aciabdupimabdjup ea shalgangiaa uae igedieeninati ciel ie re 544, 206. 18 
MU Nha cea Lacs cacecec sh Aina sacs scp tsb cil etna Uae ie ta 499, 762. 43 
EE a atttasc cinta sisson aiklamha iia rite ieigthntelih se tip cg ld eatin Oihck ced emnalRck 17, 156, 223. 32 


1 Represents figures as of February 1958. 
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ICA personnel paid from program funds (technical cooperation only) 


Area and country 


| Sept. 30, 1957 | Mar. 31, 1958 





Latin America: 

I a ee atin Aca obdeetiioneiet a 
ED- shbbdadideti hia dusidallic deus caddbo wide aee ee 4. 73 | 81 
iin an eel dames wil 82 M4 
iS oe in ge di Us ae adele alee bigeies Guan ins toate wha Naeeins ke 30 31 
Colombia__...- aisiaiiekads ins : 33 30 
SSO — s 26 26 
SEEMS. 3 eck 5 ncnabnb dsb scndheesesebeekbas ae 12 | ll 
I RUIN cin a dmtines ne qetininitinda ime mbbipas eects 10 “ 
RE on aos serw dicsaeninn ined giadaibee teeth mwah neat a 43 | 44 
El Salvador- - ---- cteenaponaa ie ; clic laa 34 29 
GO aiinin sam nandonba disci Adeeb astiekeetbakeash banded “4 53 
Haiti_- ee anitlallsaniiichoneet toes arent ad wcone lt eeciatiates ‘ : 29 27 
SE eee ea a drktiencis 5a tdakiooals 32 | 34 
aes wining ca aewina data aed ciitialespieieh weeds 8 | 4 
Nicaragua._...........- taal Ababa 1nd ti dA aden Jeostee. | 24 | 22 
a ; wins ichipieiacnete siwtet livia adits ated ae 39 | 41 
diana aateiowte ken cnn as onaiceknistnakegenntwaasing asan gical 39 | 38 
ate orc 5. eb Ki abies a doh Sse Baek GR. basal 51 | 49 
Uruguay.-..--- CREE NE ELT DS IA EIR wad cumdbaws earl 1 ons 
Venezuela.__...._._- ‘ ins hatddwnattiiedeanina decane acaba 6 | 6 
ENON is incais cian sudbeias 4455 eda ra Abe phi nice nademeetian 24 | 21 
Regional. .-_.....-- 2 9 | s 

eee Seng Sain oh a a si 664 | 648 





PROJECTS TERMINATED PREMATURELY 


Mr, Passman. It has been mentioned that there has been an indict- 
ment of the Committee’s action in making this reduction last year. As 
we are concluding with your region, Mr. Atwood, perhaps we should 
restate it. I quote from the statement by Mr. Smith: 

Nevertheless, it was inevitably a substantial setback to the program. The 
program has been in a stage of improvement and gradual orderly expansion. 
It had general approval of Congress and the people. Now, this progress has 
been delayed. Projects have been terminated prematurely, others were post- 
poned, underfunded, and understaffed; participants and technicians had to be 
dropped from our plans; and good, new projects requested by cooperating 
countries and previously considered favorably had to be rejected. 

In your area, can you name specifically projects that have been 
terminated prematurely as a result of reduction in the Technical Co- 
operation Appropriation last year ? 

Mr. Atrwoop. Yes, sir; I can, Mr. Chairman. I would also like to 
state, however, that the term “project” is misunderstood by some 
people. In other words, a project in the terms of our technical coop- 
eration program has within it anywhere from 15 to 50 separate activi- 
ties which are carried on in connection with that project. I have 
data here if the committee would like to see it on that, but that situa- 
tion exists. and has existed for the whole time since 1942 when this 
program was started in Latin America. 

Mr. Passman. This is a continuation. Each year you receive less 
funds than the program originally requests, and you allocate them 
according to the amount that is allowed ? 

Mr. Atwoop. Each year we have received additional funds, I think, 
over the long period, except this last cut, which was referred to. 

Mr. Passman. In this case, just what projects have been termi- 
nated prematurely because of lack of funds ! 
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Mr. Arwoop. I can name the projects, and then I want to state that 
eh the project there are a great many activities which I cannot 
list toda 

Theee is a project that was prematurely reduced; that is, actually 
killing a project for lack of funtls 

Mr. Passman. What is the name of it? 

Mr. Atrwoop. The University of Chicago contract with the Univer- 
sity of Chile—the Catholic University at Chile—and that means we 
had to cut $100,000 from the program which was presented to Congress 
last year in order to carry on this contract with the University of 
Chicago and the Catholic University in Chile. 

Mr. PassMAN. a did not discontinue the propel but you merely 
lessened the activit yt 

Mr. Atrwoop. We cut that, but the result of that has been that the 
University of Chicago has now had to reduce their program and they 
cannot operate unless you can let them know 1 or 2 years ahead whether 
they would be able to carry on. 

Mr. PassmMan. We may not be able to let them know 1 or 2 years 
ahead of time, but we shall discuss that later. 

With this university we had a continuing contract, but you merely 
reduced the number of students and the services performed ? 

Mr. Arwoop. We cut the service, so that the project will come to 
a close prematurely. 


I consider that cutting a project prematurely. 


PROJECTS POSTPONED 


Mr. PassMan. Name some projects that were postponed. 

Mr. Atwoop. We had an Army training program for $100,000 in 
Guatemala which had to be cut out entirely. 

Mr. Passman. Why did you have to cut it out entirely? Funds for 
Guatemala were not reduced substantially ? 

Mr. Atwoop. This is the one we had to cut out. 

Mr. Passman. Why could you not reduce some of the others rather 
than completely eliminate one? 

Mr. Atrwoop. Well, we did. We have reduced a great many proj- 
ects. I can give you the figures if you want them country by country. 

Mr. Passman. You requested $2,580,000 and you received $2,250, 000. 

Mr. Atrwoop. Yes, sir. 


Mr. Passman. All right; that is $100,000 for the training of troops 
in Guatemala. 

Mr. Arwoop. There is another advisory air service program of about 
$40,000 which has been postponed. 

Mr. Passman. Where is that ? 

Mr. Arwoop. In Guatemala. 

Mr. Passman. What project is that? 

Mr. Arwoop. The air advisory service. That is where we reim- 
burse the CAA. 

Mr. Passman. Is that a new project? 

Mr. Arwoop. It would be a new project. 

Mr. Passman. Did you request funds for it originally ? 

Mr. Arwoop. We did. 

Mr. Passman. Do you have any projects going on in your area in 
which you did not request funds previously ? 

25164—58—_—10 
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Mr. Arwoop. No, sir; we do not; not in Technical Cooperation. 
We had a program in civil police training in Peru which was cut, and 
cut prematurely, and we also had one where we had to cut the Uni- 
versity of North Carolina agricultural contract. In other words, it 
precluded the extension of that contract. 

Mr. Wiccteswortu. Where? 

Mr. Atwoop. In Peru. 

Mr. Passman. In Peru you asked for $2,910,000, and we allowed 
you $2,750,000. Percentagewise, that is a very small reduction. 

Mr. Arwoop. A very smali reduction in 25 or 26 programs results 
in a reduction of $4 million which is about what the reduction was in 
Latin America. 

Mr. Passman. That is just about the same proportion we reduced 
the President’s request on appropriations here in America. So, this 
is running rather true to form all the way through. 


REDUCTIONS IN PLANNED STAFFING 


Where were you understaffed, and where did participants and tech- 
nicians have to be dropped from the program, and how many tech- 
nicians did you transfer or drop or separate ? 

Mr. Atrwoop. We have reduced from 665 last year, September 30, 
1957, to 648 in March 1958. 

Mr. Passman. You have 17 less employees? 

Percentagewise, going from 665 to 648, is not very much; is it? 

Mr. Arwoop. We are trying not to reduce them. We have 27,000 
local people working in this program, too, and there is only a small 
number of Americans. We are using local people in Latin America. 
The program has been going long enough so that we have trained 
people in those countries whom we are substituting for Americans. 
It is our policy to substitute them as fast as possible. 


PROCEDURES FOR REDUCING PROGRAM 


We have substituted some of them before. It might be best to 
substitute, but we did that because our program with which we came 
to Congress last year, $35 million for Latin America, was worked 
out in detail. The contribution of $40 million by Latin America in 
cash was worked out project by project and program by program and 
activity by activity, personnel by personnel. That was a program 
worked out with those countries—no commitment made but a program 
worked out—which included every little detail, even down to the sup- 
plies and equipment which were going to be used. 

When this program was cut and I was advised that I would op- 
erate on $30.8 million of new funds and $500,000 of reappropriated 
funds, that makes $31.3 million, when I had to cut from 35 to 31.3 
million we had to go through the whole process again from Septem- 
ber until December. 

The other countries are putting up $40 million in cash. When 
it finally came out it ended up $37.4 million of cash from them and 
a reduction from $35 million to $31 million for us. That means they 
have to go back to their agencies just as we do. We have to go to 
the Department of Agriculture. We have to go to the Department 
of Health, and so on in order to revise our program. 

They have to do the same thing. 
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Mr. Passman. Practically ever cy of our own Federal Gov- 
ernment works up its request at the "eeaeioees level. They go into 
the Budget Bureau and the Budget Bureau usually makes substan- 
tial reductions from the amounts the agencies want. 

Then they move on to Congress, and they use a figure that the 
Budget recommends. The Congress many times reduces those re- 
quests, in some instances as much as 50 percent and in other instances 
less. We therefore apply these same techniques or considerations in 
marking up this bill as is done for the 1,828 Federal agencies and 
Departments with which we have to deal. 

Does the gentleman contend that, if we are going to reduce all these 
projects at ‘home, many of them very substantially, many out alto- 
gether, where they have made excellent cases, the Congress went too 
far in reducing you from $35 million to $31 million plus? 

Mr. Arwoop. I am not being critical. I have been through this 
process and respect the problem you have. 

Mr. Passman. Is this a thing you can live with, a slight reduction ? 

Mr. Arwoop. We have lived with it. If you want the honest truth 
as to what we had to do and what happened because of it, that is all 
Iam trying to explain. 

Mr. Passman. But these reductions made by the Congress, which in 
many instances are less than we make in our own programs, if we can 
live with them here don’t you think you can live with them? 

Mr. Arwoop. We can live with them. 

Mr. PassmMan. Without great damage? 

Mr. Arwoop. When you come to the question of damage 

Mr. Passman. I said great damage. 

Mr. Atwoop. That is a difficult thing. Here is a total program 
with 25 countries, which program has been reduced quite a bit. 

Mr. Passman. About 10 percent. 

Mr. Arwoop. About $87.3 million to $84.1 million. 

Mr. PassmMan. I am not qdarreling with you. Here we have to make 
drastic reductions across the board everywhere. We learn to live with 
those things. 

Why do we have to be more apologetic to these people to whom we 
give our hard-earned dollars? 





LATIN AMERICAN CONTRIBUTION TO PROGRAM 


Mr. Arwoop. They are not complaining. They have contributed an 
additional $4 million or $5 million in order to carry on this program, 
Mr. Chairman. 

Mr. Passman. Is that not a good indication that if we reduce ours 
it will bring theirs up? Maybe that is a good pattern. 

Mr. Atwoop. Perhaps so. Whether they can continue to do it 

Mr. PassmMaAn. But they did pick up the difference this time? 

Mr. Arwoop. Yes, and on the basis that the U nited States was in a 
position last year where it had to cut drastically in all programs, and 
they understood that. They read the papers and they understood 
the problem of last year. 

Mr. Passman. I want to compliment you and I want to say sin- 
cerely that is the one ray of hope which has been given to me since I 
have been on this committee. When you do make a reduction these 
nations will pick up a slight extra tab so as to carry on the program. 
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Mr. Arwoop. Let me mention this if I may: In the first presenta- 
tion to Congress last year we put in for $35 million from the United 
States Government taxpayer. They put in $40.4 million of their 
cash and they put in $11.9 million of kind, in other words, things 


F which if they did not supply we would have to pay cash for. 

Mr. Passman. For their country, though, not coming into our 
country ? 

Mr. Atwoop. Yes; into the program. 


Then when the cash amounts were reduced both for the United 
States and for them, they put in more of kind. 

Now for 1959, then, they have already said they will increase their 
cash contribution over and above what the original was of $40 million. 
They have increased it to $44.5 million and they have increased the 
kind from $15 million to $16 million, and we are asking for the same 
amount in 1959 as we asked for last year. 


DEVELOPMENT OF PROJECTS INCLUDED IN THE BUDGET 


Mr. PassmMan. In your region how many nations do you have? 

Mr. Arwoop. Twenty republics and five other programs. The 
New West Indies Federation is in now and we have programs with 
certain of the Overseas Territories. 

Mr. Passman. You have men in each of these countries? 

Mr. Arwoop. Yes. 

Mr. Passman. They firm up the programs and come to you with 
it and you check it over’ Later you come to the Director m Wash- 
ington ? 

Mr. Arwoop. Yes. 

Mr. Passman. So again it is built from the project at the lowest 
level to the highest level. 

Mr. Arwoop. Yes. It is sent in by my Director in the field to me 
and it goes through the process you have heard described. 

Mr. Passman. Limiting it to America’s participation, you have your 
representatives out in the countries. They work out their projects and 
programs that are desirable and they submit them to you. You go 
over those programs and they then come in to Mr. Smith? 

Mr. Atrwoop. More accurately my men in the field determine where 
United States aid would be effective in the program of the other coun- 
try, and then that is sent in to us as the program we present finally up 
here. ; 

Mr. Passman. You spent some time in those republics? 

Mr. Atrwoop. Yes, sir. 

Mr. Passman. This is built up by 20 different teams in 20 different 
countries before you arrive at this project ? 

Mr. Arwoop, That is right. 

Mr. Passman. With that many countries and that much personnel 
it is almost impossible to screen the projects as closely as most of us 
would like to have them screened. Would you agree? — 

Mr. Arwoop. I do not think it could be screened as well as we want. 

Mr. Passman. You screen the proposals as well as you can with the 
money and personnel ? 

Mr. Arwoop. Yes, sir. I think it is screened well enough so that 
I would honestly say that to the committee. * 
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Mr. Passman. I am sure you are honest in everything you say. 
But considering all types of programs in 70 nations is a difficult task 
and it causes us some concern. 

Mr. Arwoop. The question of how much money you put into these 
countries comes back basically to the United States national interest. 

Instead of deciding how long we stay in a country and how much 
we put into the country I would rather decide it on what is the 
United States objective in those countries. Our objectives in Latin 
America are serious. If I were completely honest I would say we 
were not asking for enough. 

Mr. Passman. I am in sympathy with the region you represent. 
But we have to consider this on a worldwide basis, and in considering 
it we have to take into account how long our resources will hold out 
with such a program worldwide. 


REDUCTION IN NUMBER OF PARTICIPANTS AND TECHNICIANS 


Mr. Arwoop. In this cut I have not mentioned separate projects be- 
cause this is broken up among various activities. About 450 local 
technicians brought to this country had to be cut out. I have them 
country by country if you want it. 

We call them participants. 

Mr. Passman. What is a participant? 

Mr. Arwoop. A technician from the other country whom we are 
bringing here or sending to Puerto Rico to be trained so he can do 
a better job and perhaps assume the responsibility of an American. 
That is what they are doing. 

I said there are 28,000 in the program with less than 1,000 United 
States people. 

We cut about 450 local technicians (participants) out; we 
cut out $454,000 worth of United States technicians; and we cut out 
$2 million in connection with the bringing of people to this country 
for training or sending them to Puerto Rico; we cut out $652,000 of 
these contract services including American universities; and cut out 
$524,000 of supplies and equipment, which before the cut makes up 
less than 4 percent of our total; and cut out $926,000 of joint con- 
tributions, which results in a double cut in the program since when 
we cut a joint contribution they are not supposed to put in more. 
They will do it but it is not in the contract. It is an additional con- 
tribution. 

ROLE OF CONGRESS IN LIMITING PROGRAM 


Mr. Passman. Whatever might be happening to our own economy 
could have happened under any administration, but we do have some 
shifts being made. The economy is a little shaky in some places. 
We shall not try to place the blame. 

If this condition continues and our intake of dollars begins to de- 
crease, then you would recommend that those of us representing you 
on this side of the table on all these committees try, if at all possible, 
to keep the outgo in proportion to the intake? 

Mr. Arwoop. Your committee and the Congress have to determine 
to what extent this program anywhere and in any country is of abso- 
lute necessity to the United States. 





Mr. Passman. As long as our resources can continue financing such 
a program, would that not also be taken into account ? 

Mr. Arwoop. Of course. But even if you had a great deal of money 
you still would be determining the size of this program in terms of 
how necessary it is to the achievement of our objectives overseas. 

Mr. Passman. We are dealing with technical aid and programs 
which will not be continued after we leave. We have experienced 
that. It is a complete waste of money in certain fields. 

Mr. Arwoop. I have other material I will present to the committee 
when the times comes. 


UNEMPLOYMENT PROBLEMS SOLVED BY EMIGRATION TO UNITED STATES 


Mr. Gary. I was in Puerto Rico about 2 years ago. They told me 
we were completely taking care of the Puerto Rican unemployment 
problem. They said the Puerto Ricans had a great many unemployed 
but they were all going to the United States now. 

Statistics showed that 2 years before 7,500 had come to the United 
States. In the next year it was 15,000 who came to the United States, 
and it was estimated in that current year they would send in 30,000. 

I went to Cuba and approximately the same thing was true except 
the figures were about half of that, 4,500 for 2 years previous and 7,500 
and then 15,000. 

I understand there are no quotas as to these South American coun- 
tries. Are we taking care of the unemployed in these various countries 
in the same way ? 

Mr. Arwoop. There is a great deal of underemployment in many 
of these countries. I think in the long run you will find as the eco- 
nomic development takes place and they make better use of their re- 
sources people will move into the Latin American area in general 
rather than moving out. That might take several years. 

There is no great movement such as the one you talk about in Puerto 
Rico. There you have about the densest population in the world. 

Mr. Gary. We also went to Jamaica. They were under the British 
quota and could not get in, but it is my understanding that since 
they are now starting the Caribbean-British Federation, the quota 
no longer will apply to those islands and we will have numerous immi- 
grants from those islands. 

How can we take care of our unemployment if we are to take care 
of the unemployment of all these South American countries and 
ee ag islands by letting the unemployed come to the United 

tates ¢ 

Mr. Arwoop. Puerto Rico being part of the United States is 
separate. 

r. Gary. I wish we could put every one of them under a quota. 

Mr. Atwoop. My general answer would be that the resources, both 
agricultural, food, minerals and otherwise, in Latin America, and 
about 45 percent of our strategic imports come from Latin America, 
that the importance of those resources to the United States now and in 
the future makes it necessary for us to see to it that those countries are 
able on their own, not with great aid from us, to use those resources 
and make them available to the free world and sell them. 

With that development taking place, I do not think you will be 
faced with any great migration from that part of the world to this. 
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If they remain frustrated and if their economies remain unbalanced 
as they are today, then you will find people who will try to go else- 
where and they will naturally try to come here. 

Mr. Gary. I don’t see why we let them in. In Cuba they are send- 
ing 15,000 a year of their unemployed. 

I talked to friends from the United States now living in Havana 
and they told me they have been trying to get one schoolteacher 
into Havana to teach some of the American children, and while they 
would let the schoolteacher in they would not let her teach. 

Yet we are letting 15,000 of them come here from Cuba every year. 

Mr. Arwoop. This is outside our program. 

Mr. Gary. I understand that. 

Mr. Arwoop. We have considerable restriction about those people 
working here, too. Many cannot get jobs here. 

Mr. Gary. They go on the relief rolls. 

Mr. Arwoop. Puerto Ricans may as American citizens; not the 
others. 

OBJECTIVES OF TECHNICAL COOPERATION PROGRAM 


Mr. Denton. To hear some people talk I often wonder. How did 
we ever get along before we ever had foreign aid? 

Where will this end? This is like an unlimited project. If we 
do not carry out every program throughout the world we are subject 
to indictment because technicians are discharged and causing destruc- 
tion of worthwhile projects. 

Mr. Atwoop. That is a good question. It is one we all think a great 
deal about all the time. This business of technical cooperation is noth- 
ing new. The part that the United States Government is playing in 
technical cooperation in this hemisphere is about 10 percent of the 
technical cooperation being carried on. Ninety percent of the technical 
cooperation between the United States and Latin America is carried 
on by private enterprise. 

What we are doing is trying to fit into those areas of this total pro- 
gram of technical cooperation, to fit into those areas where it is in our 
national interest and where we think our program can be effective. 

Mr. Denton. We are doing what private industry used to do. 

Mr. Atwoop. No, sir. We are working with private industry and 
doing things private industry does not do. I work with them very 
closely and I have done that for years. They will back this program as 
much as anybody else. 

Until we can get the people in those countries to assume the respon- 
sibilities that private industry does not assume, in this country or in 
those countries, assume those responsibilities in the field of public ad- 
ministration, health, education, and some public utilities, and so on, 
there is a time when Government paying for technical cooperation 
should cease, not only our paying for it but those governments. They 
cannot afford to put in $40 million a year for technical cooperation, 
either, not forever. 


INCREASE 





IN NUMBER OF TECHNICAL COOPERATION PROGRAMS 





Mr. Passman. Is it not true that this program is growing? Don’t 
you have about four of these technical aid programs? You have the 
United States technical aid program, the U. N. ‘technical aid program, 
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and now another agency within the same program to administer larger 
Dengers in the United Nations technical aid, and then you have one 
under Latin America. We could conceivably get so many of these 
technical aid programs as to find these people Sighting among them- 
selves. Are you concerned about that possibility ? 

Mr, Arwoop. I am very concerned about it. I am not worried. 

Mr. Passman. You are concerned about there being so many. It is 
overlapping: is it not ? 

r. Arwoop. I will not admit that. 

Mr. Passman. You are concerned about so many of them? 

Mr. Arwoop. I am concerned because it is extremely difficult to 
coordinate our bilateral program with the OAS program you talk 
about and the United Nations program which has about 10 different 
programs in Latin America. It is a difficult job for us and the other 
country to utilize to the best advantage all of those services that are 
available. 

As of today I am satisfied they are not competing with each other 
and that they are not really overlapping in any serious way. 

Mr. Passman. There might be a question as to whether we can 
utilize those services in the future if this continues to grow and branch 
out. 

Mr. Arwoop. It is a question of whether you think it is cheaper to 
do it that way or the other. 

Mr. Passman. You expressed concern a moment ago. 

Mr. Arwoop. Because it isa growing problem. I am not concerned 
about the situation as it exists right now except that as it evolves it 


will be a growing problem in order to bring about the coordination 
that is necessary. 


ATTITUDE OF LATIN AMERICANS TOWARD MUTUAL SECURITY PROGRAM 


Mr. Arexanper. It seems to me one of the main objectives of the 
United States in all these programs is to get the good will of these 
people for the United States. As I read the newspapers from time to 
time, for instance in France recently in its reaction, and there are 
many illustrations we can use, I am wondering what your opinion is 
and what your reaction is to the program in South America? 

Mr. Arwoop. If you refer to the technical cooperation program 

Mr. Atexanver. Not specifically to that. I refer to the overall mu- 
tual security program. 

Mr. Arwoop. In Latin America that is it basically with one or two 
exceptions. 

I would say you would have a warm feeling in your heart and 
possibly a tingle in your spine if you could really listen to or even 
read certain of the feelings expressed by the people, not by the govern- 
ments but the people, of Latin America for the technical cooperation 
program. ; 

Mr. Arexanper. In the Baptist Church in my hometown we have 
been trying to give an automobile to a missionary who was in Brazil. 
They will have to pay about $5,000 to get a Plymouth automobile into 
that country which would be used for the services of the people of 
that country whom he is trying to assist. 

It is hard for me to convince my people back home with a situation 
like that that we should help Brazil. It does not seem we are winning 
friends. 
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Mr. Atwoop. That problem you have is a problem that Brazil is 
faced with because of the short dollar exchange. They are putting 
these very strict regulations on the imports of automobiles. 

They should, and the real authorities in Brazil should try to make 
an exception if they knew the car was to be used for that purpose in 
the country. We don’t have this problem. 

Mr. Avexanper. I have taken it up with Ambassador of Brazil 


and the State Department and they referred me to the Chief of 
Finance of Brazil. 


I haven’t heard from him yet. 
Mr. Atwoop. I can appreciate that. That is one of those things 


which responsible Brazilian authorities would try to straighten out 
and handle it fairly. 


(Discussion held off the record.) 

Mr. Passman. Did I understand you to say that of the entire 
technical aid program in South and Central America about 90 percent 
of it is being provided by American free enterprise ? 

Mr. Arwoop. No. Ninety percent of the technical cooperation which 
is being carried on between the United States and the countries of 
Latin America is being handled by private enterprise. 

Mr. Passman. What would be the case if the time should come when 
Uncle Sam had no more chips to put down? Do you think free enter- 
prise would pick up the other 10 percent and carry on these programs? 

Mr. Atwoop. The problem is whether private enterprise would feel 
as if they could carry on technical cooperation in those fields which 
were not really related to their activities. That is the problem. 

(Discussion held off the record. ) 

Mr. Passman. Thank you, gentlemen. The Committee stands 
adjourned. 
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Mr. Passman. The Committee will come to order. 

There will be a few general questions and then we shall continue 
examinations on the policy level and proceed into the program by 
region and by projects. 

We are pleased to have you with us again, Mr. Smith. 
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It is my understanding that Lebanon has an economy that is more 
sound than in most of the Middle East countries. Would you state 
your understanding of the economy of Lebanon as compared to the 
general standard of that section of the world? 

Mr. Smiru. Lebanon, as you know, Mr. Chairman, is a well-estab- 
lished country lying on the edge of the Mediterranean, one of the 
crossroads of the world. It is economically quite sound. It is enjoy- 
ing a reasonable level of prosperity. Certainly by one measure, the 
per capita share of the gross national product is substantially higher 
than any of the other countries in that area. 

Mr. Passman. Here is something which has been brought to my 
attention. It is similar to some 10 or 12 other recent articles from 
throughout the world—Pakistan, India, and some of the Far Eastern 
countries. Thissays: 

Lebanon wants $170 million aid. The Government decided today to ask the 
United States for $170 million in unconditional aid over the next 6 years. It 
also spelled out specific terms under which Lebanon will accept United States aid. 
If the American Government rejects these terms, Public Works Minister Khalil 
Hibri said the Government will not hesitate to reject all American aid. This 
would pave the way for Lebanon to accept offers of economic aid from any coun- 
try, presumably including the Soviet Union. Russia offered economic help to 
Lebanon several months ago. For months Lebanese politicians and newspapers 
have been attacking the United States aid program as too small. Since 1952 
Lebanon has received more than $38 million in economic aid in addition to mili- 
tary aid. 

Now the Lebanese are attempting to write their own terms for our 
aid on a commitment of $170 million over 6 years, according to this 
information. 

Would you care to comment on that, Mr. Smith ? 

Mr. Soirn. I have no official knowledge of this request which has 
been mentioned, although I have read it in the press this morning and 
I think I have been reading about the same articles that you have. I do 
not know the individual to whom the request is attributed. 

Mr. PassmAn. The Public Works Minister of Lebanon. 

Mr. Smiru. I would like to say, however, that if the story is correct, 
it would indicate a very serious lack of understanding on the part of 
the Lebanese Government of the mutual security program. For them 
to come and insist on a flat sum over a period of years, I think $170 mil- 
lion over 6 years, and state that this is their share as an individual 
country, which has to have some relationship to aid given to other 
countries in that area, is a mistaken conception of the program. 

We have been talking about a mutual security program whereby all 
parties together are building up a common structure, and for one 
country to insist on a certain fixed sum as its share is a totally improper 
thing to do. 

Mr. Passman. Thank you, Mr. Smith, for a very straightforward 
statement. 


18-MONTH AVAILABILITY FOR MILITARY ASSISTANCE FUNDS 


Mr. Shaw, on page 1 of your prepared statement I note the state- 
ment, “18 months’ availability has been very helpful,” and on page 2 
this statement, “Practically all the money available will have been 
obligated by June 30, 1958.” If all the money will have been obligated 
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within the 12 months’ period, in what way has the 18 months’ avail- 
ability been very helpful ? 

Mr. Suaw. Mr. Chairman, the meaning of that statement is that the 
pressure on the programing section of ISA has not been so severe as 
it would have been if it had been necessary to obligate the money be- 
fore the end of the fiscal year. I think that this authority we have has 
made a very distinct improvement in our operations. 

It is quite true that we expect to have only $25 million unobligated 
on June 30, but that money will have been assigned to approved pro- 
grams, and the process of obligating it may continue under the 18 
months’ authorization. 

Mr. Passman. If you will have obligated it all within the 12 months, 
then what advantage is it to have 18 months? 

Mr. Suaw. We will not have obligated the $25 million, sir. 

Mr. Passman. That is a very small part of nearly $2 billion. 

Mr. Suaw. It is, that is right, but this year we have been success- 
ful in perfecting the program so that we have been able to make very 
satisfactory progress. 

Mr. Passman. I think from your own statement and testimony we 
could almost justify bringing the period back to 12 months. But that 
is a matter which will be decided by the committee. 

Mr. Suaw. We would recommend against that, sir. 

Mr. Passman. I know that you would. 

Mr. Suvrr. May I make a statement? ; 

Mr. Passman. We shall be happy to have you make a statement. 

Mr. Suvrr. There conceivably could be a situation either this year 
or another year where we had anticipated coming down to a minimum 
of $25 million and for any one of a number of different reasons we 
might not be able to obligate a bloc of money which we had intended 
to obligate by the 30th of June. We have been anticipating this kind 
of situation and under these circumstances it would be very helpful 
to have the 6 months’ or longer override. We do not want to obligate 
money on the basis of the fact that it is coming up to June 30, but we 
would rather do it with prudence and in the normal course of a busi- 
nesslike operation. 

So it is not at all inconceivable that a bloc of money might not be 
obligated that we are hoping to obligate. Having longer availability 
would give us the privilege of doing it. 

Mr. Passman. You testified last week that the trend, however, was 
in the direction of getting back to 12 months? 

Mr. Suurr. I don’t think I said exactly that, Mr. Passman. 

Mr. Passman. That may not have been your words, but that was the 
substance. I should be pleased for you to refer to the transcript for 
verification of the statement I am making that you said the trend is 
back toward 12 months’ limitation. 

Mr. Suurr. Weare trying to get the money obligated in a 12 months’ 
period, sir. The extra 6 months has been very helpful to us. 


(Off the record.) 


COMBINING OF UNEXPENDED BALANCE WITH NEW APPROPRIATION 


Mr. Passman. If all the money, or practically all the money, is to 
be obligated by June 30, 1958, why are you requesting that remaining 
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balances be combined with the 1959 appropriation and thereby extend 
it again? 

Would that action not mean that some of your fiscal 1958 money 
would be available for obligation for a full 2 years? 

Mr. Suaw. Mr. Chairman, we are asking for authority to consoli- 
date or to continue the authority to consolidate 1 year’s unexpended 
balances with the next year’s appropriation. This is simply to obtain 
greater simplicity in bookkeeping. 

Mr. Passman. That is a language proposal, but in effect that would 


give vou 2 years to obligate instead of the 18 months under the 
present law. 


Mr. Suaw. It would if 

Mr. PassMan. You have given mea fair answer. 

Mr. SHaw. We do plan to obligate the unobligated balance of $25 
million within, I would say, the first month of fiscal year 1959. If 
we were talking about a large sum, I think this committee might have 
some reason for anxiety. 

Mr. PassMan. We have to deal with large and small sums alike in- 
sofar as principles and legislation are concerned. This year the 
amount may be small, next year it may be large. So far as the basic 
consideration, the decision must be upon the law itself and not the 
amounts involved. 

Mr. SHaw. Yes, sir, but the chairman understands that a com- 
plicated bookkeeping system is required if we must maintain separate 
accounts for these various funds. Since the availability has been 
given to us by law, we are simply asking if we may consolidate the 
two amounts. 

Mr. Passman. Which, in effect, would allow you 2 years to obligate 


certain parts of the money, rather than 18 months under the present 
law. 


Mr. Sxuaw. That is correct. 

Mr. Snvurr. Mr. Chairman, may I add something? 

Mr. Passman. We shall be pleased for you to add any comment you 
may wish to offer. 

Mr. Snovrr. I do not think there is any question about the desir- 
ability of keeping the accounting as simplified as possible. To dupli- 
cate it obviously makes it more complicated. 

I think in the situation we are discussing here, we could inform 
the committee very easily in the first 30 days of the new fiscal year 
how the amount of money concerned was spent or, if it would please 
the committee, we could do it during the time that the money is still 
good. Sometime during the first 6 months of the following fiscal year 
we could advise the committee how the money which was not obli- 
gated at June 30 was spent. This would accomplish your purpose, 
sir, and it would also accomplish our purpose. Is this a helpful 
suggestion ? 

Mr. PassmMan. I am not too sure that it is, but we shall accent the 
statement and study what the effect of it may be. We should be 
pleased occasionally if this matter could work both ways, instead of 


extending it out to where you would have a longer period to spend 
more money. 
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FUNDS REAPPROPRIATED FOR FISCAL YEAR 1958 


In the table on page 9, how much of the unobligated balance of 
$538,800,000 reappropriated last year is included in your figure of 
$2,413,061,000 total unexpended reservations as of July 1, 1958? 

Mr. Suaw. 1958 is shown below, sir, in the table. Naturally the 
money was not available to us for obligation, or at least it was not 
obligated in fiscal year 1957. Therefore, it could not have been in- 
eluded in fiscal year 1957. 

Mr. Passman. I am speaking of fiscal year 1958. 

Mr. Suaw. That money has been utilized in fiscal year 1958. 

Mr. Passman. By “utilization,” do you mean it has been obligated 
or reserved ¢ 

Mr. Suaw. Obligated and/or reserved. I cannot tell you how 
much of that particular money went into the reservation accounts 
and how much went for direct citations. 


OBLIGATIONS AND RESERVATIONS JUNE 30, 1958 


Mr. Passman. Could you inform the committee as to the amount 
of the estimated uexpended balance as of June 30, 1958, in military? 
What part will be in the category of firm obligations and what part 
will be in the category of reservations? 

Mr. Suaw. The total would be $3.4 billion. 

Mr. Passman. But break it down. 

Mr. Suaw. The amount in the reservation accounts, according to 
this table on page 9 of my statement, would be $2.4 billion. 

Mr. PassMan. $2.4 billion out of 

Mr. Suaw. $3.4 billion. 

Mr. Passman. Which means practically two-thirds would be in the 
reservation column. 

Mr. Suaw. That is correct. 

Mr. Passman. And a little more than one-third would be in the 
actual direct citations. 

Mr. Suaw. That is correct. 





PROPOSED SECTION 108 OF MUTUAL SECURITY ACT 


Mr. Passman. What department prepared the proposed new sec- 
tion 108? 

Mr. Suaw. The Department of Defense. That included the De- 
partment of Defense Comptroller and the Office of the General Coun- 
sel, the ICA lawyers, and the State Department lawyers, and the 
State Department policy group. 


DEOBLIGATIONS IN FISCAL YEARS 1956 AND 1957 


Mr. PassMANn. I think you are helping us and I think we are helping 
you by tightening this program. However, are you in -position at 
this time to tell the committee the amount of deobligations for fiscal 
1956 and fiscal 1957, and the anticipated deobligations for fiscal 1958 ? 

Mr. SHaw. Yes, sir. 

The identifiable net deobligations for fiscal year 1956 of military 
assistance funds was $93 million. , 
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Mr. Passman. In what category during that fiscal year did you 
place the $302 million check sent to the MDAP from the Air Force? 

Mr. Suaw. The $302 million, of course, is not included in this 
figure, Mr. Chairman. tue 2 

Mr. PassMANn. Would it not be the equivalent of a deobligation if you 
came into possession of $302 million as a refund ? 

Mr. Suaw. It could be considered that way. 

Mr. PassmMaAn. Just factually dealing with dollars and cents, if $802 
million came into your possession from the Defense Department rebat- 
ing MDAP for overpayment, would that amount not naturally be 
included in the same category ? 

Mr. Suaw. Mr. Chairman, the $302 million we consider was money 
made available again by this committee. 

Mr. Passman. That is true. ; 

Mr. Suaw. The authority for its use is included in section 108 of 
the appropriation act. 

Mr. PassmaAn. But when you closed fiscal 1956, I think we were all 
surprised that your Department came into possession of a $302 million 
check. 

Mr. Suaw. That is correct. 

Mr. PassmMan. That amount certainly was not obligated or reserved, 
and it had to be something deobligated or you would not have had the 
$302 million, would you ? 

Mr. SuHaw. The chairman is right. 

Mr. Passman. All right, let us add that to the $97 million. Could 
we state factually and fairly that in reality you had $399 million in de- 
obligations during fiscal 1956 ? 

Mr. Suaw. I think, Mr. Chairman, that puts an unfair implication 
on that figure. I do not believe 

Mr. Passman. How are we going to dispose of it? The question is 
asked so often of all departments, what are you obligating and later de- 
obligating? There are certain deobligations. It is perfectly normal 
and natural that there should be. Somewhere you must take into ac- 
count the $302 million check that you obligated, and it had to be de- 
obligated. Otherwise, the Defense Department, the Air Force, would 
not have owed your Department the check. 

I do not want to be unfair, but I do want to establish that you did 
have in your possession money that you did not know you had, which 
had to be deobligated by the Defense Department or some branch of 
the Defense Department, or you would not have had this money re- 
funded to you. 

Mr. Suaw. Yes, Mr. Chairman, but the $302 million was not a 
typical deobligation which I feel the committee talks about when it 
refers to deobligations. It came as a result of the difficulties the De- 
partment of Defense was having in connection with the transfer from 
the direct obligation system to the order and reservation process, 
which was authorized by the legislation. 

Mr. Passman. Then technically would this sum represent a deob- 
ligation? You had to reobligate it, did you not? We reappropriated 
it. 

Mr. Suaw. That is the point of distinction I am trying to empha- 
size: The Congress did take action to make that money available, and 
we considered it just as we would consider new obligational authority. 
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Mr. Passman. I assure the gentleman that I want to be fair. But 
it has been established, at least in my mind, that you must have had 
what you thought was a sound obligation or you would never have 
paid over to the Air Force the $302 million. 

Mr. Suaw. Mr. Chairman, I feel that it is perfectly proper and if 
the committee would like to have this $302 million added to the $93 
million which I have included in my list, we have no objection, as 
long as this explanation is made. 

Mr. Passman. Certainly it is rather difficult to explain it away. 
You did not know you had it coming and we did not know. We are 
not blaming you, you understand. It is acomplicated system. Never- 
theless, we must take into account such matters as this. 

What amount did you deobligate in fiscal 1957 ? 

Mr. Suaw. The total net deoblig: utions in fiscal year 1957 were $71.6 
million. 

ESTIMATED DEOBLIGATIONS IN FISCAL YEAR 1958 


Mr. Passman. What do you estimate that you will deobligate dur- 
ing fiscal 1958? 

Mr. Suaw. For fiscal year 1958 for military assistance, we expect 
the total deobligations to be $97.8 million. 

Mr. Passman. Is this classified or secret, or can you state to the 
committee what these deobligations cover ? 

Mr. Suaw. No,sir. I can do it in general terms. 

Mr. PassMan. We shall accept it in general terms. 

Mr. Suaw. For fiscal year 1958, the large part of the $97.3 million 
was due to the cancellation of offshore procurement contracts. 

Mr. Passman. Is any of that sum being reobligated ¢ 

Mr. Suaw. It has already been reobligated. 

Mr. Passman. To the same companies ? 

Mr. Suaw. No, sir. 

Mr. Passman. To different companies? 

Mr. Suaw. That money originally was obligated against a procure- 
ment contract we had in Great Britain for certain aircraft. Those air- 
craft did not meet the specifications previously agreed upon. Con- 
sequently, the United States did not accept the financial responsibility 
and we withdrew our financial support. Those deobligated dollars, 
as nearly as one can identify the dollars in our accounts, have been 
utilized as the first increment of the cost of providing ——— squadrons 
of IRBM’s to Great Britain. 

Mr. PassMan. Who will manufacture the IRBM’s? 

Mr. Suaw. I do not know the company. We are doing that procure- 
ment through the Air Force. 

Mr. PassMan. Will it bea foreign company ? 

Mr. Suaw. No,sir. This isan American company. 

Mr. Passman. You bring this from offshore back to the United 
States? 

Mr. Suaw. We canceled the offshore procurement contract. 

Mr. Passman. And the dollars will be spent here. 

Mr. Suaw. Yes. 

Mr. Anprews. It will be either Thor or Jupiter? 

Mr. Suaw. Thor. 

Mr. Anprews. That will be by Convair. 
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Mr. Passman. At least the money will be spent in the United States 
rather than in an offshore procurement program. 
| Mr. Suaw. Yes, sir. 


. VALUE OF SURPLUS PROPERTY GOING TO ALLIES 


Mr. Passman. We are trying to establish for the record, and it will 
certainly help your Department and help this committee and help the 
Congress in its deliberations if we can establish, the actual value of 
the surplus or excess property that we make available to our allies 
without cost. 

Mr. Suaw. A rule of thumb is that an amount equal to 5 percent 
of our annual appropriation is given to countries from surplus prop- 
erty lists of the Army, Navy, mathe Force. 

Mr. Passman. You are speaking of the overall appropriation ? 

Mr. Suaw. I am speaking of the overall appropriation for military 
assistance. 

Mr. Passman. Who establishes those values ? 

Mr. Suaw. The Secretary of Defense establishes the quantities of 
material which are included in the mobilization reserve stocks of the 
Army, Navy, and Air Force. 


SETTING VALUES ON SURPLUS EQUIPMENT 


Mr. Passman. What percentage of the original cost of this equip- 
ment is used in establishing the values? 

Mr. Suaw. In establishing the values of the materiel which is sold? 

Mr. Passman. In establishing the value of the ——— which is 
sold to our allies. Who fixes the estimate against the original cost to 
our own country ? 

Mr. Suaw. The principles under which those price adjustments are 
made are published by the Secretary of Defense in the form of direc- 
tives and instructions. The services are responsible for interpreting 
those directives and instructions, and they are the ones who actually 
change the prices. ds 

Mr. Passman. They are marked down below the original procure- 
ment price ? 

Mr. Suaw. In most instances, unless it is new procurement, we are 
allowed reductions in price based upon the age and condition of the 
items concerned. 

Mr. PassMANn. In many instances these items serve the same purpose 
as if we were supplying new items, do they not ? 

Mr. Suaw. They do in the countries that receive them. 

Mr. Passman. In the country that receives the equipment, it serves 
the same purpose. =f 3 

Mr. Suaw. The material is put in perfect condition before it is sent 
to our recipient countries. 


MILITARY ITEMS TRANSFERRED TO ALLIES 


Mr. Passman. Could you provide for the committee, for fiscal 1956, 
fiscal 1957, and the estimated amount for fiscal 1958, lists of the equip- 
ment transferred without cost and the estimated value and its original 
cost, by item ? 
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Mr. Suaw. By major item? 

Mr. Passman. By major item. 

Mr. Suaw. Yes, sir. 

I would like to advise the committee that this cannot be an accurate 
report, Mr. Chairman, because of the modifications which take place 
very frequently with respect to the components of an item. If we 
talk of a tank, for instance, the original cost may have been X amount, 
but then because of the modernization of radar or radio or something 
of that sort, it will not be an accurate statement. It will be as accu- 
rate as we can make it. 

Mr. PassmMan. The more modern item would cost more, and you 
should add to it the amount of money spent on it to bring it up to date. 

Mr. Suaw. I am only talking about the variables, the content or the 
pieces of a tank going to different countries vary with the country con- 
cerned, because there is a different military mission and a different 
capability among the recipient nations with respect to its use. 

(The following list was subsequently supplied the committee :) 


Acquisition cost of excess material transferred under MAP—worldwide—by fiscal 
year 


{In thousands of dollars] 











Fiscal year | Fiscal year | Estimated, 
1956 1957 fiscal year 
1958 
- __ $$ $$ —_$____—_—— ———— ——) ee 
a ciroeeniene<ves $106, 069 $53, 291 | 1 $134, 614 
B-29 Aircraft Crier mawel 50, 793 bela (2) 
B-26 B Aircraft__.....-.- iubawds wien -| | 1, 224 2,177 
Bas © Agee... .......... 1457 5, 593 7, 036 
PBY-5A Aircraft... joabocee oo = ceeeen-o---=--- -| 207 |o--=-9--an ae an|nwnnn-nsan as 
ee a pean Fsostonemadssaiiceendipaanbatehainin’ 8, 243 14, 366 
F-51D Aireraft..--...-.....-.. v8 Bests thsecsal 5, 604 
BPD I ERs cease ncnccnn tapas peewoetesuettnneanten 2, 301 |-------------- (2, 124) 
SES BIE wecnanseccessouesase . : . we a Sia casien, 193 
SPO: MINOR: 6 conneindncacinmnsidaheh annie ieee | 13, 183 | (1, 133) 1,7! 
I a ceri eaten a oa ie 158 | camel aoe 
MED NOE. cnc cecnnsadcesotseneccsasesumesnasscneddmnees 594 | 7 7 
NEE daca decesatnaine sae ‘ 8, 049 1, 609 9, 035 
LT-6G Aircraft.........--- ; hale 1, 019 | 2, 265 
B-25H Aircraft. -..- Lea taoaabetedp ie aerial ee eas 128 
B-25J Aircraft. onal as a -| 383 
BE EE. oo tn nan hnoinadeentgbescbiwescnengnnnsaeeuabetge Le = 192 Ce 
C-46D Aireraft--.. ial 6,113 | 509 | 1, 528 
T-34A Aircraft -- . . . boaddansnswnseinccsccsnnegandl 895 
T-28A Aircraft... ; ; Steoneneal ‘ 678 
F-80C Aircraft __.- ‘ ‘ z 10, 374 
PB-4Y Aircraft doe’ eauthiioenlenl EE necconcinteelons 
SNJ 4/5 Aircraft , ; 85 | 324 | 825 
TBM-3E Aircraft ___- ; : panainen ore | (2, 592 > 592 
TBM-3W Aircraft J | - 2 352 
TBM-3S Aircraft 962 1, 739 98 
F-4U-7 Aircraft swell 4, 725 4, 458 
JIRF-5 Aircraft | . 318 - 
PBY 5/6A Aircraft 414 
AU-1 Aircraft A cal 302 | 
PBM-5S2 Aircraft - ; | 458 400 a 
IRB Aircraft ee | 2 211 
TBM-3R Aircraft I i insane ndmnmce 
LCP(L) Aircraft : . 36 
ott | a ee ae eee 20 
LCOVP Aircraft___.- a uibeaiahaiess initia sitet 59 176 
Escort Vessel (DE 5, 204) 
Submarine Chaser (SC (410 410 ; 
Landing Ship Med (LSM 5, 360 4, 288 1,072 
Landing Ship Transport (LSSI (288 388 778 
Drydock 100 
Harbor Tug, Small (YTI 249 
Tank, Light M-24 4, 188 8, 659 
Tank, Medium, 76mm Gun, 4M Series 3 375 2 248 
Tank, Med, M26, M46, M47, M48 Series 976 g1 
Cre™ otor, 74mm Gun, M18 371 


Cre Motor, 90mm Gun, M36 Series 
See footnotes at end of table. 
25164—58——_11 
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Acquisition cost of excess material transferred under MAP—worldwide—by fiscal 
year—Continued 


{In thousands of dollars} 


Fiscal year Fiscal year | Estimated, 








1956 1957 | fiscal vear 
1958 
Crg Motor, 105mm How, All Models : 3, 848 | 139 | 93 
Carr, Pers, HT M3-Car HT M2M9 oth ; | 663 247 | 1, 135 
Trailer 1-144 Ton, 2Wh Cargo. | | 18 | 8 
Trailer, Fuel Serv, F-7 ; 56 | 14 (31) 
Trailer, Fuel Serv, F-2___..._...- es Gt Zs 29 | 11 | (29) 
Trailer, Fuel Serv, F-1A : ; 45 15 | (30) 
Trailer, Fuel Serv, F-6 : 5} | (15) 
Truck 4" Ton, 4x4, all models Seo Caen cae 4,517 | 874 189 
Truck, *4 ron, 4x4 C argo all models a RES, 2 | | 18 
Truck, 2'4Ton, 6x6 Cargo all models ‘ : 9 | 
Truck. Teeter 6x6 Cargo, PM ei | 320 | 
‘Tractor, HS, 18Ton, M-4 series ‘es , 179 
Gun, Automatic 40mm, M1 W/Crg : : 7 | 72 | 1, 256 
Gun, 90mm, AA, w/Mt, all models | at. | 627 
3°/50 Gun : bet (1, 365) 43 | 720 
5°/38 Gun ; 1, 612 
How, 105mm, M2A1, w/crg or mt ; ; | 326 | (326) 1, 214 
How, 155mm, M1 w/crg-... ; TERRI cre aul ee 
Mortar, 60mm, al] models at j 6 
Mortar, 81mm, all models : - 81 | 5 
FCS MK 51 ; 82 Ot eiess 
20mm Single - 15 (279) ~ 
Depth Charge Projectors 5 
Rifle, Auto, .30 Cal. Brwng 25 
Rifle, 75mm Recoilless-- RO 
Gun, Mach, Cal .30 all models () 21 
Launcher, Rocket 3.5, M-20 Series | 5 
Cart, Carbine Cal .30 3, 15 
Cart, Cal .30, all other types-_. 288 10 
- art, Cal .50 all types ‘ ‘ 702 
Cart, HE, HEAT, 75mm Rifle 197 Sil 
Cart, HE, HEAT, 57mm Rifle ; : 26 
Shell, HE, 75mm How, all types 172 
Shell; 76mm Gun, all types 5O5 
Shell, HE, 105mm How, all other types 124 
Shell, HE, 60mm Mortar (2) 
7.2” Rockets (Service) (2) 
Rocket, HEAT, 2.36 M-6 Series 908 | 
Rocket, 5.0 In HVAR 2 
Bomb 5004 1, O89 |. 
Motor, 5.0 In HVAR MK-105 models | 35 | (35) 
SA-3 Radar Equipment | 80 
RDO PPI Radar (or Radio) | 10 | 
SCR-608 (AN/GRC-5) Radio Set 9 
Truck, Bridging, 6x6, all models RRS 
Aircraft complete (Army) 78 | (78) | 
Combat vehicles (969 4,812 81 
General and special purpose support vehicles 1, 459 | 1, 281 | 531 
Construction equipment : 557 | 93 | 74 
Training equipment 1, 525 100 | 900 
Training aids 100 | 12 226 
Medical equipment and supplies 2 | (7 1 
Org, base and maint equipment 3, 953 | (11)] 1, 109 
Spare parts 14, 830 4,151 | 35, 600 
Other equipment and supplies not reported by item 2, 663 | 1, 721 6, 514 
1 | 


| 


1 As a result of U. S. Army troop cutbacks in the Far East certain stocks valued at $126.1 million were 
determined to be excess to both the theatre and worldwide requirements and such stocks were given to the 
Military Assistance Program by the Department of the Army to meet ‘‘in country rebuild”’ requirements 
as they become known. Such materie ul is being utilized primarily in the “tin country rebuild’”’ of MAP 
equipment. $100.1 million of such stocks are excluded from the above transfers inasmuch as they had not 
been transferred to MAP recipients 

2 Less than $500. 


Norte. Parens indicate negative amount. Totals based on sums of unrounded figures, hence may vary 
rom sums of rounded amounts. 


Mr. Passman. Do you know of any instances where a value has 
been placed on equipment given free to our allies, representing 10 
percent of the original purchase price ¢ 

Mr. Suaw. All the equipment that we give is given free to our 
recipients. 

Mr. Passman. I| know that. 
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Mr. Suaw. Very often there will be an item that costs us nothing, 
except we do pay repair and rehabilitation necessary to bring the item 
back to good condition. 

Mr. Passman. I believe you missed my question. Do you have any 
instances where the Defense Department placed a present-day value 
on a piece of equipment that would represent as low as 10 or ‘15 per- 
cent of its original cost when our a Department purchased it? 

Mr. Suaw. It would be possible. I do not know of any case. 

Mr. Passman. Would you say in some instances that the new evalua- 
tion could be very low compared to the original cost ? 

Mr. Suaw. | think that could have occurred. 

(Off the record.) 

Mr. PassMan. On the record. 

Mr. Suaw. It is proper that they should do this. They have to care 
about the integrity of their appropriations, just as we are responsible 
about caring for ours. It takes constant negotiation with the military 
departments to assure ourselves that we are getting material for the 
program at a reasonable price. 

Mr. Passman. The military in the past had legislation that has 
since been, I think, corrected whereby for items transferred over to 
the MDAP program, the replacement in many instances cost 3 or 4 
times as much as the or iginal price. 

Mr. Suurr. Mr. Chairman, I could think of a situation where it 
would be to our Government’s advantage to get some small part of the 
first-cost value of an item back, and I think in terms of propeller- 
driven craft, which some of our recipient grant-aid countries still get 
from us, they no longer have a use in the United States Government 
as an operational piece of equipment and for that reason, whatever 
we can get, if it is 10 percent or 15 of acquisition value, it is some- 
thing more than we could have gotten under any other circumstances. 
It would have been ser: ipped under a different set of circumstances. 

Mr. Passman. You have put your finger on what we have been 
trying to establish. That is, in many instances you transfer equip- 
ment that serves the same purpose as new equipment. If you place a 

value of 10 percent of the original cost you call it a good day’s work. 
As far as a recipient nation is concerned, it may be worth 10 times 
that amount. 

SALE OF OBSOLESCENT EQUIPMENT 


Mr. Suurr. There is another angle to this, too. We have in our 
history also sold some of this equipment. It might, under those con- 
siderations, considering its age—we are not talking about new equip- 
ment but we are talking about old equipment, we are not talking about 
junk, however. 

Mr. Gary. But it is obsolete equipment. 

Mr. Suvurr. It is obsolescent equipment. Obsolete is a relative term. 
If somebody is getting it that needs it and hadn’t had it before, it is 
not nearly so obsolescent as it would be in our inventory. This is a 
relative proposition, so on two counts, I think we get out for the 
United States Government more than we would under normal cir- 
cumstances, by giving it to some of our recipients that have a require- 
ment for it under gr ant-aid at a reduced price, and selling it to other 
of our allies at a reduced price, where we no longer have ‘the require- 
ment for it. 
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Mr. Passman. Does the gentleman understand that I want to com- 
mend the Defense Department for doing this? Certainly it should be 
that way, if they have obsolete or obsolescent equipment and it will 
serve the same purpose to a friendly ally, it should be handled that 
way. I am not being critical, but I am trying to establish the value 
of the amount of equipment that is given to them that is not in an ap- 
propriation. 

There are so many phases of this foreign aid program, coming out 
of direct military appropriations, out of this committee, out of Public 
Law 480. Somewhere down the line I hope that we may learn what 
it is costing the American taxpayers for the overall foreign aid 
program. 

This is only one part of the total foreign aid program. 

Mr. Anprews. Your point, Mr. Chairman, is that if you have a 
military item that cost $1 million and it is obsolete so far as our service 
is concerned, that particular type is being phased out by our military 
department. It is still new. It cost a million dollars. If your MDAP 
program pays the military $500,000 for that, the taxpayers are still 
paying a million dollars for that item, even though you buy it from 
the military at $500,000. 


PROPOSED SECTION 104 


Who prepared the proposed new section 104? 

Mr. Suaw. The Legislative Presentation Committee, Mr. Chair- 
man, which includes representatives of State Department, ICA, and 
the Department of Defense, prepares the legislation for proposal to 
the Congress each year. This goes to the Bureau of the Budget, is 


reviewed there, sometimes changed there and sent by the President 
to the Hill. 

Mr. Passman. Would you explain section 104 for the committee? 

Mr. Suaw. I would rather have a lawyer, the lawyer who actually 
prepared the language, do that for the committee, Mr. Chairman. 

Mr. Passman. It may be just as well that you have the lawyer pre- 
pare a statement for the committee, then let us decide if all of it should 
be placed in the record. 

(The information follows :) 


EXPLANATION OF LANGUAGE 


PROPOSED SECTION 104, MUTUAL SECURITY APPROPRIATION ACT FOR FISCAL YEAR 1959 


This language amends section 108 of the Mutual Security Appropriation Act, 
1956, as amended, which is a permanent provision relating to accounting for 
military assistance funds, in order to delete obsolete provisions, to effect technical 
clarifications, and to conform that section to the no-year availability requested 
for the military assistance appropriation. There is shown, following this ex- 
planation, a copy of section 108 as it is proposed to be amended, indicating dele- 
tions and new language. The proposed amendments, specifically, do the 
following: 

(1) The first sentence of. section 108 is amended to conform with the deletion 
in 1956 of sections 105 (c) and (d) of the Mutual Security Act of 1954, as 
amended, which theretofore imposed a requirement necessitating accounting on 
a geographic basis. 

(2) The opening clause of the third sentence of section 108 is amended so that 
this provision would be consistent with either no-year availability or a limited 
period of availability for the military assistance appropriation. 

(3) The second and third provisos in the third sentence of section 108 have 
heen fully executed and are accordingly deleted as obsolete. 
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(4) The present language of the fourth proviso in the third sentence of section 
108 was designed to permit the reuse of reservations withdrawn as a result of 
the diversion of MAP ordered items to the military departments. The language 
is technically defective, however, in that no provision is made for the possibility 
that the particular appropriation from which the funds were allocated may have 
expired and that said funds may have been consolidated, as required by the 
fifth proviso, with the current fiscal year appropriation. The amendment cures 
this technical defect. 

(5) The fifth proviso in the third sentence of section 108 was designed to re- 
quire the consolidation of prior fiscal year funds, available for expenditure in the 
current fiscal year, with the appropriation for the current fiscal year. Some 
doubt has been raised, however, as to whether the present language would permit 
unobligated and unreserved balances of funds made available until December 
$1, 1958, by the Mutual Security Appropriation Act, 1958, to be consolidated with 
funds appropriated for fiscal year 1959. Substitution of “unexpended balances” 
for “specified amounts of unobligated balances” and insertion of the phrase 
“heretofore * * * made * * * available for use in the current fiscal year” make 
it clear that the balances of funds appropriated by the Mutual Security Appropri- 
tion Act, 1958, are to be consolidated with the current fiscal year account. Since 
section 108 is permanent legislation, the words “or hereafter” in the inserted 
phrase make this provision applicable to all similar situations which may arise 
in the future. The words “or continued” in the inserted phrase retain the existing 
requirement that unobligated and unreserved balances specifically continued 
available by the current fiscal year appropriation act are to be consolidated with 
the current fiscal year account. The word “unexpended” is substituted for 
“specified amounts of unobligated” (rather than simply striking the word “‘speci- 
fied” before “unobligated’”’) to provide for the possibility that unobligated and un- 
reserved balances of funds made available pursuant to the Mutual Security Ap- 
propriation Act, 1958, might be obligated between July 1, 1958, and the effective 
date of the Mutual Security Appropriation Act, 1959, which may be subsequent 
thereto. Since the words “unexpended” includes “amounts certified pursuant to 
section 1311 of the Supplemental Appropriation Act, 1955,” that phrase is deleted 
as redundant. Finally, insertion of the clause “which amounts are hereby con- 
tinued available for the same period as the appropriation with which such 
amounts are consolidated” makes explicit what is already implicit in the existing 
requirement that one consolidated account shall be used for transactions involvy- 
ing military assistance during the current fiscal year. 

(6) Substitution of “section” for “Act” in the sixth proviso of the third sen- 
tence corrects a technical defect in that section 108 is permanent legislation and 
the word “Act” has reference to the Mutual Security Appropriation Act, 1956. 


SECTION 108 AS IT IS PROPOSED TO BE AMENDED 


Sec. 108. Funds heretofore or hereafter allocated to the Department of 
Defense from any appropriation for military assistatice (including funds con- 
solidated with any such appropriation but excepting funds obligated directly 
against any such appropriation for offshore procurement or other purposes) 
shall be accounted for [by geographic area and by country] solely on the basis 
of the value of materials delivered and services performed (such value to be 
determined in accordance with the applicable provisions of law governing the 
administration of military assistance). Within the limits of amounts avail- 
able from funds so allocated, the Department of Defense is authorized to incur, 
in applicable appropriations, obligations in anticipation of reimbursement from 
kuch allocations, and no funds so allocated and available shall be withdrawn 
by administrative action until the Secretary of Defense shall certify that they 
are not required for liquidation of obligations so incurred. Unobligated 
amounts of such allocations equal to the value of orders placed with the mili- 
tary departments against such allocations shall be reserved and shall re- 
main available [during the two succeeding fiscal years] for two full fiscal years 
after the funds allocated have expired for obligation for making such reim- 
bursements (except in case of funds obligated directly against such alloca- 
tions) only upon the basis of materials delixered and services rendered: Pro- 
vided, That reports of items to be delivered against funds reserved as provided 
herein shall be furnished quarterly by the Secretary of Defense to the Com- 
mittees on Appropriations of the Senate and the House of Representatives, and 
not less often than once each quarter, said Secretary shall make a detailed 
report to the Committees on Appropriations of the Senate and the House of 
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Representatives, on a delivery or service-rendered basis, on all military as- 
sistance funds allocated and available to the Department of Defense as of 
the end of the preceding quarter: [Provided further, That no reimbursements 
for materials or services shall be made after June 30, 1955, until the value of 
materials delivered and services performed shall equal the expenditures made 
from all appropriations herein and heretofore made for military assistance as 
of said date: Provided, however, That not to exceed $302,000,000 of any re- 
imbursement heretofore made by the Air Force to military assistance appropria- 
tions as of June 30, 1955, pursuant to the provisions of this section shall be 
considered null and void and materials and services of an equivalent amount 
shall be delivered or performed by the Air Force for military assistance pur- 
poses without reimbursement :] Provided further, That in the event the Presi- 
dent shall determine that supplies and equipment ordered against funds so 
allocated are required for the defense of the United States, the amounts allo- 
eated for supplies and materials required for such purpose shall be returned 
to the appropriation from which allocated (or to the account with which any 
such amount may have been consolidated): Provided further, That funds ap- 
propriated under the authority of the Mutual Security Act of 1954, as amended 
for military assistance, [(] including [specified amounts of unobligated] un- 
expended balances heretofore or hereafter made or continued available for 
use in the current fiscal year and funds consolidated with any such appropria- 
tion [)], amounts certified pursuant to section 1311 of the Supplemental Ap- 
propriation Act, 1955] which amounts are hereby continued available for the 
same period as the appropriation with which such amounts are consolidated, 
and, where authoriezd by the President, funds made available to the Depart- 
ment of Defense under section 401 of the Mutual Security Act of 1954, as 
amended, shall be maintained in one account which shall be used for all trans- 
actions involving military assistance during the current fiscal year and no ex- 
pentitures shall be made from such account except as may be within the limits 
of the sum of the amounts mentioned in this proviso: Provided further, That 
nothing in this [Act]. section shall be construed as making any appropriation 
or fund available for obligation after the end of the current fiscal year except 
as may be necessary for reimbursements authorized herein. 


PERSONNEL PAID FROM MUTUAL SECURITY FUNDS 


Mr. Passman. Mr. Smith, what is the total number of employees 
paid from the mutual security appropriation ¢ 

Mr. Smirn. We have a table on that. You are asking for both 
militarv and nonmilitary ? 

Mr. Passman. Yes, military and nonmilitary. Give us military. 
T think you have already given us nonmilitary. 

Mr. Smirn. The table on page 7 in the document entitled “Inter- 
national Cooperation Administration replies to criticisms of the 
foreign aid program,” gives complete data on the personnel paid by 
mutual security funds as of December 31, 1957. T can read that into 
the record right now. 

There are 14,348 United States nationals included in the military 
and nonmilitary aspects. 

In addition to that. there are 8,096 foreign nationals. 

Mr. Passman. Making a grand total of 

Mr. Suir. 22,444. 

Mr. Passman. In the mutual security program ? 

Mr. Smirn. Yes, sir; as of December 31, 1957. 

(The following information was subsequently supplied :) 





Further research reveals that the total of 22,444 includes approximately 7,000 
military personnel whose salaries are not financed from mutual security funds. 


A revised statement of total personnel associated with the mutual security pro- 
gram appears subsequently on p. 166. 
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Mr. Passman. Do you anticipate an increase for fiscal year 1958 
over that number? If so, you may state the number and insert it in 
the record. 

Mr. Smirn. At this moment I am going to start speaking only for 
the nonmilitary side. I believe Mr. Shuff will speak for the military 
side, if you want those figures. 

Mr. Passman. What we are trying to do is to arrive at the total 
number of employees paid out of the mutual security program. 

How many people employed by contractors are paid from the 
mutual security appropriation ? 

Mr. Murpuy. I have that figure. 

Mr. Passman. The total will be satisfactory. 

Mr. Murreuy. As of February 28, 1958, United States nationals 
employed by contractors receiving ICA program funds, 2,185. 

Mr. PassmMan. Would you add that to the figure just given to us? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Then that would make the total 24,000 plus, would 
it. not ? 

Mr. Murrny. 24,629. 


PERSONNEL ENGAGED IN MSA PROGRAM PAID FROM OTHER APPROPRIATIONS 


Mr. Passman. How many people employed in the State Depart- 
ment are actually engaged in administration of the mutual security 
program? And of that number, how m: iny are paid from appropria- 
tions to the State Department ? 

Mr. Murpny. 2,109 is the figure, sir. These are all paid from mu- 
tual security funds and represents authorized personnel as of Decem- 
ber 31, 1957, excluding personnel directly supporting the military 
assistance program. 

Mr. Passman. My question is, how many people employed in the 
State Department are actually engaged in administration of the mu- 
tual security program and paid out of the State Department appro- 
priation ¢ 

Mr. Mureny. That, sir, I cannot answer. This I will have to find 
out from the State Department. 

Mr. Passman. But you do have a number, do you not ? 

Mr. Murpny. I would think probably there are people in the State 
Department that do have some connection with our program, and who 
render assistance from time to time for which we do not pay. I am 
certain that is true of the Pentagon. 

Mr. Passman. That would be added to the number given to us in 
the previous answers? 

Mr. Murpnuy. It would be impossible to determine any number for 
that. because I know in the military they get services all the time from 
the three armed services, and on a day-to-day basis the number of peo- 
ple that are helping them on the military program probably undoubt- 
edly varies. 

Mr. Passman. The gentleman understands, of course, What we are 
trying to do is to ascertain the number of persons paid out of the 
mutual security appropriation. Then we are trying to find out how 
many employees in other agencies are paid out of some other appro- 
priation. Then put the grand total together. 
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og TEREST 


How many people employed in the Department of Defense are ac- 
tually engaged in administration of the mutual security program? 
Of that number, how many are paid from appropriations of the De- 
fense Department? 


Mr. Suaw. We have that information here, sir. In fiscal year 1957, 


the average military strength eanene’ to the military-assistance op- 
eration, both overseas and in the United States, totaled 7,548; in fiscal 


i i year 1958, the figure reduced to 7,373. In fiscal year 1959, we antici- 
B pate a total of 7,150. These are military personnel, not paid from this 
| appropriation. 


Mr. Passman. Are paid by the Defense Department, but employed 
‘ in the mutual security phase? 


Mr. Suaw. By military pay and allowances of the Department of 
Defense. 


Mr. Passman. Then that would be added to the other numbers given 
to us for other departments to get the grand total ? 

Mr. Saccto. We just wanted to be sure, Mr. Chairman, that we 
have not already given you that figure. In the list we gave you of 
22,000 there is a figure for military personnel in the Department of 
Defense which runs to 7,374. We want to check that to be sure we 
were not adding anything. 

Mr. PassmMan. We want you to reconcile those figures. We want 
to find out the total number of personnel in the mutual security pro- 
gram and what appropriation they are paid from. 


Mr. Saccio. I did not want to add 7,000 if it was covered. 
Mr. Passman. We want accurate figures, _ 
' 


(The following information was subsequently supplied :) 


PERSONNEL STRENGTH, UNITED STATES AND FOREIGN NATIONALS EMPLOYED BY 
UNITED STATES AGENCIES PARTICIPATING IN MSP ACTIVITIES 


The number of personnel previously mentioned as being employed on MSP 
activities as of December 31, 1957, was given at 22,444. A subsequent recheck 
indicates that this figure did not include, in some instances, personnel being reim- 
bursed from mutual security funds, nor were trust-fund personnel reflected. 
The revised figures are as follows: : 

The total number of personnel paid directly or indirectly from MSP funds 
as of December 31, 1957, is 29,485; estimate for June 30, 1958, 30,181. The 
number of personnel participating in MSP programs whose salaries are financed 
from non-MSP sources as of December 31, 1957, total 10,984; estimate for June 
30, 1958, 10,380. 

Of this latter group, the 10,984 is comprised of 8,379 military personnel par- 
ticipating directly or indirectly in MSP activities whose pay and statutory allow- 
ance are financed from military-department appropriations and 2,245 foreign 
nationals employed by ICA but whose salaries come principally from local- | 
currency trust funds advanced by the participating country and held in the ' 
accounts of the United States Treasury. 

The June 30, 1958, estimate of 10,380 represents 8,030 military personnel and 
2,350 foreign nationals also financed as indicated above. 

In the Department of State and the Department of Defense, some additional | 
personnel work, in some degree, on mutual security, but their number and the 
magnitude of their mutual security operations cannot be accurately estimated. 

There is no practical method for determining the number of individuals par- \ 
ticipating in MSP who work directly for, and under the auspiecs of, the par- 
ticipating country. 


FUNDING OF SEGMENTS OF MILITARY-ASSISTANCE PROGRAM 


Mr. Passman. Mr. Shaw, you have previously informed the commit- 
tee that it is the practice of the ISA to fund segments of approved 
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programs as they are finalized. Are these segments fully funded, or 
funded on an installment basis? 

Mr. Saaw. The Department of Defense, throughout its financial 
activities, funds only usable items. It is possible, depending upon 
how you interpret that question, to say that we only fund a part of a 
total requirement at a given time. Say that a country needs tanks, 
jeeps, and trucks. We may fund in one increment only the tanks or 
only the jeeps or only the trucks, but, to the extent we apply money, 
we apply it to usable, finished products. We do not advance money 
for a portion of work. 

Mr. Passman. It is not on an installment basis. You go ahead and 
fund, if it is for 50 tanks, you fund for the 50 tanks at 1 time? 

Mr. SHaw. We would not be able to get State Department approval 
of program unless it were a complete item in itself. 


ANNUAL COST OVERRUNS 


Mr. Passman. What has been your experience with annual cost 
overruns, say, for fiscal year 1956 and fiscal year 1957 ? 

Mr. Suaw. Our costs are based upon estimates in the beginning. 

Generally, I think that the ultimate results just about balance them- 
selves out. We have increases in prices, and in costs and we have 
decreases in costs. Since we pay for a large part of our material only 
at the time of delivery, there are adjustments made at that time. 

Mr. PassmMan. Then, this is really not firm so far as your department 
is concerned ? 

Mr. Suaw. We have total protection. 

Most of the material we get is not from new procurement. It is 
material previously purchased by the Army, Navy, and Air Force. 
The prices of that type of material are on the downward trend most of 
the time. 

Mr. Passman. Downward trend, which means that there would then 
possibly be an overrun on the pricing ? 

Mr. Suaw. The overrun being higher than we anticipated ? 

Mr. Passman. Yes. 

Mr. Suaw. In some instances but I think the overruns are balanced 
by the savings that might occur. 

Mr. Passman. It is true that the other agencies establish a price 
and you have no control ? 


NEGOTIATIONS ON PRICING OF MILITARY ITEMS 


Mr. Saw. No, sir. We do have control. We are in the office of 
the Secretary of Defense and we have just as much voice in the negoti- 
ations regarding price as the service has. This is all done on a 
standard basis throughout Department of Defense. These negotia- 
tions are run exactly the same as those which are run when the Army 
is trying to buy something from the Air Force, or the Air Force 
from the Marines. 

Mr. PassMAn. You do not fix the price yourself on this equipment. 
They fix the price. 

Mr. Suaw. But we know what those prices are. 

Mr. Passman. I am not questioning that. You do not actually fix 
the price. The other services that did the original procuring fixed 
the prices. 
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Mr. Suaw. In some instances, Mr. Shuff will actually fix the price, 
when he negotiates the price of an aircraft with the Air Force, he 
has the power to agree or disagree to the ultimate price. 

Mr. Passman. If the other agencies establish a certain price, you 
have no recourse other than to protest; is that correct! 

Mr. Suurr. No, sir. This is a matter of negotiation. If we find 
that we are negotiating a price that does not seem right to us, we can 
always say that we won’t buy. With this kind of purchasing power, 
1 think we get more equitable prices than we get inequitable prices. 

Mr. Passman. Do you have any record or instances, any numbers, 
where you have said “We won’t pay this”? You negotiate. Could 
you get some information on that? It would make a good record. 

Mr. Scuurr. I do not think of a file offhand, Mr. Chairman. May 
I investigate to _ if I can find a specific one? 

Mr. Passman. I shall not press the point. 

Then what you refer to would certainly be the exception and not 
the rule? 

Mr. Suurr. Yes, sir. I think it would be the exception because 
we have a formula which we have both agreed to, the Office of the 
Secretary of Defense and the various services have agreed to a for- 
mula. Normally this formula suffices. I will search the record and 
see if I can find one. 

Mr. Passman. If you will, let us have, say, 5 instances. This is a 
big program, a lot of purchasing going on, almost ever hour of the 
day, every day of the week. So pick us five cases, if you will, where 
they had quoted you a price and you protested and said “I won’t pay 
it,” and the matter is either in negotiation now, or has been negotiated, 
and state how much you were able to bring them down from their 
original estimate. 

Mr. Suurr. Allright, sir. 

(The following examples were subsequently supplied :) 


EXAMPLES OF DISAGREEMENT AS TO Prices To BE CHARGED MAP Fwunps For ITEMS 
To Br TRANSFERRED UNDER MAP 


C—46 AIRCRAFT 


The Department of the Air Force originally proposed that 18 C—46 aircraft 
be included in the fiscal year 1958 military assistance program as issues from 
service stock at an estimated cost of $4,860,000. The Office of the Assistant 
Secretary of Defense (ISA) deferred the 18 aircraft and queried the Air Force 
as to whether the C-46 aircraft were surplus to Air Force needs. The Air 
Force replied that the aircraft were not excess at the time they were programed 
but that as the result of subsequent OSD directed force reductions these C-46 
aircraft have been placed in storage, pending disposition. The Air Force recom- 
mended that the 18 aircraft be reinstated in the fiscal year 1958 military-assist- 
ance program at the estimated cost of $1,085,500 representing the estimated re- 
pair and rehabilitation costs only. This recommendation was approved by ISA. 


AN/URR, 13 RADIO 


The Department of the Navy originally recommended inclusion of 65 AN/URR, 
18 radios in the fiscal year 1958 military assistance program at an estimated 
cost of $1,350 each. These radios were to be supplied from service stocks. At 
the direction of OSD, the Navy reexamined its stock position and concluded 
that these 65 radios could be furnished as excess, i. e.. MAP funds will be 
charged with the repair and rehabilitation costs only, programed at $203 for 
each radio, 
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HOWITZER, 105 MILLIMETER, M2, ALL MODELS 


The second increment of the fiscal year 1958 military assistance program, as 
recommended by the Department of the Army, included 162 105 millimeter how- 
itzers, M2, to be furnished from service stocks at an estimated cost of $14,815 
each. The supply status of the item was questioned during the OSD review. 
Upon further investigation of the stock position of the 105 millimeter howitzer, 
M2, the Army agreed that the quantity required by MAP was, in fact, excess 
to Army requirements. This resulted in MAP funds being charged with only 
the repair and rehabilitation costs, estimated at $1,677 for each howitzer. 


FIRE CONTROL SYSTEM, AA, M33 


The Department of the Army recommended that 19 M33, AA, fire-control 
systems be included in the fiscal year 1958 military assistance program as serv- 
ice stock items to be furnished to MAP at an estimated cost of $373,878 per fire 
control system. During the OSD review of the Army recommendations, the 
Army was queried as to whether the M33, AA, fire control system was not in an 
excess stock position. The Army reviewed its stock position and agreed that 
the item should be priced as excess. The M33, AA, fire control system, there- 
fore, was included in the fiscal year 1958 military assistance program as an item 
to be furnished from excess with no charge to MAP appropriations except for 
the necessary repair and rehabilitation which was programed at $50,000 each. 


T-28 AIRCRAFT 


The Department of the Air Force originally proposed that the fiscal year 1958 
military assistance program include 22 T-28 aircraft for delivery to a certain 
country in the Far East. The aircraft was scheduled to be furnished to MAP 
from Air Force inventory. During the OSD review of the proposed fiscal year 
1958 program, the 22 aircraft were deferred. The Office of the Assistant Sec- 
retary of Defense (ISA) questioned the Air Force on the stock status of the 
T-28 aircraft. The Air Force replied to the effect that although the T—28’s were 
originally scheduled to be delivered from Air Foree inventory, the T-28’s had 
more recently become surplus to Air Force training requirements and therefore 
the Air Force was willing to transfer the items to MAP at the estimated repair 
and rehabilitation cost. These actions reduced the cost to MAP for these air- 
eraft by S540,0000. 


GAO REPORT ON IMPROPER PRACTICES 

Mr. Gary. Mr. Smith, we had a summary report from the GAO 
concerning one of the countries that is receiving assistance from the 
United States presented to us on yesterday. It disclosed some rather 
startling and disconcerting information. We were told that this 
report has also been delivered to the ICA. 

[ am happy to say that they informed this committee that they 
could find no instance in which a representative of the ICA had been 
guilty of fraud, but the ICA is unquestionably permitting practices 
in that country that are improper. They are practices by the govern- 
ment of the country and by those h: indling the fund within the coun- 
try, and yet the ICA has continued to advance money even though 
those conditions exist. 

I do not know whether your department or the State Department 
should tell us why that situation exists, but I think this committee 
would like to have a very full and complete statement from some 
representative of the Government as to why assistance is being con- 
tinued under those circumstances. 

Mr. Suir. While I am not familiar in detail with the situation, 
IT recognize the one you are speaking of, sir, and I would like to say 
this: I will have to go back in history a little bit. 
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RESPONSIBILITY FOR CONTINUANCE OF AID 


Mr. Gary. Let me ask you, should that be answered by the State 
ree or by you? Who determines whether that assistance 
shall continue? If it is to be answered by the State Department we 
would like for representatives of the State Department to tell us 
about it. 

Mr. Smiru. I had understood that at one time today the State 
Department was going to be here to discuss that question and then it 
was decided by the committee the question would not be asked this 


eens and therefore the State Department’s representatives are not 
ere. 


Mr. Passman. Off the record. 

(Off the record.) 

Mr. Barnes. I am Robert G. Barnes, Special Assistant for Mutual 
Security Coordination, in the Department of State. 

I think the question that you have raised, Mr. Gary, is properly 
one for the Department of State to answer. The considerations that 
governed in this particular case were applied primarily for reasons 
of overriding foreign policy, and I think that the answers to your ques- 
tions should properly come from senior representatives of the Depart- 
ment. 

It had been our intention this morning to bring before this com- | 
mittee Assistant Secretary of State Walter Robertson and his deputy, 
Mr. J. Graham Parsons, the former Ambassador to Laos. 

We understood last evening that you preferred not to get into this 
particular program this morning. Therefore, those gentlemen have 
not come. They will come before the committee at the time the Far 
Eastern area is discussed, or at any other time the committee desires. 

Mr. Gary. I will withhold my questioning until Mr. Robertson 
appears before the committee. 


TRANSPORTATION COSTS 


Mr. Shaw, are you prepared to discuss this transportation question 
with us? 

Mr. Suaw. What part of it, Mr. Gray? 

Mr. Gary. They have had a lot of discussion in the Foreign Affairs 
Committee on that subject. As I understand it, the GSA submitted 
a report to that committee in which they showed a very substantial 
savings by changing the method of handling the transportation of 
commodities. 

Now I understand that the change has been made with reference to a 
very small part of the commodities that are shipped overseas to the 
foreign countries, and that if similar practices were put into effect with 
reference to the entire program, a great amount of money could be 
saved on transportation alone. 

Mr. SHaw. I amsorry, Mr. Gary, I am not informed on this subject. | 

Mr. Gary. Is there any one present who is? 

Mr. Saccto. I think the reference is not to the military assistance 
program. It isto the economic program. 

Mr. Gary. That is correct, but I am told if the change were applied 
to the military assistance program we could save probably 10 or 15 
times—well, the way the information was given to me is that at the 
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present time the report of the GSA applied to about 20 percent of the 
materials that we were shipping overseas and if it were applied to the 
other 80 percent, that the savings would be 4 times as great as those 
that were made on the 20 percent. 

Mr. Saccio. I think the reference was solely to the economic side of 
the program, Mr. Gary, though there was some general discussion and 
a question asked as to whether the GSA had made any report on the 
military. They said that they had not studied the military trans- 
portation question at all. 

As to the economic side of the program, they did not report that 
there were any savings. They reported that they would like to study 
the problem to see whether savings could be effected. Five percent of 
the program is handled—the transportation, that is—is handled 
through GSA where GSA does the procurement for ICA. 

The rest of the transportation comes under the operations of ICA, 
which are conducted mainly through private channels, where the im- 
porter arranges for transportation with the supplier. 

The question raised was whether this 95 percent should be carried 
out by GSA. There were no conclusions, sir, in the report of the GSA. 
They said they wanted to study the matter, and this was agreeable to 
ICA, since ICA is just as anxious as GSA to make savings. 

There is, however, a policy question which comes under section 413 
of the act, in which ICA is directed to use private channels wherever 
possible. We have not come to any conclusion and we want to study 
this just as well as GSA does and we are doing that, starting fairly 
quickly now, and hope to have a report by September 1. 

Mr. Gary. You are studying it as to what now ? 

Mr. Saccro. As to the feasibility and possibility of making savings, 
first on the first 5 percent where we use GSA. 

Mr. Gary. I understood they say out of a total cost of $20 million 
they would save $2 million on the first 5 percent. 

Mr. Saccro. They have a rough estimate of 10 percent savings, but 
no studies have actually been made which support this. They talked 
of savings relating to transportation carried out for us, but those 
savings come about in negotiations that GSA has carried out with 
the carriers with whom they deal on the rates to be paid for the 
transportation. 

This is a procedure which ICA also follows. 

The real question in the record was whether this study should be 
made with the hope that savings would be accomplished, and Mr. 
Smith is very anxious that the study be carried out, but there were 
no findings. 

Mr. Gary. That is only as to the nonmilitary items? 

Mr. Saccto. That is true. 


DEFENSE DEPARTMENT TRANSPORTATION COSTS 


Mr. Gary. Is the Defense Department making a study, too? 

Mr. Saccro. There has been no request or recommendation from 
GSA that such a study should be made that I know of. At least none 
was mentioned in the House Foreign Affairs Committee discussion of 
this problem. 

Mr. Gary. How is your present transportation in Defense paid ? 
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Mr. SHaw. Mr. Gary, our shipments are handled by the normal 
processes available to the Army, Navy, and Air Force. I do not know 
the precise detail. I can tell you how we pay for it. 

Mr. Gary. Is the transportation arranged by the United States or 
by the foreign countries? My understanding was that some of the 
savings were due to the fact that the tr: ansportation in many instances, 
in the nonmilitary program, was arranged by the foreign countries, 
and the GSA thinks that a reduction can be effected by the United 
States arranging for that transportation itself. 

In the Defense Department who arranges the transportation, the 
Department of Defense or the foreign country ? 

Mr. Suaw. The Army, Navy, and Air Force are the agencies in 
Defense that arrange for the transport ation. In some instances, the 
material is picked up at United States ports by foreign ships at the 
cost of foreign governments. I do not know how extensive that is. In 
other instances, I am quite sure the United States military assistance 
program pays the cost of transporting the items to the recipient 
country. 

Those decisions are based upon the ability of the country to make 
contributions to its defense efforts, but the transportation problem is 
handled through the regular transportation facilities of the services. 

Mr. Gary. Mr. Chairman, I suggest that this might be a profitable 
project for our staff during the summer months, to make some special 
study of this whole transportation situation. 

Mr. Passman. Mr. Gary’s suggestion is a worthy one. I certainly 
hope some study can be made of it, at least a summary given the com- 
mittee before we mark up the bill. If it could be handled expedi- 
tiously that would please you, would it not? 

Mr. Gary. The sooner we can get the information the better. Do 
I understand a study is being made now on that subject ? 


PROPOSED TRANSPORTATION STUDY BY GSA AND ICA 


Mr. Saccto. GSA and ICA, with the concurrence of the Bureau of 
the Budget, are initiating a study on this question. It requires, at 
least in the judgment of the people who have started it, some time to 
complete, so that the figures are accurate and properly evaluated and 
the policy involved is also taken into account. The date has been set 
as September 1. 

Mr. Anprews. Will the gentleman yield? 

Mr. Gary. Yes. 


EXPENDITURES FOR TRANSPORTATION 


Mr. Anprews. I would like to find out, if we could, how much has 
been paid for transportation cost in some recent vear. 

Mr. Saccio. I think we have that figure. 

Mr. Anprews. That would be paid out of the appropriation in this 
bill. 

Mr. Gary. I think it would be well to show it for—— 

Mr. Anprews. Several years. 

Mr. Gary. Broken down for nonmilitary and military items. 


eS 


_ 
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(The following information was subsequently supplied :) 


Military assistance, transportation expenditures 


o - ———E - - — — — — — —— 





Actual 
sain at Estimated, 
1958 
1956 1957 
NN gr oe See eet a __| $38,655,143 | $41,435,354 | $58, 250, 000 
PONG  cdascncdediveti dco dbhe undiosedactouok aidan hata 2, 572, 955 ap ete ue | 2, 700, 000 
RW PO ccrcaqetuene eas va aiubenese aa 25, 884, 943 549, 135 | 29, 650, 000 
Total. hadaet Ae eee aba 67. 113, 041 73, 587, 505 90, 600, 000 


ICA ocean freight payments, fiscal years 1956, 1957, and estimate, fiscal year 1958 


{Millions of dollars] 


Payments | Payments 
for United for foreign- Total 
States-flag flag vessels 
vessels 
ipsa ce cited Ss sie eisai al cmubesehs i i hice 
} . 
Fiscal year 1956 (July 1, 5-June 30, 1956): | 
Freight cost f. 0. b. ts a. s. basis__ 49,7 20. 8 40.5 
Freight component c. f./e. i. f. contracts... . . 22.0 18.0 | 20.0 
TIN eink ices tliem nea : 71.7 38.8 | 110.5 
Fiscal year 1957 (July 1, 1956-June 30, 1957): | 
Freight cost f. o. b./f. a. s. basis ! 30.0 20. 0 50.0 
Freight component ec. f./e. i. f. contracts «37.0 33.0 70.0 
Tatal. sal 67.0 53. 0 120. 0 
Fiseal year 195 8 ‘July ‘1, 1957-June 30, 1958) 
Freight cost f. 0. b./f. a. s. basis 18. 0 7.0 25. 0 
Freight component c. f./c. i. f. contracts ; 40. 0 35.0 75.0 
Total... qosdas 58. 0 42.0 100. 0 
! Preliminary. 


2 Estimated. 

Source: ICA Controller's records 

Note.—These figures represent payments for freight in dollars by ICA. However, a large proportion 
of ICA-financed commodities shipped on foreign-flag vessels were carried at no cost to the program since 


ICA regulations prohibit the payment of freight for shipments on a foreign-flag vessel going to its own 
country. 


Mr. Passman. If it has been established that this is a very proper 
and profitable recommendation by my former chairman and my chair- 
man on another committee, if it has been established that you effect 
savings on 20 percent of the movements, I wonder why that same 
criteria could not be applied to the other 80 percent. Why would it 
necessitate any lengthy investigations if it has been established that 
it is successful and it saves money ? 

Mr. Saccio. Mr. Chairman, I don’t think it has been established that 
such a savings was effected. The savings referred to by the GSA in 
its report referred to cases where they assumed that a central agency 
of the Government undertook all transportation operations. In such 
cases it would be in a stronger position to bargain with the supplier 
of transportation. 

This is subject to some question, It is not really resolved. And 
that is the only savings that they refer to. 

On the latter part, the second part of the report, which refers to 
95 percent of the transportation which is carried out by private im 
porters during the course of the Soe oe Oana imports programs 
of ICA, the suggestion is that GSA do all of that. 
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There is a serious question whether we would want to organize and 
centralize all transportation services in GSA, when there are involved 
the importers of some 60 nations and suppliers from all over the United 
States; to establish a system so that shiploads can be shipped at a 
time, instead of according to what the importer wants on a purchase- 
by-purchase basis. 


eR I ene TH 


Hi USE OF PRIVATE CHANNELS OF TRADE FOR MAKING SHIPMENTS 


The Congress has directed us in section 413 of the act that in carry- 
ing out the mutual security program we use private channels of trade 
| as much as possible ; that we should give incentive to the private invest- 
t | ment and the use of private channels in carrying our trade, because at 
some future date, presumably, these people will have to be doing this 
themselves on their own. 

This is part of the objective of the program: to see that private 
business does its part and not have us doing everything they are sup- 
posed to do in aiding and building up the economies of the recipient 
countries. 

I don’t know that that question can be resolved very quickly but 
at least people who are doing the work did not think they would com- 
plete the work by September 1. 

Mr. Passman. It is worthy of study. 

Mr. Saccto. Yes, sir. 

Mr. Passman. And also expeditious handling if money can be saved. 

Mr. Smiru. That is correct. 

Mr. Floete of the GSA and myself are very strongly in favor of 
having this study completed as soon as possible but it does involve 
having a look at the basic philosophy in section 413 of the act. 


IMPROPER PRACTICES IN CONDUCT OF PROGRAM 


Mr. Auexanper. Mr. Smith, Mr. Gary has brought up a subject ) 
in regard to country X and the situation with which we are all fairly 
familiar. Does that same situation to some extent carry over into 
countries A, B, and C, which adjoin that country ? 

Mr. Smirn. I don’t believe so. 

Mr. Atexanper. You do not have any information that it does? 

Is that right or not? 

Mr. Smiru. The situation that Mr. Gary referred to in one particn- 
lar country is a very extreme situation and a very undesirable one. 

Mr. Auexanper. Do you know if this same type thing is going on 
in countries A, B, and C? 


BLACK MARKETS IN CURRENCY 


Mr. Smiru. To the same degree, not at all, no, sir. Wherever you 
have a difference of substantial proportions between the free market 
rate of a currency and the official rate, you have the problem of some 
people taking advantage of the situation and profiting by it. This 
is a situation we do not like to see develop at all, a so-called black 
market situation in the currency, and it is one of the things we are 
doing our utmost to avoid. We have been successful in eliminating 
it in several countries. 
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Mr. ALExaNpDER. Do you know of instances in these countries that 
haven’t been corrected and which are still continuing that are of the 
same nature and are as rampant in country X ¢ 

Mr. Smiru. I would hesitate to say that I know of any specific ex- 
amples. I assume there are examples from time to time where people 
have profited—the local people in these countries have profited—by 
taking advantage of the exchange rate. 

Mr. Avexanpber. In other words, you are saying ICA doesn’t know 
of such instance ? 

Mr. Smirn. I am saying I personally do not know of those in- 
stances. 

ESTIMATED UNOBLIGATED AND UNEXPENDED BALANCES 


Mr. WiacteswortH. From page 26 of your statement, Mr. Director, 
I understand that you indicate that as of June 30, 1959, there is an 
estimated unobligated balance of $300.1 million, all of which is in 
respect to the Development Loan Fund, and you also indicate that as 
of the same date there is an estimated unexpended balance of $2,288,- 
500,000, as against estimated expenditure of $1,677,000,000? Is that 
correct 

Mr. Smiru. That is correct. 

Mr. Wiceieswortu. How much of that 2 billion 2, if any, is reflected 
in the Development Loan Fund? 

Mr. Smiru. $740 million. 

Mr. WiccetswortH. So if we deduct that from the $2,288 million 
you will have something like $1,548 million ? 

Mr. Smiru. Yes, sir. 

Mr. WieaLeswortH. Against an expenditure of $1,677 million, or 
less than a 1 year pipeline which we have been told is essential in the 
economic assistance picture overall ? 

Mr. Smirn. Mr. Murphy would like to make a brief remark on 
your figures first, Mr. Wigglesworth. 

Mr. Mureuy. The $1,677 million expenditure figure includes an esti- 
mate of $175 million of expenditures under DLF. If you are going 
to compare the figure of $1.548 billion unexpended the proper figure 
of expenditure to compare it to would be $1.502 billion. Nevertheless 
your assumption turns out to be correct. 

Mr. Wiccrteswortu. There is less than a year’s pipeline. 

Mr. Smirn. Yes. 

This is quite an achievement. The pipeline has been running sub- 
stantially over this in prior years. 

I feel now, on the basis of my fairly limited experience as director, 
if we can keep the pipeline down to a year this would be reasonable 
period. 

Mr. Wiceteswortn. I am not sure just what has been put into the 
record in view of the time which has elapsed since you made your 
initial statement. I would like to pull a few figures together at one 
point if I can. Iam sure they are included in the various tables sub- 
mitted but I would like to consolidate them. 


DEFENSE SUPPORT 


With reference to defense support you are requesting $835 million 
for 12 countries, 80 percent of the request being with respect to 5 
25164—58——12 
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countries on the periphery of Russia—Turkey, Pakistan, Vietnam, 
Taiwan, and Korea? 

Mr. Smiru. Yes, sir. 

Mr. WiceteswortH. What was the comparable figure in the current 
fiscal year? Was it $725 million? 

Mr. Smrru. The: appropriation made available by Congress for those 
five particular countries in the current year ? 

Mr. WiccLeswortu. For defense support. 

Mr. Smiru. The figure that is comparable to $835 million ? 

Mr. Wiceiteswortn. Yes. 

Mr. Smirn. $728,950,000. 

Mr. Wiccteswortu. Off the record. 

( Discussion held off the record.) 
d Mr. WiaeiteswortH. Do we have an obligation figure as of the most 
recent date against that $728.9 million ? 

Mr. Murpnuy. The cumulative obligations, Mr. Wigglesworth, as 
of April 30, based on our flash report, is $611,505,000. 

Mr. Wiceiteswortu. At page 127 of the worldwide summary, under 
the heading “Defense Support,” you show sums carried over from 
fiscal 1957 and fiscal 1958 plus new appropriations by the Congress, 
and a total availability of $728,950,000. | 

Mr. Mureny. That is correct, taking into account appropriation 
transfers and adjustments for comparability to the fiscal year 1959 
request. 

Mr. Wiccieswortu. Against which you estimate obligations for the 
year in the same amount; in other words, no unobligated or unre- 
served balance ? 

Mr. Mourpuy. That is correct, sir. 

Mr. Wiccieswortru. Could you carry that forward through fiscal 
1959, so the same data will be reflected on an estimated basis? 

Mr. Mureny. Yes, sir. Appropriation request is for $835 million, 
and, at this point, Mr. Wigglesworth, we expect to fully obligate it 
during fiscal year 1959. We would, therefore, have no unobligated 
balance on June 30, 1959. 
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UNEXPENDED BALANCE OF DEFENSE SUPPORT FUNDS 


Mr. Passman. What will be the amounts of the unexpended bal- 
ances ¢ 

Mr. Murrpny. Defense support, June 30, 1958, Mr. Chairman, our 
estimate is $910,688,000. 

Mr. Passman. Almost $1 billion. 

Mr. Moureny. On June 30, 1959, sir, the estimate is $856,736,000. 

Mr. Passman. You don’t even know what you will have for fiscal 
1959. Howcan you project that? 

Mr. Murrnuy. Obviously, we must make assumptions. 

Mr. Passman. You will have almost $1 billion unexpended in de- 
fense support as of June 30, 1958? 

Mr. Murrny. Yes, sir. That represents a reduction of about 
quarter billion dollars from the previous year. 

Mr. Wieeresworrn. All of this will be obligated ¢ 

Mr. Murprry. That is our expectation, sir. 

Mr. Wicerrswortu. Will there be other funds available in 1959, 
in addition to the new money requested here, and, if so, how much? 
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Mr. Mourpuy. Yes, sir. The Development Loan Fund includes—— 

Mr. WiceieswortH. Talking about defense support. 

Mr. Murerny. In defense support, at this point there is no request 
for any reappropriation of unobligated balances. 

Mr. WiccLeswortnu. You told.us this appropriation was reduced 
by about $175 million last year ? 

Mr. Murry. Through the entire process of the Congress. The 
President’s request for ‘authorization was $900 million, and the final 
appropriation was $725 million. There were reductions made in both 
the authorization and appropriation process. 

Mr. Wicceswortn. And Mr. Smith has pointed out on page 6 the 
results of that action. 


SPECIAL ASSISTANCE 


Turning to “Special assistance,” the request, as I understand it, 
is for $212 million compared with a comparable figure in the current 
year of $225 million. Is that right? 

Mr. Mureny. We have a problem here, sir. I will try to keep it 
as simple as possible The “Special assistance” appropriation last 
year, you will probably recall, included the contingency fund. 

Mr. Wiceiesworrn. That is what I wanted to clear up. 

Mr. Mureny. The comparable figure for obligations which we 
will call special assistance 

Mr. Wicetesworrn. In 1958. 

Mr. Murpny. In 1958, which were expected to be incurred during 
fiscal year 1958, is $207,363,000. The request for fiscal 1959 is, as you 
indicated, $212 ‘million. 

Mr. WiceieswortH. Can you give us an obligation figure against 
that $207 million as of some recent date? 

Mr. Mureny. I have an approximation at this time which I would 
like to make absolutely accurate for the record later. The estimate 
as of March 31 was approximately $85 million. 

The reason I cannot give you a precise figure is because both State 
and ICA are using these funds, as well as the Export-Import Bank. 
I will have to add up the three. 

(The following information was supplied later :) 

According to preliminary reports, obligation through April 30, 1958, under 
the fiscal year 1958 “Special Assistance” appropriation totaled $108.9 million. 

Mr. Wiccieswortn. Looking again at the table on page 127 of the 
worldwide summary statements, you apparently had some additional 
funds in addition to the appropriation granted ? 

Mr. Murpny. Yes, sir. We had $950,000 worth of reimbursements 
expected for the year, and, in addition, because of the change in 
definitions in fiscal year 1959 where certain countries which were 
called defense support in fiscal year 1958 are being switched over, 
we had a comparative transfer of $42,210,000. 

Mr. WiceteswortH. You expect all of that to be obligated as of 
June 30? 

Mr. Murrpny. Yes, sir. If there is any unobligated, it will be ex- 
tremely small. At this point we expect substantially full obligations. 

Mr. Wiccteswortn. Will you carry that statement forward through 
fiscal 1959, also, when you revise your remarks? 

Mr. Morpny. Yes, sir. The request for fiscal 1959, sir, is $212 
million. It does not, in fiscal year 1959, include contingency funds. 
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Every dollar is for programed items. At this point it is the estimate 
of the executive branch it will be fully obligated. 

Mr. Wicciesworrn. Including any additoinal funds which may be 
available? 

Mr. Murrny. Yes, sir. 

Mr. Wicctesworrn. That request last year was cut about $75 mil- 
lion, was it not? 

Mr. Morrny. Yes, sir. Total was $300 million, and the actual 
amount appropriated was $225 million. 

r. WiccLteswortu. The Director has given us some comment on 

the results of that at page 11 of his statement. 


CONTINGENCY FUND 


What about the contingency picture here? You are requesting 
$200 million this year from the contingency fund. To what figure 
should that be compared in 1958? 

Mr. Murruy. The figure I would compare it with is $145 million. 
I would like to explain why it is that figure. 

It goes back to the item we just talked about. The Executive 
request was $300 million for special assistance and contingency pur- 
poses for 1958; $100 million of the $300 million was specifically pro- 
gramed, and the remaining $200 million was for contingency items. 

When the Congress appropriated $225 million, the executive branch 
made a 20 percent cut in the $100 million worth of programed items, 
reducing the actual amount used in fiscal year 1958 to $80 million. So 
the $145 million of which I speak is the residue of the $225 million 
appropriation after the $80 million which was applied to programed 
items has been subtracted. 

Mr. WiceteswortH. What is the story in terms of obligation against 
that $145 million ? 

Mr. Morpny. It is included in the obligation ae I gave you a 
little while ago, the $85 million, which is the total obligation through 
March 31 for “Special assistance” appropriation during fiscal 1958. 
It is part of that item during fiscal year 1958. 

Mr. Wicereswortu. In other words, the $85 million is against 
th 


1e0—— 

Mr. Morpny. $207 million. 

Mr. Wiccteswortn. Is against the total of $207 million plus $145 
million ? 

Mr. Murrny. No, sir; it is not against $207 million plus $145 mil- 
lion. It is the total, really, against the $225 million. The $207 mil- 
lion has some comparative transfers from defense support because of 
the change in definition, and in order to give the committee, in accord- 
ance with the Budget and Accounting Act, a true comparison between 
the request for 1959 and the actual use of funds in fiscal year 1958 
without regard to which appropriation was involved, we had to bring 
these comparative transfers in. ; 

Mr. WicecrteswortHu. Will $145 million provided for contingencies 
in fiscal 1958 be fully obligated in the current fiscal year or not? 

Mr. Murery. Substantially. As of 2 weeks ago, when I last looked 
at the account, the total uncommitted funds in the $145 million were 
only $13 million. 
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At the same time we had a list of some $35 million worth of items 
which we — have to move on in this fiscal year, so my expectation 
is that we will fully utilize the $13 million. 


TECHNICAL COOPERATION 


Mr. Wicctrswortnu. In “Technical cooperation” you are requesting 
$163.5 million this year. What is the comparable figure in the cur- 
rent fiscal year ? 

Mr. Mourpuy. The request for $163 million includes both multi- 
lateral and bilateral programs. It will be easier, if you do not object, 
if I handle them separately. 

Mr. Wiacteswortn. All right. 

Mr. Mourruy. The request includes $142 million for bilateral pro- 
rams. That figure compares to an availability in fiscal year 1958 of 
130.8 million, which consists of the money which was specifically ap- 

propriated and continued available for “Technical cooperation” plus 
$2 million of transfers from the contingency fund for technical-coop- 
eration purposes. 

Mr. WiceieswortH. What is the obligation against that $130.8 
million ? 

Mr. Morrny. As of April 30 our flash report indicates cumulative 
obligations of $84,008,000. 

Mr. Wiceieswortu. How much of that will be unobligated at the 
end of the year, if any? 

Mr. Morruy. There again we are expecting substantially complete 
—— of the account by June 30. 

r. WiccteswortH. That request was cut about $27 million, some 
17 percent ? 

r. Mureuy. The request was $151.9 million which was fully au- 
thorized, and the amount of the appropriation of new funds was $125 
million. 

Mr. Wiccteswortu. Off the record. 

(Discussion held off the record.) 


OTHER PROGRAMS 


Mr. Wiceteswortu. What about the other programs for which there 
seems to be a request of $106 million as compared to $113 million? Are 
those amounts right ? 

Mr. Mourrny. I am not sure I know which figure you are referring 
to now, Mr. Wigglesworth. 

Mr. Wicciteswortu. Your request for other programs. 

Mr. Morrny. The $106 million is the amount for other items ex- 
clusive of the contingency fund of $200 million. 

Mr. Wiccteswortu. That is a slight reduction as compared with 
last year’s appropriation of $113 million? 

Mr. Morpny. Yes, sir; that is correct, excluding $93.8 million of 
prior-year funds continued available in fiscal year 1958 for the Asian 
economic development fund. 

Mr. Wiccteswortu. What is the obligation picture here? 








180 


UNOBLIGATED BALANCES JUNE 30, 1958 


Mr. Murruy. There are two accounts in that complex, Mr. Wig- 
glesworth, where we expect there will be some unobligated funds on 
June 30. One account is the “Palestine refugee” account, where our 
estimate is in the neighborhood of $214 million as of June 30, and the 
other is in the “Asian economic development” account which is the 
3-year fund of $100 million which Congress made available initially 
in fiscal year 1956. 

In that account our presentation book indicates an estimate of unob- 
ligated of $714 million. 

I should qualify that by saying that we expect to make an affirmative 
prevents tion of the status of this account just toward the end of the 
earings to give the committee the best picture we can of where we 
stand currently on the various multilateral projects that are under 


negotiation at the present time so that the committee will have the full 
flavor of the account. 


ADMINISTRATIVE EXPENSES 


Mr. Wiccreswortu. Is “Administrative expense” included in this 
figure ? 

Mr. Murrny. It is included in the “Other programs.” 

Mr. WicerirswortH. The request is for $33 million as compared 
with $30.5 million in the current year. Is that correct? 

Mr. Murrny. That is correct. 


INCREASE IN MUTUAL SECURITY FUNDS FOR AFRICA 


Mr. Miter. I notice that in the technical cooperation program by 
regions there has been a relatively gradual increase so far as Africa 
is concerned. In 1957 it was $9 million and the program for 1959 
is $14 million. I was interested in noting that when it comes to special 
assistance there is a very considerable increase. There was nothing in 
1957 and in 1958 there was $52 million and in 1959 it is approximately 
$83 million. 

What is the reason for that pattern ? 

Also I might say that in “Defense support” there is nothing as of 
the last 2 years, although there was an item in 1957 which was rather 
small. Was that for Egypt ? 

Mr. Murrny. No, sir. We never have had a defense support pro- 
gram there. 

Mr. Mititer. What was the “Defense support” item ? 

Mr. Murrny. Ethiopia, sir. 

First of all, the reason there was nothing shown in “Special assist- 
ance” for 1957 is because that is a brandnew category of assistance. 


SPECIAL ASSISTANCE PROGRAM IN MOROCCO 


Mr. Miuirr. I understood that, but you have to take the two to- 
gether in order to get the picture. It seems like a sharp rise in special 
assistance, and I wondered about the circumstances calling for that. 

Mr. Suitu. It is principally Morocco. 

Mr. Miter. Principally Morocco? 

Mr. Smiru. Yes, sir. You will recall the change in the status of 
Morocco, which achieved its independence. We also have the Strategic 
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Air Force bases there which require a substantial program for that 
country. 

At this moment we are in the process of negotiating an agreement 
with Morocco which has not yet been concluded so the oblig: ation of 
funds there has not yet taken place. It presents us with a very serious 
problem at the moment. 

Mr. Mitter. That is the need for the sharp increase in the program 
as compared to last year, and apparently there was nothing in 1957? 

Mr. Sarru. Morocco, Libya, Tunisia and Ethiopia account for the 
main part of those funds. As you know, Morocco, Libya and Ethiopia 
have bases of importance. In fiscal year 1958 programs for these 
countries were under “Defense support.” 

Mr. Miuuer. There has been no marked change in programing. 
Technical assistance is up $4 million apparently over last year. Did 
that have to do with places like Ghana? 

Mr. Smiru. The technical cooperation program. 

Mr. Mriier. And special assistance is largely in places where we 
have bases, such as Morocco, Libya, and Ethiopia? 

Mr. Smiru. We have military bases in countries which are not allied 
to us in the military sense. 

Mr. Mitxer. That is all, Mr. Chairman. 


HISTORY OF TECHNICAL AID PROGRAMS 


Mr. Passman. In what year did we start the United States technical 
aid program as such ? 

Mr. Murrny. You can get differing answers on that question. 

Mr. Passman. Let us have your answer. 

Mr. Murpiy. The point 4 program, which is where I first became 
familiar with it, grew out of President Truman’s inaugural address 
in 1950, I believe. 

Actually in fact, however, there had been a program very similar to 
it running since 1942 in Latin America. 

Mr. Passman. Let us pick up this program as we know it now, 
United States technical aid. When did it start? 

Mr. Murrny. With the Act for International Development. I be- 
lieve that act was passed in 1950. 

Mr. PassmMAN. Fiscal 1951 was the first year of it? 

Mr. Murrny. The first year it got underway. 

Mr. Passman. What appropriation did you have for that year? 

Mr. Murruy. I would have to research this to be sure. 

Mr. Passman. How about 1952? 

Mr. Murpuy. It would be presumptuous to give you that. 

Mr. Passman. How about 1955? 

Mr. Murenuy. Now you are getting closer. 

Mr. Passman. How far back can you go? 

Mr. Murreuy. Let me check it, sir. 

Mr. Passman. I should like you to go back as far as you can by 
year. This morning, however, we shall accept just what you have here. 
Give us the first year for which you have figures. 

Mr. Murruy. This table starts with World War II, but it would 
take a lot of the committee’s time for me to find this, Mr. Chairman. 
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In 1955 the appropriation for technical cooperation was $116.5 
million, including multilateral technical cooperation programs. That 
is for that fiscal year. 

Mr. Passman. You have no figures earlier than that? 

Mr. Murry. I do if you want me to take the time. 

Mr. Passman. Yes. I hope the members will bear with me. 

Mr. Mourpuy. In 1954 it was appropriated by geographic area and 
not worldwide. I will have to add that up. 

Mr. Passman. Please prepare for the record, from the inception of 
the program, the amount of the request, the authorization, the appro- 
priation by year up to the present time. 

You said $116 million for fiscal 1955? 

Mr. Morpny. Fiscal year 1955. 

Mr. PassMan. Insert the table showing the request, authorization, 
and the appropriation at a later date. Give us now just what you 
have before you. 

Mr. Gary. Off the record. 

(Discussion held off the record. 

Mr. Passman. What do you find for 1956 now ? 

Mr. Mourpny. $127.5 million was the bilateral. 

Mr. Passman. Let us deal with just the one. 

Mr. Morpny. $127.5 million, Mr. Chairman. 

Mr. PassMan. That was for fiscal 1956? 

Mr. Morpny. Yes, sir. 

Mr. Passman. You had unobligated funds at the end of that year, 
did you not? 

Mr. Mourpuy. Some small amount, I believe. 

Mr. Passman. What was that appropriation for fiscal 1957 ? 

Mr. Murrny. The figure I have here is $152 million but I am afraid 
it includes the multilateral. I know you do not want that. 

Mr. PassMan. We do not want that. 

Did you have any unobligated funds in the program at the close 
of fiscal 1957 ? 

Mr. Moreny. Yes, sir. 

Mr. Passman. How much? 

Mr. Morrny. I think the total was approximately $16 million. Let 
me check it for you, sir. 

$16.663 million. 

Mr. Passman. Unobligated at the end of the fiscal year? 

Mr. Moureny. That includes $12 million which you reappropriated. 

Mr. PassmMaAn. We are not interested in what we reappropriated. 
We are interested in the amount you had unobligated which would 
have lapsed if we had not reappropriated. 

Mr. Mourpuy. $16.663 million is the answer. 

Mr. Passman. This fund is growing each year and the request is 
larger? 

Mr. Mourrny. That is right. 

Mr. Passman. How many nations receiving this type of aid did you 
have at the beginning? 

Mr. Mourpny. I don’t have that here. 

Mr. Passman. How many do you have now ? 

Mr. Mureny. I can furnish you that information later, Mr. 
Chairman. 
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Mr. Passman. Show us, from when this program started, the num- 
ber of personnel, the number of countries, and Teint us up completely 
through fiscal 1958. 

Mr. Murruy. I am advised the number of countries for fiscal year 
1959 is 52. 

Mr. Passman. As we are asking for a complete table from the time 
this started as an infant to the time it grew to be a giant, please give 
us the data completely. 

Mr. Mureuy. All right, sir. 

(The following information was subsequently supplied :) 


Morva. SEecuriry 


Bilateral technical cooperation 





|_ Number ef 
United States 
Number of | technicians 





Amounts (in millions of dollars) 


| 
Fiscal year | 

















recipient on Board, 

Authoriza- | Authorized Appro- countries | end of fiscal 

tion request priated year in such 

| | countries 

| | | 
DUE ica tc cosndasbicadoestaeetin 112.1 117.1 105. 0 | 40 | 1,970 
nt tee tae tie 146. 5 | 146. 5 127. 5 45 | 2, 305 
BE aks cntha cin nice seta tlh ti xiii Aina egal | 140. 5 | 140. 5 135. 0 47 i 2, 467 
Be dik cselsSncedlhstin ddhandiiinniirtniadvediogiel 161.9 | 151.9 113.0 | 49 | 2, 903 
| 





Note.—Beginning with the ‘‘Marshall plan” in 1948 through fiscal year 1951 economic programs were 
conducted in the organization then known as the Economic Cooperation Administration, both in Europe 
and in the Far East. Certain activities in these programs can in broad general terms be associated with 
technical cooperation as it is currently defined. However, it was not until fiscal year 1951 that funds were 
expressly appropriated for point 4 or technical cooperation programs under the provisions of the act for 
international development which was approved June 5, 1950. For this purpose Congress appropriated 
$31.9 million for fiscal year 1951. These activities were conducted prior to the establishment of “mntual 
security’’ under the Mutual Security Act of 1951. From fiscal year 1952 through 1954 funds for “‘technical 
cooperation’? were not appropriated separately for this function with exception of programs in Latin 
America. Funds for other areas were included and commingled with appropriations made for other economic 
assistance purposes. Separate accounting records are not available segregating ‘‘technical cooperation” 
from economic assistance nor were the appropriations made in such a way that such a separation was feasi- 
ble. It was not until fiscal year 1955 that clear-cut technical assistance appropriations were made and the 
function redefined as it is now generally recognized. The above exhibit is, therefore, confined to appropris- 
tions for 1955 and subsequent years. 


UNEXPENDED BALANCE OF DEFENSE SUPPORT 


Mr. Passman. At what amount do you estimate the unexpended 
balance for “Defense support” as of June 30, 1958 ? 

Mr. Mourruy. $910 million. 

Mr. Passman. $910 million? 

Mr. Moreny. $910,688 million. 


BASIS FOR DEFENSE SUPPORT OBLIGATIONS 


Mr. Passman. On what basis do you obligate under this appropria- 
tion ¢ 

Mr. Mureuy. The appropriation is used for both project and non- 
project aid. The project aid explains itself. You are familiar with 
it and [am sure the rest of the committee is. 

Nonproject aid is the commodity import program. The obligation 
document in the former is the project agreement, or in the case of 
technicians and participants there is a later transaction. With the 
technician the money is obligated when we put him on the payroll. 

In the case of a participant 

Mr. Passman. Lam talking about defense support now. 
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Mr. Murpny. Yes, sir. 

In the case of a participant the obligation occurs at the time that 
the participant has been identified by name and we know what.course 
he will take, where he will go, and so forth. 

On the nonproject side, the commodity import program, the obliga- 
tion occurs when the U nited States Government issues a procurement 
authorization to the recipient country to enable it to go and buy, 
against United States account, specific commodities for import into 
that country, where they are free to proceed without any further 
check back with the United States Government. 

Mr. Passman. Under that part of the program you could very 
easily obligate the entire appropriation during the first part of the 
fiscal year / 

Mr. Mureny. Are you asking my agreement on that ? 

Mr. Passman. Is it not true that you can so obligate and in some 
instances you do? You have a specific amount for country X anda 
good part of it might be made available during the first part of the 
year ¢ 

Mr. Murprry. I would say this: Generally speaking our nonproject 
obligations do occur earlier than project obligations. They involve 
less negotiation. 

DEFENSE SUPPORT DEOBLIGATIONS 


Mr. Passman. What has been your experience with deobligations in 
defense support and whatever this program was called originally ? 

Mr. Murery. Because of the nature of the program the vast bulk 
of defense support, as I am sure you know, is in the commodity-import 
program. In this program we do experience deobligations. 

Mr. Passman. How much did you deobligate for fiscal 1956? 

Mr. Murrny. In 1956 the “Defense support” account was divided 
by geographic areas so I would have to give you the figures by area and 
then perhaps I can run a total on them. 

Mr. Passman. Run a total. We shall accept an estimate and then 
you may correct it. 

Mr. Murpny. Total deobligations in 1956 for Europe were $28.8 
million. 

For the Near East and Africa the total was $3.8 million. 

For Asia and the Pacific we had $86.9 million. 

T do not believe Latin America had any defense support; yes, that is 
correct. The total deobligations for defense support for fiscal year 
1956 were $119.5 million. 

Mr. Passman. Now for fiscal 1957? 

Mr. Mureny. Fiscal year 1957: Europe $8.4 million: Near East and 
Africa, $16 million; Asia, $60.3 million. The total was $84.7 million. 

Mr. Passman. Estimated for fiscal 1958 ? 

Mr. Murrnuy. Here I have incomplete figures for obvious reasons. 
These run through March 31. 

Mr. Passman. Give us what you have. 

Mr. Mureny. Europe $1.7 million; Near East and Africa $14.8 
million; Asia $51.8 million; Latin America $2 million. The total is 
$70.3 million. 


Mr. Passman. That was from the appropriation last year for fiscal] 
1958 through March? 
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Mr. Murpuy. That is the total deobligations through March in de- 
fense support, $70.3 million. 


EXPLANATION OF DEOBLIGATIONS 


1 would like very much, Mr. Chairman, if you will give me an 
opportunity to give you some explanation of how this occurs, it is 
very pertinent to one who tries to arrive at a judgment of the magni- 
tude here. 

I previously explained how the import programs worked generally. 

As I indicated earlier today, the obligation takes place ‘when the 
procurement authorization is issued. 

These procurement authorizations are usually issued to cover only 
one particular commodity code. We have a series of commodity codes 
which cover various commodities—textile machinery, industrial ma- 
chinery, cotton, and that kind of thing. 

These are issued to reflect. the best judgment of the country con- 
cerned and our mission as to the requirements for imports in that 
country in the ensuing period. 

It probably goes w ‘ithout saying, sir, that in making up an estimate 
like this for an import program it is almost unavoidable that there 
will be some areas where they will say “Well, $2 million for machine 
tools” and later on they will find out that the importers who nor- 
mally bring in machine tools perhaps place order for only $114 mil- 
lion or they might be deluged with order and have $4 million worth 
of requests. 

On the other hand, in another procurement authorization issued for 
cotton, the request for import licenses might be less or more again, so 
as the year progresses and the actual import requirements of the 
country develop, it is necessary for us to adjust the procurement 
authorizations to reflect the actual demand in the commercial market. 

When this happens, and when we reduce the machine-tool procure- 
ment authorization by a half-million dollars, and take it and put it 
over on cotton because there is a bigger demand, this is a deobligation. 
However, all we are doing as we go ‘through the year is adjusting our 
authorizations to meet actual market conditions in the country. 

Accountingwise it means we have to make a decrease in one and an 
increase in the other. That is the nature of these items generally that 
I am talking about. 

Mr. Passman. You say generally. There could be exceptions? 

Mr. Murpny. I said generally because I was describing the com- 
modity import program, and some of these are in the project sector 
and those come about in much the same way. 


CATEGORIES OF DEFENSE SUPPORT PROJECTS 


Mr. Passman. Under the “Defense support” anpropriation. please 
tell us any of these projects which would not apply in a country: 

Steam electric stations and plants, if they were approved. 

Mr. Murruy. I am afraid you are out of my area of competence. 

You will probably prove you are outside my area as you proceed, 
but I see nothing wrong with that item. 

Mr. Passman. Thermal electric powerplants. 

Mr. Murruy. Nothing wrong with that. 
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Hydroelectric powerplants. 


All right 

Turbogenerators. 
All right. 

Power transmission and distribution. 
All right. 

Powerplant surveys. 
All right. 

Powerplant extensions. 
All right. 

Drainage developments. 
All rig ht. 

eae well developments and improvements. 
All right. 

Flood control. 
All right. 

Forest and watershed management. 
All right. 

Irrigation pumps. 
All right. 

Ground-water development. 
All right. 

Agriculture drainage. 

All right. 

River-valley development. 

All right. 

Irrigation construction design. 

All right. 


Minerals development. 

All right. 

Water utilization. 

All right. 

Irrigation developments and extensions. 
All right. 

Soil surveys. 

All right. 

Soil-conservation programs. 

All right. 

Land reclamation. 

All right. 

Construction of reservoirs. 

All right. 

Antierosion projects. 

All right. 

Farm reclamation. 

All right. 

Construction of dams. 

All right. 

Soil conservation and land utilization. 
All right. 

Water resources planning development. 
All right. 

Tank irrigation. 
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Mr. Moureny. All right. 

Mr. Passman. Reforestation. 

Mr. Moreuy. All right. 

Mr. Passman. Underground-water surveys. 

Mr. Mureny. All right. 

Mr. PassMANn. Range improvements. 

Mr. Morpuy. All right. 

Mr. PassMan. Water-reconnaissance surveys. 

Mr. Moureny. All right. 

Mr. Passman. Water development. 

Mr. Morpny. All right. 

Mr. PassmMan. Land clearing and preparation. 

Mr. Morruy. All right. I see nothing objectionable in financing 
any of those items. 

Mr. Passman. In other words, defense support is actually economic 
aid ¢ 

Mr. Morpuy. Definitely. 


FUNDS FOR BUDGETARY SUPPORT 


Mr. PassmMan. What funds are included in the appropriation re- 
quest for budgetary support in the abstract ? 

Mr. Morpny. I would have to add it all up. I haven’t the figure 
now. 

(The information requested follows :) 


Funds included in the 1959 appropriation request for budgetary support in the 
abstract are estimated at $25 million. 


COUNTERPART FUNDS USED FOR MILITARY PURPOSES 


Mr. Passman. To what extent are counterpart funds being used 
for military purposes? 

Mr. Morpny. It will vary from country to country, sir. If you are 
asking me for a total figure at the moment, I would have to add it 
up, going through the figures. 

Mr. Passman. Please provide it for the record. 

(The information requested follows :) 


United States supervised or controlled foreign currency estimated to be used 
in fiscal year 1958 for military purposes 


{In thousands of dollars equivalent] 


Mutual security program source hi eal orcad doth ts eon ah cea) SD 
Public Law 480, title I, source._.....................- alia dene ela as 172, 124 
GE iain agar sca see erin ita Senainaicibiiaiantn salsa densa behest deieatca 620, 356 


ICA ROLE IN USE OF COUNTERPART FUNDS BY MILITARY 


Mr. Passman. What controls are available to ICA in this respect? 

Mr. Murpuy. Controls available to ICA ? 

Mr. Passman. Yes. 

Mr. Murrnuy. Normally on a military project, Mr. Chairman, the 
substance of the project is the responsibility of the Department of De- 
fense. In other words, they have the technicians who work on the 
design or the planning or the engineering with the other country, and 
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they have the responsibility generally for the review of the progress 
on the project, and so forth. 

In some countries, ICA makes available technical personnel to help 
them with the accounting part of the picture. In other words, we 
must approve the withdrawal of the counterpart funds by the other 
country before they can be used. We require reports from the other 
country as they are used. We require the right on the part of the 
United States Government to audit any accounts involved to be sure 
that they are using the money for the project and we can verify it. 

Generally speaking, there is a division of labor and we have the sit- 
uation pretty well covered. 


UNOBLIGATED BALANCE JUNE 30, 1958 


Mr. Passman. What do you estimate the total unobligated balance 
under the mutual security program will be June 30, 1958? Would 
you restate that for the record ? 

Mr. Murpeuy. $212 million, sir, $175 million of which would be—— 

Mr. Passman. It would be $212 million unobligated in the mutual 
security program ? 

Mr. Moureny. That is correct. 

Mr. Passman. Are you requesting the reappropriation of any of 
these sums? 

Mr. Mourpny. $200 million of it, sir, is automatically available with- 
out action by the Congress; $175 million is in the Development Loan 
Fund, which is no-year money; and $25 million is military assistance 
funds which by terms of last year’s act are available until December 
31, 1958. 

Mr. Passman. It is pretty well pinned down, is it not? 

Mr. Murpnuy. If you mean well programed, sir 

Mr. Passman. I do not mean well programed. I mean well covered 
so that we have no alternative. The money is available, and we 
could not retrieve it if we wanted to. 

I do not mean to ask an unfair question. I do not like this business 
of appropriating beyond 1 year. We do not do much of it for our own 
agencies. 





BALANCE OF COUNTERPART FUNDS 


What is the current total balance of counterpart funds under 
United States control ? 

Mr. Murpeny. As of June 30, 1958, Mr. Chairman, the unexpended 
balance of counterpart funds is estimated at $754 million equivalent, 
of which $262 million is expected to be frozen as an antphaanionter 
measure. 

Mr. Passman. What is the figure again ? 

Mr. Mureny. $754 million equivalent. 

Mr. Passman. That would be added to the soft currency funds in 
the statement given to us on June 30, 1957, at $1.994 billion ? 

Mr. Murpny. No, sir. First of all, you have two different dates. 
I gave you June 30, 1958, for the counterpart. 

Mr. Passman. Then would you state the total amount from all 
categories estimated for June 30, 1958 ? 
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TOTAL FOREIGN CURRENCY BALANCE 


Mr. Mureny. The total amount is $1.880 billion, of which $1.508 
billion, or 80 percent, is in 10 countries. 

Mr. Passman. Could you name those countries, or is that informa- 
tion classified ¢ 

Mr. Murrny. No, sir. I would be happy to name them. Korea, 
Yugoslavia, India, Spain, Greece, Turkey, Pakistan, Indonesia, Italy 
and China on Taiwan. 

Mr. Passman. Do we have any of those currencies in physical pos- 
session, or are they in banks? “Have they been placed to the credit 
of this country, or do we have some of it where we can look at it? 

Mr. Mureny. Of the $1.880 billion, sir, $854 million is estimated to 
be in Public Law 480, title 1, currencies which are owned by the United 
States and which would be in bank accounts under the control of the 
United States. An additional $242 million would be United States 
owned local currencies generated by the sale of agricultural surpluses 
under the mutual security program. The balance of $754 million of 
counterpart is owned by the other government, is in their bank ac- 
counts, and we exercise a veto power on the use to which it can be put. 

Mr. PassMANn. Some of those currencies could be spent? 

Mr. Murruy. Not without the consent of the country involved, 
Mr. Chairman. 

Mr. Passman. As a matter of fact, then, you have to spend that 
money in the country in which the currency was originally generated 
unless you get. their permission to spend it elsew here ? 

Mr. Mureny. Unless it is agreed when the sales program is in- 
augurated that some part of it will be used for exports to third 
countries, that is correct. 


HIGHWAY CONSTRUCTION IN CAMBODIA 


Mr. Passman. Mr. Smith, has it been brought to your attention 
that there have been reported irregularities in highway construction 
in Cambodia ? 

Mr. Smirnu. Yes, that has been brought to my attention, and the 
matter has been under investigation for some little time now. 

Mr. Passman. Is it your understanding that the contractor and 
the engineers on the project were both involved? 

Mr. Smiru. I would not want to say that I have come to any such 
conclusion. 

Mr. Passman. Has it been stated or reported that there could have 
been collusion between the contractor and the engineer? 

Mr. Smirn. There has been an allegation of that nature. 

Mr. Passman. Are those engineers ICA engineers / 

Mr. Smiru. They are employees under contract. 

Mr. Passman. Under contract by ICA? 

Have they been suspended temporarily until this matter can be 
clarified, or are they still under contract ‘with ICA? 

Mr. Smiru. I shall have to check this. 

Mr. Saccto. They are still under contract. There is no final deter- 
mination of what you referred to. I do not know whether there 
was really a charge, but some testimony was given before the Hardy 
subcommittee whic h indicated some underst: anding between the con- 
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tractor and the engineer, both of whom were financed by ICA. I do 
not know whether the committee has really come to any conclusion, 
and on the basis of the facts so far given to the committee I do not 
know that any conclusion can be reached. 

Mr. PassMAn. Has the investigation gone far enough to be referred 
to the Justice Department ? 

Mr. Saccto. No, sir. 

(Discussion off the record.) 

Mr. Passman. Do you have any knowledge that it has been referred 
to the Department of Justice? 

(Discussion off the record.) 

Mr. Passman. The allegations which have been brought to the 
attention of the Director of the ICA of collusion between the contrac- 
tor and the engineers isstill being investigated ? 

Mr. Smiru. Yes, sir. 

Mr. Passman. How long ago were the allegations made and brought 

to your attention ? 

Mr. Smiru. I do not recall the precise date because I do not think 
it came to us in the form of an allegation. 

Mr. Saccro. Our representatives were present at the hearing of the 
Subcommittee on Foreign Operations of the Government Operations 
Committee, at which time the staff of the committee developed infor- 
mation which had been obtained through the records of the con- 
tractors and the engineers. We became aware of it at that time, and 
we are waiting particularly for a conclusion by the committee to 
determine what ICA will i We are not sure that the committee 
itself will come to any conclusion which is unfavorable in the first 
case we were discussing, because possibly the contractor may explain 
the letters which passed between the contractor and the engineer. 

Mr. Passman. How long ago was the incident? When was it 
brought to your attention ? 

Mr. Saccro. I think that occurred last month sometime, sir. I am 
not sure of the date. 

Mr. Passman. How far have you gone in investigating the matter? 

Mr. Saccro. A member of our staff has been in daily attendance 
at the hearings and the investigation. Ultimately, as soon as it is 
completed, we expect a report so that we will have a full picture of the 
evidence. You understand that this investigation or the inquiry of 
the Hardy subcommittee has ranged over a good number of items and 
in many countries in southeast Asia, and we have been cooperating 
with them and giving them all the information and records that we 
have, and in fact we had a man in attendance to assist the subcom- 
mittee when it made its trip to the southeast Asia area. 

Mr. Passman. Are you getting any reports on this project from 
your own people who are out there on the job? 

Mr. Saccro. We have a tremendous lot of documents in the matter. 

Mr. Passman. I mean on this specific case, have you received a 
report from the mission head in that country ? 

Mr. Saccro. I am afraid, Mr. Chairman, I cannot answer that of 
my own knowledge, because I have not been close enough to the 
operation. The man on my staff who has been doing this work reports 
to me as often as he can, but I do not really know the detail on this 
particular question, sir. 
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Mr. Passman. It isa very serious charge, is it not ? 

Mr. Saccto. That is right. 

Mr. Passman. I should think something like that would be handled 
with dispatch. You could get a report back in a matter of hours, 
could you not, if you asked for it? 

Mr. Sacco. Is this the statement about collusion ? 

Mr. Passman. Yes, about collusion between the contractor and the 
engineer. Would such a situation not warrant your department’s 
asking the ICA representative out there to give you an immediate 
report ? 

Mr. Saccto. I am not saying that we did not ask for it. I am just 
saying that I have no personal knowledge myself as to the steps which 
already have been taken. 

Mr. Passman. You understand this committee is trying to be help- 
ful. I should think the seriousness of the charge would warrant a 
call or a dispatch to the Ambassador and maybe the mission head 
asking them, “What do you know about this?” 

Mr. Saccio. We shall be happy to give you a fuller report than I 
now can personally give you of where the ICA stands, on the investi- 
gation. As I say, most of the time we have been working with the 
committee and its staff and being of direct help to them, including 
our own investigation by our mission in the field. 

Mr. Passman. Has one instance been brought to your attention that 
a project was being engineered and ICA at some level had established 
an estimate of the cost, and somehow this estimate had gotten into 
the hands of the contractor or the engineers in the United States, 
and that a bid had been placed almost identical to the estimate set 
up by ICA? 

Mr. Saccro. I am familiar with that allegation, and it is being 
investigated now. 

(Off the record.) 

Mr. Passman. When was that brought to your attention ? 

Mr. Saccio. Yesterday, sir. 

Mr. PassmMANn. Just yesterday ? 

(Off the record.) 

Mr. Gary. Mr. Smith, one question on the record. I think you 
can answer this. 


CHECKING OF INVOICES FOR COMMODITIES 


Information has come to this committee that in Laos the ICA has 
the authority to check the invoices for the commodities which are sent 
in. We have been told that the invoices are in French and that the 
man who is doing the checking does not speak French and cannot 
read the invoices, and therefore he does not know whether they are 
correct or incorrect. Therefore, he has just approved all of them. 

Then, on the other hand, we have been told that your contracts with 
Laos for particular projects are in English, and the officials of Laos 
do not know what is in the contracts. 

Mr. Smirn. I have never heard this situation described before. 
Have you, Mr. Murphy ? 

Mr. Murrpny. I recognize the first item, I believe, as an item covered 
in the Wall Street Journal article where it was alleged that our repre- 
sentative participated in meetings of the committee which examined 
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the invoices and was unable to understand what was going on. I have 
been advised that that is not the case; that the man does have some 
knowledge of French and at all times is accompanied by a perfectly 
competent interpreter and is fully aware of the proceedings and the 
contents of the invoices. 

With respect to this other matter, Mr. Gary, I would not be at all 
surprised to find that there is a very limited knowledge of English in 
the Lao Government and in Laos generally. It is true that all of 
our forms, our project agreements, for example, and so forth, are all 
printed in English. 

Mr. Gary. Do you not think in that case they should be printed both 
in English and in French ? 

Mr. Mourpny. I was about to say I was also under the impression, 
which I shall have to verify, that it is customary to translate these 
provisions into the language of the country and to go over them gen- 
erally, because they are standard provisions. Once you have agreed 
on them, they are used repeatedly in project after project. I would 
be very much surprised if the situation were that the Lao Govern- 
ment officials who were placing their signatures on these documents 
have not had a translation into French of these English provisions. 

Mr. Gary. It seems to me they certainly should have, and that is 
the reason I am raising the question right now. That is a direct mat- 
ter of administration. If the information we have is correct, it ought 
to be corrected immediately. 

Mr. Morpxry. I could not agree more, sir. 

Mr. Gary. The man who is delegated to approve invoices should 
know what is in the invoices. Otherwise, there Is no use in delegating 
him. To the contrary, if we are making a contract with a country, it 
ought to be put in language which that country can understand so 
there can be no misunderstanding of its content. 

(Off the record.) 

Mr. Suir. I did stress during my presentation, Mr. Gary, the 
necessity for improving our own language competence and equally, on 
the other hand, we must help some of these other countries’ officials to 
learn English so we can have a better exchange and clearer understand- 
ing of what we are trying to do in this program. 


NEED FOR JOINT PLANNING OF PROJECTS 


Mr. PassMAn. Suppose a man of unimpeachable integrity and with 
complete knowledge of the situation should state for the record that 
in working out a budget for country B his eyes would drift over to the 
right column and he would observe figures there and he was asked, 
“What do those figures represent?” and he answered, “Mr. Premier, 
that is for a highway in your country.” “What? You are going to 
build a highway here?” Even the head of the country had no knowl- 
edge that we had planned to build a highway in this country. 

If that could be established as factual, would it not be a disappoint- 
ing condition and something which should be corrected? Even under 
extreme circumstances you would not want such matters tolerated, 
would you, that the prime minister or the premier of the country actu- 
ally did not know what we had planned to build in his own country, 
and was very much surprised to find out that this list of dollars rep- 
resented a road that you were going to build in his country ? 
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Mr. Smira. Certainly this would be a very undesirable situation 
where the head of the state was not aware generally of the plans which 
were being worked up by our own people and his people in his country, 
because it might easily furn up that we were suggesting a program 
which did not fit in with his own thinking. 

By this I do not mean to say that what he considered absolutely a 
necessity in his country is the thing we are going to do. We must 
arrive at these decisions on projects by mutual agreement, and this is a 
very difficult thing to do because we do not know exactly what we 
shall be able to commit, and therefore we are a little reluctant to discuss 
projects where we do not have the wherewithal to carry the project 
through to conclusion. 

We have been able to work that out, as I mentioned before, in Latin 
American countries where we have been working for a number of years. 
We have developed a relationship there which permits us to discuss 
things in advance without any semblance of a commitment on the part 
of the United States Government. 

I would hope that we shall be able to achieve that relationship with 
these other governments so we do not either surprise them or surprise 
you, the Congress of the United States, by coming in with projects 

that vou have not had some know ledge of in advance. 

Mr. Passman. I want to go off the record. 

(Off the record.) 

Mr. Passman. On the record. 

Mr. Smirn. Mr. Chairman, I would like to take this opportunity 
to thank you and the members of your Committee for your pi itience and 
tolerance in listening to our presentation here, and particularly for the 
careful and objective inquiries that you have made about some of the 
statements that we have presented to you. 

Some days it seems as though these hearings are pretty long and 
arduous and don’t produce results, but I would like to say as far as 
ICA is concerned that the questions you have asked us about our 
original presentation have led us to review and reanalyze a lot of our 
thinking. 

I think this hearing has been a very useful thing for us. I hope it 
will also be useful to you for your future consideration of the bill. 

I also would like to state we are looking forward to a closer coopera- 
tion with you and your committee in the future, because as I have 
mentioned before, unless we are in total agreement on where we are 
going in this program, we are not going to get anywhere at all, sir. 

Mr. Passman. Mr. Smith, I know that I speak for the entire com- 
mittee when I say that we appreciate very much the statement you 
have just made. We recognize that you are making a sacrifice in 
time, and certainly in finances, to leave your own business to accept 
this position with the Government, to endeavor to carry out a most 
difficult assignment. We know that you want to be completely honest 
with the committee. While we are not going to be in accord on ms iny 
things, I think it has been correctly said that there are usu: lly three 
sides to these propositions: Your side, my side, and the right side. 
What we are trying to do is find the right side and join it up together. 

Mr. Siri. Very good, sir. 

Mr. PassMAN. The Committee now stands in adjournment. 
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Mr. PassmMan. It is now 10 o’clock, and the Committee will come to 
order. 

We have with us this morning the Honorable Mansfield D. Sprague, 
Assistant Secretary of Defense for International Security Affairs, 
with members of his staff. We shall be pleased to hear from the 
Secretary at this time. 

Mr. Sprague. Mr. Chairman, I have a prepared statement which 
with your permission I will read. 

- On my left is Mr. Shuff, the Deputy Assistant Secretary for Mili- 
tary Assistance Programs. 

1 think that there will be some merit from the standpoint of the 
committee if following my prepared statement Mr. Shuff could start 
with his, and go into the charts. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Spracur. Mr. Chairman, the reason why I made that sugges- 
tion is because we have a fairly full presentation and I thought, if we 
went through the whole presentation, a lot of questions that might 
come up in the committee’s minds will be answered, perhaps, at least 
in part, before they came up; and, therefore, it might save time for 
the committee if we went right through. 

Mr. Passman. I think the record should be put straight, though. 
Copies of the statement of Mr. Charles H. Shuff, Deputy Assistant 
Secretary for Military Assistance Programs, were delivered to the 
committee this morning, and not yesterday afternoon. ‘The members 
of the committee have not yet had an opportunity to read the state- 
ment. 

Mr. Wicertewortu. Is there any rule about that, Mr. Chairman? 

Mr. Passman. I think it was understood yesterday by the commit- 
tee that we would receive these statements 24 hours in advance so that 
there might be opportunity to look them over and make notes. 

Merely reading statements and examining witnesses on the content 
of voluminous statements on the spur of the moment is not, in my 
opinion, the best procedure. 
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However, when the full Committee has arrived, we shall go further 
into the matter. 

Mr. Wiaciesworru. Mr. Shuff’s statement is a further breakdown 
of your statement and in more detail ? 

Mr. Sprague. Yes, sir. 

Mr. WicGLeswortu. So, they really supplement one another, and 
give us the overall picture ? 

Mr. Sprague. It is a complete breakdown; and explanation of the 
1959 program as well as the status of the 1958 program, and prior year 
funds as of now. 

Mr. PassMaAn. Personally, I feel that in too many instances hearings 


are unduly expedited at the expense of proper study. We are consider- 
ing the expenditure of billions of dollars of the Aisecintne taxpayers’ 
money, and this deserves careful and thorough inquiry, discussion, and 
deliberation. But, as I stated, when the full committee is here we 
shall decide as to the procedure. As for myself, I would rather abide 
by the rules which we adopted yesterday, to the effect that we should 
receive such statements 24 hours in advance. 

Mr. Wiccteswortu. Off the record. 

( Discussion off the record.) 

Mr. Passman. This committee is operated in accord with the wishes 
of its members. If it is the desire of the committee that, after we have 
heard from Mr. Sprague, Mr. Shuff should continue with his state- 
ment, then we shall make an exception to the rule and hear him today. 


SraTEMENT oF Assistant SECRETARY OF DEFENSE ror MILITARY 
ASSISTANCE PROGRAM 


Mr. Spracur. Mr. Chairman and members of the committee, I am 
glad to have an opportunity to discuss with you the military assistance 
program proposed by the President for Soak acne 1959. 

I will begin with a brief analysis of the continued need for our mili- 
tary assistance effort, and will then summarize the status of the cur- 
rent-year program and outline the planned program for fiscal year 
1959. 

Following my brief remarks, Mr. Charles H. Shuff, my deputy, who 
actually manages this program, will explain in greater detail what 
we have done with the funds appropriated by Congress in prior years, 
how we are using the money appropriated for fiscal year 1958, and 
what we plan to do with $1.8 billion requested for fiscal year 1959. 
The status and content of the program are documented in the presenta- 
tion books prepared for your use and which are on the table before 
you. In addition, we are, of course, prepared to answer any questions 
or produce any additional evidence which the committee may desire. 

In this connection I want especially to emphasize that during the 
past year, as in fact in each year of the program, a number of com- 
ments on the program’s operation have appeared in reports prepared 
both by congressional committees and the General Accounting Office. 
Whether or not we agree with all of the conclusions reached, these com- 
ments, particularly where they are critical, deserve and, without 
known exception, have received our considered attention with a view 
to making whatever changes can be effected to correct an established 
defect in the administration of the program. In the course of these 
hearings comments will be made on some of the principal issues dis- 
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cussed in these reports, aiid we will be glad to answer any additional 
questions raised by the committee. 

With respect to criticisms of the program, I would like to make 
one general comment: The military assistance program has been a 
success in accomplishing its basic purpose, that of providing an es- 
sential contribution to United States and free world security. 

Considering the magnitude of this program—its vital importance— 
its urgency—the lack of previous experience—it is understandable 
that in retrospect we recognize that operation of the program could 
have been improved. No one claims perfection for the management 
of this program—nor are we satisfied that its operation cannot be 
further improved. But I believe that no dollar spent for defense of 
the United States brings us more security than the dollars spent for 
the fulfillment of this program. I am convinced that the efficiency 
of the operation of the military assistance program compares favor- 
ably with the operation of our own Defense Establishment, taking 
into consideration the multidinous complications of dealing with about 
40 independent sovereign governments. 

As with other aspects of our national security effort, we must never 
forget that the crucial need for the defense aspects of the mutual se- 
curity program derives solely from the threat we face. 

We are now in a period when in the event of total war between the 
two great powers catastrophic destruction could result. The United 
States and its allies are determined to maintain such power and such 
readiness that it will be clear to any potential attacker that the price 
of a massive surprise attack would be a counterblow of devastating 
effectiveness. So long as we are able to maintain this position, we 
believe that the likelihood of all-out nuclear warfare will remain rela- 
tively remote. 

But this does not mean that communism will abandon its avowed 
objectives of world domination. We can expect it rather to intensify 
efforts in other fields where in its view the price of conflict would 
not be so high. During the past year we have witnessed increased use 
by the Communists of enonomic penetration, subversion and threats 
of local aggression. Recent targets of economic penetration and sub- 
version include, for example, Syria, Egypt, Yemen, and Indonesia. 
An obvious example is Syria, where during the past year they intro- 
duced large shipments of military equipment and training personnel, 
accompanied by vigorous efforts at subversion and a storm of fabri- 
cated charges directed at Syria’s free world neighbors. 

The answer to the military threat is twofold. First, and most im- 
portant, it is the capability of the United States, ae through 
the Strategic Air Command, to retaliate quickly and effectively 
against a massive nuclear attack. Second is the collective security 
defense system—NATO, SEATO, the Baghdad Pact, the Rio Treaty, 
and additional bilateral arrangements with countries like Japan, 
Korea, and Taiwan. 

Both constitute the deterrent to global war or local conflict which 
might expand into general conflict. 

While the United States maintains in all services mobile and pre- 
positioned forces which can be effectively employed to meet local sit- 
uations which might require military action by us, allied forces around 
the periphery of the Sino Soviet bloc present a strong deterrent to 
local aggression. The importance of these units is illustrated by the 
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fact that while there are 5 United States divisions in Europe, there 
are over 30 Allied divisions; that while there are 2 United States divi- 
sions in Korea, there are 21 Korean divisions; and while there are no 
United States combat elements in Turkey, there are 20 Turkish divi- 
sions. In NATO planning, the effectiveness of United States Air 
Forces assigned to SACEUR is greatly enhanced by the power of the 
allied Air Forces which outnumber our aircraft by a ratio of about 3 
to 1. Allied naval units effectively augment the capabilities of the 
United States Navy in antisubmarine and convoy roles in addition to 
safeguarding their own coastal waters. 

Another vital aspect of the collective security system, made possible 
in large part by the military assistance program, is found in the 
overseas land, sea and air installations, of which there are over 250, 
made available to us by our allies for the forward deployment and 
support of our retaliatory capability. The existence of this world- 
wide network of bases helps to insure that the Communists could not 
Jaunch a surprise attack which could cripple our retaliatory capability 
at one blow. Against the threat of toda agression, such bases provide 
forward position for support of our naval forces and enable us to 
locate ground and tactical air forces close to potential trouble spots. 

In planning the military structure needed to support United States 
strategic concepts, the Joint Chiefs of Staff rely heavily on allied 
military forces. This requirement is expressed in force goals which 
enumerate the major combat units of the armed forces of foreign allied 
nations that are considered essential to maintain the military posture 
of the free world at an acceptable risk level. These force goals repre- 
sent objectives of United States policy to be attained either by the uni- 
lateral efforts of the country in question, or where the requirements 
generated are beyond the capability of the country concerned, with 
the assistance of the United States. 


ALLIED FORCE GROWTH 


The fact that military assistance is furnished to allied nations in 
direct support of force goals set by the Joint Chiefs of Staff under- 
scores the importance of their contribution to United States security. 
The growth since 1950 of the forces of allies with whom we are today 
joined in collective defense gives some indication of the importance 
of allied military strength. 

Their Army ground forces have increased from 314 million men to 
4.7 million, a rise of 34 percent. 

Combatant naval vessels in their forces increased from 1,200 to 
2,500—a gain of over 100 percent. 

Aircraft in their forces increased from 16,000 conventional and 600 
jets to 18,000 conventional and 14,000 jets—a twenty-three-fold in- 
crease in jets. 

Moreover, in the intervening 8-year period there have been vast 
improvements in training, equipment, morale, and leadership which 
apply to all of these forces. 

A major part of this accomplishment is due to the efforts of the 
allies themselves. This is confirmed by the fact that since 1950 allies 
receiving military assistance from the United States have spent the 
equivalent of more than $5 of their own for every $1 of such assistance. 
In fact their 1957 effort was at the higher rate of the equivalent of 
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almost $7 for every dollar of military assistance. We have every 
expectation that this healthy trend will continue. 

t is certain, however, that this growth could not have been accom- 
plished without the military assistance program. It is also certain 
that it could not have been accomplished without the essential pro- 
gram of defense support, 80 percent of which during this year is 
going to six countries on the periphery of the Soviet “bloc—Greece, 
Turkey, Pakistan, Vietnam, Taiwan, and Korea. Without such as- 
sistance these countries could not maintain the military strength made 
necessary by virtue of their geographical position. 


DEVELOPMENTS DURING FISCAL YEAR 1958 


A full evaluation of the effectiveness of the military assistance pro- 
gram in fiscal year 1958 should take into account developments in 
our own strategic planning and foreign policy. In NATO, you are 
familiar with the agreement reached at the heads of gover nment meet- 
ing on the need to deploy intermediate range ballistic missiles to 
Europe. The agreement concluded with the United Kingdom pro- 
vides for a first increment which will measurably increase the capa- 
bility for immediate retaliation. 

The military assistance program will play a vital role in providing 
part of the cost of any such missile systems furnished to our allies. 
In the case of the United Kingdom, funds have already been ear- 
marked for this purpose. However, it should be noted that these 
funds were not generated from fiscal year 1958 appropriations, but 
from funds released from programs ori iginally undertaken in 1954 for 
the modernization of the United Kingdom air force. Some additional 
United States funds will be required to complete this program. 

To increase the ability of our NATO allies to undertake moderniza- 
tion of their own forces, the NATO countries, including the United 
States, also agreed at last December’s heads of government meeting 
to promote the development and production of advanced weapons in 
Europe. In line with this effort the United States is taking immedi- 
ate steps to stimulate the exchange of military research information, 
and is making available designs ‘of advanced we ‘apons to be selected 
by NATO countries for joint - production abroad. This effort should 
in the long run measurably decrease NATO’s reliance on the United 
States as ‘substantially the sole source of production for the more 
advanced types of weapons. It will also help to bring into our own 
military research effort the knowledge and cooperation of the NATO 
scientific community. 

Another significant development in the NATO area is the estab- 
lishment of a centralized spare parts management system. This sys- 
tem, eee by the United States last November, was approved by 
the North Atlantic Council 3 weeks ago. When it develops full opera- 
tion, I am convinced that the effectiveness of NATO military forces 
will be substantially increased and that the cost of spare parts, includ- 
ing the United States share, will be reduced. 

Tam glad to er that significant progress in each of these areas 
was noted at the NATO Defense Ministers meeting held in Paris dur- 
ing the past week. 

In the Middle East fiscal year 1958 saw a period of sharply in- 
creased tension primarily as a result of Communist activity in Syria. 
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This threat was met with various measures, among which was ex- 
pedited delivery of programed military equipment to many of our 
Middle East allies. 

In the Far East, perhaps the most significant event affecting the 
military assistance program was the decision taken last June by the 
United Nations Command to consider itself relieved of the obligations 
of paragraph 13 (d) of the Armistice agreement which had restricted 
the United States, both in the modernization of its own forces and 
in the assistance rendered to the forces of the Republic of Korea. 
This step, taken in recognition of longstanding and flagrant violations 
of the agreement by the Communists in North Korea, has now enabled 
the United States to proceed with essential modernization of its own 
forces, and will permit the introduction of weapons of increased ef- 
fectiveness into the Korean forces. 


FISCAL STATUS 


There has been distributed to you a small booklet, entitled “Fiscal 
and Budgetary Status of Military Assistance Program, 1950-1958.” 
Mr. Shuff will provide detailed discussion of the status of the pro- 
gram. However, I would call your attention to the following high- 
lights. First, by June 30, 1958, all of the $22,900 million made avail- 
able for the military assistance program will have been obligated ex- 
cept for about $25 million. Second, our rate of obligation duri ing the 
current fiscal year has been better than that of any prior year. Third, 
expenditures in fiscal year 1958 will total about $2,200 million, and we 
are estimating expenditures at the same amount for fise al year 1959. 
Fourth, the request for funds in fiscal year 1959 is $400 million less 
than projected expenditures. Fifth, and this is of particular import- 
ance, the carryover of unexpended funds will this year be brought 
to the lowest level since 1952 and by the end of fiscal year 1959 will 
be brought to the minimum level at which the present rate of de- 
liveries can be continued. Each of these points will be further ex- 
plained to you by Mr. Shuff. 

You will recall that the amount appropriated for fiscal year 1958 
was approximately $500 million less than requested by the P inal aiah, 
As a result we were obliged to rearrange the program to adjust for 
the lesser amount available. I have been asked to explain how this 
hurt the program. 

sasically, reductions here, as in any other military effort, only in- 
crease the risk of being inadequately prepared, and the full effect is not 
felt unless a conflict begins, by which time it would be too late to make 
up for time lost. Mr. Shuff will show you a comparison between 
the program planned last spring and the program which we are 
now putting into effect. This will show that some very important 
projects have not been undertaken as planned. Nevertheless, this is 
not the entire story. 

First is the effect on our allies. If they interpret congressional 
reductions as an indication that the United States considers the threat 
to be less imminent, similar action may be taken to reduce their own 
defense budgets. 

Second is the effect in future years. It must be realized that many 
of the program actions by the United States and recipient countries 
can be taken only in sequence, and that loss of time cannot be made 
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up. The reduction of appropriations in fiscal year 1958 will have 
little, if any, effect on salient in fiscal year 1958; but the things we 
do not order in 1958 will not be delivered as planned in 1959 and 1960. 
This process could put us again in the position of too little and too 
late with disastrous consequences, particularly where, as now, the 
military planners consider that we and our allies will "have to fight 
the next war with what we have on hand when it starts. We cannot 


rely, as in the past, on a vast buildup which would be effective a year 
or more after war starts. 


IMPACT OF MAP EXPENDITURES ON THE UNITED STATES ECONOMY 


In discussing the cost of the program it is important to remember 
that about 85 percent of all cumulative military assistance program 
funds were spent in the United States through fiscal year 1958. For 
fiscal year 1959, Department of Defense plans call for 92 percent of 
all new funds appropriated for material to be expended on orders 
placed with domestic American industry. 

The impact of such expenditures on the American economy was 
revealed in a study completed last year for the United States Senate 
showing that the employment of approximately 600,000 individuals 
in private industry, agriculture and services, was attributable to the 
mutual security program. A substantial portion of this employment 
is directly related to the military assistance program. By way of a 
specific example, the study showed that the aircraft industry employed 
approximately 73,000 persons, the electric industry employed approxi- 
mately 28,500 persons, the ordnance industry approximately 13,000 
persons, and the vehicle industry approximately 15,000 persons, at- 
tributable to the military assistance program. It is, of course, obvious 
that any reduction in the miltiary assistance program will not only 
reduce employment and therefore payrolls, but will also automatically 
result in a decrease in corporate and individual tax receipts to the 
Federal and State Governments. Surely, this is not the time to cut 
either appropriations or expenditures for the military assistance pro- 
gram when at the same time our national security continues to be seri- 
ously threatened and there exists a period of temporary economic 
recession. 


FISCAL YEAR 1959 PROGRAM 


For fiscal year 1959, the President has asked for $1.8 billion of new 
obligational ‘authority. This amount, and the program it represents, 
reflect our best judgment as to the funds needed in fiscal year 1959 to 
carry out our military and foreign policy objectives; and it will permit 
us to continue military aid to our allies at substantially the level of 

recent years. It provides for the maintenance and modernization of 
allied forces at a rate consistent with our own resources and the ability 
of our allies to use and maintain the equipment. It does not provide 
for all of the material and equipment that the military assistance ad- 
visory groups in the field, and in the countries themselves, recommend 
as necessary to satisfy all the requirements presently outstanding for 
equipment of the military assistance program supported forces. If we 
asked for funds in fiscal year 1959 to fill all of these requests, the 
amount would be 2 or 3 times the $1.8 billion we are requesting. This, 
of course, has been true of the program each year. 
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These recommendations from the field have been carefully screened 
by the unified commands and by my office to reduce the gross requests 
to a feasible annual increment consistent with countries capabilities to 
absorb and utilize and our capabilities to procure and supply. 

This program will continue to maintain, modernize, and further 
strengthen the allied forces needed to maintain internal security and 
to combat local aggression. It also provides for an increase in atomic 
delivery weapons. These actions will greatly improve our allied 
atomic potential for retaliation against attack and, together with our 
own capability, will provide greater combined military power and 
further augment our collective security against the Communist threat. 

I hope that these remarks have helped to point up the importance of 
the military assistance program. Without question it gives us more 
security at less cost than if we were to attempt to attain the same capa- 
bility through our own resources alone. And without question this 
program must continue, for any slackening would set the example of 
the most powerful nation in the free world cutting down on security 
without regard to the realities of the threat, and would inevitably 
result in a dangerous lessening in the capability and will of our allies 
to resist. 

I accordingly recommend your favorable action on the mutual se- 
curity program recommended by the President. 

Thank you. 

Mr. Passman. Thank you, Mr. Secretary. 

As one member of this committee, 1 want to commend you for pre- 
senting a factual and forthright statement. 

I observe the lack of criticism of Congress for having performed 
its duty in prior years, and I am impressed with the fairness in which 
you have presented the original request to this committee. 

I should like for the record to show at this point that I am going 
to support the mutual security appropriation bill when it reaches the 
floor of the House. I am sure you understand it is the duty of this 
committee to take all the time that might be needed to help establish 
the actual needs of the program as based upon facts. 

I think I made this statement a day or two ago: Driving along 
Pennsylvania Avenue one can observe two beautiful statues. One is 
inse ribed, “What is past is prologue.” The other admonishes, “Study 
the past.” I think you concur that it is necessary for this committee 
to study the past operations of this program so as to be able to project 
our thinking into the next fiscal years. Upon that basis certain ques- 
tions are in order. Would you prefer us to go into your statement at 
this time or after we have heard from your assistant ? 

Mr. Spracue. I think, sir, that it would really be to the advantage 
of the committee to hear the more detailed breakdown of things that I 
have touched upon briefly, because in doing that I think that many of 
the questions which you might have now will be explained to you in 
more detail and will give you an opportunity to think of additional 
questions. 

I would like to say, Mr. Chairman, that we are prepared to stay 
here or come up here as long and as often as you want us to, and we 
will give you every bit of information that we have about this program 

at any time. We want to cooperate with this committee. 

We try to do that with the House Foreign Affairs Committee and 
the Senate Foreign Relations Committee, “and our attitude, as you 
express it, is that ‘it is your job to pass on this program in detail. 
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Mr. Passman,. Off the record. 

( Discussion off the record.) 

Mr. Passman. I want to mention one or two items as we go along 
that I might forget later. 

On page 9 of your statement you say: “T have been asked to explain 
how this hurt the program.” 

That refers to the reduction of last year. 

Who requested that you explain how the program was hurt ? 

Mr. Spracur. Well, I thought that it would be desirable to explain 
to the committee how the reductions affected it. No one asked me to 
do it. 

Mr. PassmMan. You state here: “I have been asked to explain how 
this hurt the prograin.” 

Mr. Spracur. I was asked before the House Foreign Affairs Com- 
mittee to explain it, and I thought it would be desirable to mention 
that. Noone on this committee asked me. 

Mr. Passman. I thought, maybe, the request was possibly from some 
of the people downtown. 

Mr. Spracur. We were asked also in the Senate Foreign Relations 
Committee. 

Mr. Anprews. This request, Mr. Secretary, is for $1.8 billion? 

Mr. Spraaue. Yes, sir. 


REDUCTION IN 1959 PROGRAM BY HOUSE FOREIGN AFFAIRS COMMITTEE 


Mr. Anprews. I think the Foreign Affairs Committee marked up 
that bill yesterday. 

Mr. Spracur. Yes, sir. 

Mr. Anprews. Do you know how much they cut this budget 
authorization ? 

Mr. Spracur. I have heard, but have not been officially advised. 
that they cut it $160 million; that is, out of the “Military assistance’ 
request. 

Mr. Denton. $160 million or $106 million ? 

Mr. Spracur. $160 million. 

Mr. Denron. Your request before the Foreign Affairs Committee 
for the authorization was for the amount of $1.8 billion? 

Mr. Spracue. Yes, sir. 

Mr. Anprews. And they cut that, according to your information, 
$160 million ? 

Mr. Spracur. On the initial vote. I do not know whether they have 
completed the markup of it or not. 

Mr. Passman. You would prefer that we postpone dealing with the 
details until we have heard your assistant, and then ask the questions 
from the dollars and cents angle? 

Mr. Spracur. Yes, sir: for the sake of the committee. 


EFFECT OF CONGRESSIONAL REDUCTIONS ON POLICY OF OTHER COUNTRIES 


Mr. Passman. I have two other questions to ask before we proceed : 
On page 9 you say: 


First is the effect on our allies. If they interpret congressional reductions as 
an indication that the United States considers the threat to be less imminent, 
similar action may be taken to reduce their own defense budgets. 
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Is that a sound criterion upon which to base the operation of our 
Government—to appropriate a lot of money so as to impress our 
allies ¢ 

Would you draw the implication that a large appropriation is re- 
quired to convince our allies that we are sincere in what we are doing? 

Mr. Spracur. No, sir; 1 do not think that that is the interpretation 
I would put on my remark. You and I have traveled a good deal 
around the world, and have talked with leaders in various countries, 
and I think you will agree with me that they watch very ¢ arefully 
what the United States Congress and the executive branch do in 
terms of our own defensive effort, and they are very much interested 
in it. 

Any change in it, if I may, sir, has a positive effect on their own 
thinking as to whether we think that the seriousness or danger is 
lessening. over what it was a couple of years ago, or whether it is 
greater. 

Mr. Passman. My impression is not entirely in accord with the one 
you have expressed. One of my impressions is to the effect that some 
of the countries want to cooperate to the extent of assuring that they 
will receive a portion of the appropriation. 

This question would, I think, be in order: 


MILITARY FUNCTIONS EXPENDITURES OVERSEAS 


When we speak of the military assistance program under the 
mutual security appropriation, that is one thing, but we also have a 
very large military program that is paid for out of the Defense De- 
partment appropriation for air bases, maintenance, personnel, and 
equipment ; is that not true ¢ 

Mr. Spracur. Yes, sir. 

Mr. Passman. How does that amount compare to the amount of the 
appropriation being requested here ? 

Mr. Sprracur. I do not know that we have a figure on that. How- 
ever, Mr. Markley Shaw is here, and I believe he has that figure. 

Mr. Suaw. If you are talking in terms of how much the United 
States spends abroad, from military functions appropriations, it is 
roughly $3 billion a year. 

Mr. Passman. The amount which is spent from the direct military 
appropriation abroad is almost double the amount being requested 
in this program ¢ 

Mr. Saw. That is correct, sir. That includes all expenditures of 
United States military forces. 

Mr. Passman. And equipment and bases ¢ 

Mr. Suaw. Yes; the equipment purchased abroad, but not Ameri- 
can equipment taken abroad. 

Mr. Passman. I understand with reference to the equipment pur- 
chased abroad, but we spend about $3 billion out of the regular mili- 
tary appropriation compared to $1.8 billion spent here ¢ 

Mr. Srraw. Yes, sir. 

Mr. Passman. Is it all right to leave that information in the record ? 

Mr. Suaw. Yes, sir. 
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EFFECT OF MUTUAL SECURITY PROGRAM ON UNITED STATES ECONOMY 


Mr. Passman. I want to comment on a statement which appears on 
page 10 of your statement, Mr. Secretary, and ask if you are not mak- 
ing it more difficult for this committee and the Congress to handle this 
bill when stress is being placed upon the number of employees in- 
volved and what industry receives in dollars from this appropria- 
tion? The people come back and say quickly that there are man 
things in the United States for which those same dollars could be 
spent and which would help our economy considerably more than by 
spending the money through this program. 

Do you not believe that you weaken your case by stressing that this 
is kind of an antirecession matter ? 

Mr. Sprague. No, sir; I think we help it. My personal observation 
from making a good many talks around the country is that it would 
be helpful to the Congressmen who want to support the program 
and believe in it, to have the matter known to the American people 
that this money is spent in the United States, and is not spent abroad 
asso many people seem to think. 

Mr. Passman. I do not think there is a constituent in my district— 
and there are 385,000 of them—who has passed the seventh grade who 
does not know that every dollar spent through the program is spent 
eventually in the United States. You may turn it loose abroad, but 
the only time it has an impact on our economy is when it comes back 
and is spent. It eventually takes something out of the United States, 
and the dollar has no effect on our economy until it makes the rounds 
and something goes out‘of the United States. 

Mr. Spracvue. We purchase hardware in the United States, and the 
money goes directly to the manufacturers that are producing it. 

Mr. Passman. And if you purchase the hardware from people 
abroad, they eventually have to spend those dollars in the United 
States for something? 

Mr. Spracut. That is correct. 

Mr. Passman. I think even a fifth-grader in my district would 
know that the only time this dollar can affect the economy is when it 
reaches back here to buy something which we produce. 

If I were addressing a meeting in my district and should open this 
matter up to a question-and-answer period, and if I should quote what 
you have here on page 11 of your statement, the people would say, 
“Mr. Passman, we can point out 50 useful and needed things in this 


district for which you could spend that money, and which would 


help the economy of America.” And then they would start talking 
about highways, bridges, rivers and harbors, and flood control. 

Do you get my point ? 

Mr. Spracuet. Yes, sir; but it would not be accomplishing a dual 
objective of both spending the money in the United States and 
accomplishing a certain amount of security for the United States in 
the bargain. . 

Mr. Passman. I have read many articles in the papers—some even 
quoting our distinguished Secretary of State—to the effect that this 
program was helping the economy of our country. I believe that if 
undue emphasis is placed upon that particular claim, it makes our 
position more difficult, and some of us are going to have to answer 
these questions when we reach the floor of the House. 
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We shall not proceed further into the dollars and cents examination 
until Mr. Shuff has concluded. 

Mr. Wiceteswortu. Will the gentleman yield ? 

Mr. Passman. I believe Mr. Taber wanted to make a statement. 


REDUCTIONS IN ORIGINAL REQUESTS FROM THE FIELD PRIOR TO 
CONGRESSIONAL PRESENTATION 


Mr. Taser. I want to suggest to you that you told us in your state- 
ment that this request was only about 25 percent of what the NATO 
countries and the allied countries would like to have. 

I would like for you to keep this in mind so that you will not get out 
on a limb on it any more. 

That means that the United States Government had already cut 
the request of NATO to the United States by 75 percent ? 

Mr. Spracue. Yes, sir. 

Mr. Taser. Now when you go on and say that a cut by the Con- 
gress of a comparatively small amount creates bad sentiment against 
the United States, you are simply calling attention to the amount the 
United States Government has already cut the program. 

I want you to be thinking about it, and make your approach on a 
more intelligent basis than it has been made in the past. 

Mr. Sprague. May | respond to that ¢ 

Mr. Taper. Cert tainly. 

Mr. Spracur. This is what I meant: When the Military Assistance 
Advisory Groups—our officers in the field—prepare their programs for 
a partic ular country, they do it on a priority basis. They establish 
priorities. The total of the requests that we receive from our own 
military authorities in the field who are administering this program 
is 3 or 4 times the amount of the program which we present to the 
Congress. It is not requests from the countries themselves. It is 
requests from our own people who are administering the program. 

The total costing out of their requests is 3 or 4 times the amount 
that we actually come to the Congress for. 

Mr. Taper. That just confirms what I said. 


CONGRESSIONAL PREROGATIVE TO REDUCE BUDGETS 


Mr. Gary. It has been my privilege not only to serve in the Con- 
gress, but I have also served in the State legislature, and I have been 
in government for many years. I have seen very few administrative 
departments that did not ask for more than they received in their 
budget requests. I have never blamed the departments for it. I have 
always said that any department head who did not think that his 
department was the most important department of the Government 
ought not to be in there. If he is not dedicated enough to his job to 
think he can do more than he is doing, then he ought to be fired. But 
it is the duty of the legislative body to review budget requests in our 
State government and in our Federal Government. 

Those requests are first reviewed by the Bureau of the Budget and 
they are usually reduced by the Bureau of the Budget. 

Then they go to the legislature, and it is the duty of the legislative 
body to take into consideration the needs of the various departments 
and the resources of the Nation or the State, as the case m: ay be, and 
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to apportion the money among the various departments on a basis that 
will best serve the interests of the Nation or State. That is done in 
State legislatures, and it is done in the Congress. Why should we 
do differently in handling our foreign affairs? Why should we give 
the foreign countries everything that they request just because we 
are afraid we might make them ‘angry ¢ 

If we cannot pare budgets down to meet our resources and appor- 
tion our expenditures in the way that the Congress feels will best 
serve the needs of the Nation, then the Congress might as well 
adjourn and go home. 

Mr. Spracur. Mr. Gary, I cannot agree with you more. I served 
three times in a State legislature and was speaker. So I know from 
a legislative point of view what you say is true. I was merely try- 
ing to point out that there is a great deal of screening which we do 
in our own office to cut this appropriation program down to size before 
it even reaches the Congress. That was the only point of reference. 

Mr. Gary. I am pointing out that that is also done as to the other 
departments of government. 

Mr. Spracvr. Cert: uinly it is. 

Mr. Gary. That is done with reference to the Post Office Depart- 
ment, the Department of Commerce, and all other departments which 
are handling our internal affairs, and if, after screening, the Congress 
sees fit to cut the appropriation further—and we do; we cut the other 
departments, we do not give them everything they request by a long 
way—I see no reason why we should not apply the same yardstick and 
act in exactly the same manner in handling these appropriations as 
we do with respect to our domestic appropriations. 

I am getting fed up on this idea that we have to regulate our ac- 
tivities in this country by what some country might think abroad. 
If we do what is right in this country, we have to let the sentiment 
abroad take care of itself. 

Mr. Spracue. I agree with you in that, Mr. Gary. 

Mr. Anprews. I want to say the same procedure is followed with 
our own Military Establishment. The requests originate in the field 
and then go to the particular branch of the service and there they are 
reviewed and cut. They are cut again, maybe, by the Secretary of 
ee s Office, and then by the Bureau of the Budget, before they 

‘each the Congress. 

Mr. Spracur. That is correct. There is no difference. 

Mr. Anprews. Some of us are at present serving on the Defense 
Subcommittee, and I think in every instance the budget request was 
far below the original request that originated in the field. 

Mr. Spractve. I am sure that is correct. 

Mr. Denton. How much did you ask the Bureau of the Budget for 
in this military assistance program ? 

Mr. Passman. We want to clear up about 100 different questions 
on this matter, and on the dollars and cents matter. Would the 
gentleman withhold that question until later? 

Mr. Denton. Yes, sir. 

Mr. Spracue. I can answer the question. 

Mr. PassmMan. It is a good question, but would you withhold it un- 
til we get around to the dollars and cents item, because we do have 
that information here. 

Mr. Denton. You have it? 
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Mr. Passman. Yes, sir; I have some information here, and I 
thought we should postpone discussion of past and present dollar re- 
quests and appropriations until we have heard the general statements, 
if that is agreeable with the committee. 

Mr. Denon. The reason I asked that question is because I have 
always doubted that the Bureau of the Budget screened this request 
like it does others. 

Mr. Spracuer. I have the answer, sir. 

Mr. Wiceieswortu. I would like to ask a couple of questions, if I 
may, Mr. Chairman. 

Mr. Passman. Proceed. 

FORCE GOALS 


Mr. Wiccieswortn. Mr. Secretary, I notice in your statement you 
refer to the fact that in planning a military structure to support the 
United States strategic concept the Joint Chiefs rely heavily upon 
allied miliary forces, and that this requirement is expressed in force 
goals which enumerate the major combat units for the armed forces 
of foreign allied nations that are considered essential to maintain the 
military posture of the free world at an acceptable risk level. 

Do I understand that what you are saying to us is that the amount 
recommended is about 25 percent of the recommendations at this time 
with a view to realizing those force goals; is that right ? 

Mr. Spracus. Yes, sir. 

Mr. WiceieswortH. And whether we give them more or less simply 
determines the time when those force goals can be effectively in being / 

Mr. Spracur. Yes, sir; that is correct. 

Mr. Wiceieswortu. If you cut it down too much you take a gamble 
if war comes. If a war does not come, you may not have lost. The 
objective is to obtain those force goals at what point in time? 

Mr. Spraeue. As quickly as possible consistent with practical con- 
siderations. 

Mr. WicciteswortH. What is that, roughly speaking ? 

(Off the record.) 


EFFECT ON UNITED STATES ECONOMY 


Mr. WiccLeswortn. In regard to the matter of employment fur- 
nished and the work done in our own plants, the distinction drawn is 
simply, as I understand it, between the actual situation where the great 
bulk of the mutual security funds flows directly to our economy and 
in the alternative, as some people seem to suppose that under a so- 
called “giveway” program all the funds are being sent abroad, and 
that. we were getting no economic benefit from them. 

Mr. Spracur. That is the only point, sir. 

Mr. WiactieswortnH. That is all, Mr. Chairman. 

Mr. Taper. Off the record. 

( Discussion off the record.) 

Mr. Passman. For the benefit of the members of the committee, it 
was suggested yesterday that we be provided the witnesses’ prepared 
statements 24 hours in advance of their apperance before the commit- 
tee, and Mr. Taber suggested that some which we were considering at 
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the time did not have sufficient time to prepare the statements, and as 
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the Assistant Secretary of Defense now has with him his Assistant, 
Mr. Charles H. Shuff, without objection from the committee, we shall 
hear Mr. Shuff at this time. 

I might say that Mr. Shuff honored our beautiful city of Monroe, 
La., with a visit last year, and made a splendid address before the 
Rotary Club. 

We are happy to have you here, Mr. Shuff, and we did enjoy having 
you visit the State of Louisiana and especially the city of Monroe, 
my home town. 

I see you have a voluminous statement. May I ask one question 
before you proceed ? 

All of the charts you have here are in miniature size in the state- 
ment; are they not ? 

Mr. Suurr. Yes, sir. 

Mr. Passman. Will it be necessary for you to dwell at length on each 
chart, or are you going to highlight them and refer them to us here 
it so we can study them ? 

i Mr. Suurr. Mr. Chairman, this is voluminous only in the interest 
of giving you the whole story. 

Mr. Passman. If 2 days’ time is needed, we shall hear you, but I 
merely asked the question. You have presented this story before. 
How long does it take to do so? 

Mr. Suurr. Well, sir, it takes a little longer than an hour, and with 
questions in between, of course, this will make it longer. 
i Mr. Passman. If we do not interrupt, you will net about an hour 
1 to complete the presentation ? 

Mr. Suvrr. Yes, sir. 

Mr. Passman. And, then, we would ask questions at the conclusion. 
: Mr. Gary. Mr. Chairman, I believe Mr. Sprague has been before 
| the committee previously. 

, Mr. Srracue. Yes, sir. 
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BIOGRAPHICAL SKETCH OF CHARLES H. SHUFF 


Mr. Gary. However, Mr. Shuff has not. I notice we have here a | 
a biographical statement of him and I suggest that it be inserted in the | 


; record at this point. 
i Mr. Passman. Without objection, it will be inserted in the record 

: at this point. 

(The biographical statement referred to follows :) 

3 Cuartes H. Suurr, Deputy ASSISTANT SECRETARY OF DEFENSE (INTERNA- 


TIONAL SECURITY AFFAIRS) 


Charles H. Shuff was named Deputy Assistance Secretary of Defense for 
International Security Affairs on May 1, 1957, by Secretary of Defense Charles 
E. Wilson. In this capacity he has the special responsibility for coordination 
of Army, Navy, and Air Force military assistance programs for the Assistant 
Secretary of Defense (ISA), Mansfield D. Sprague. 

Mr. Shuff was born in New York City on November 6, 1915, and is a graduate 
of Cornell University, Ithaca, N. Y. His early career included assignments as 
sales representative of Pan American World Airways; industrial relations 
manager of catalytic engineering and construction subsidiary, Sun Oil Co., and 
sales development manager for Eastern Air Lines, in which capacity he worked 
in close association with Capt. Eddie Rickenbacker. 

During World War II, as lieutenant colonel in the United States Army Air 
Corps, Mr. Shuff served 4 years as a pilot in the Southwest Pacific. He is 
currently active as a colonel in the Air Force Reserve. 
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From February 1952 to November 1953, Mr. Shuff served as Deputy Assistant 
Secretary of the Air Force for International Security Affairs. In this assign- 
ment he was responsible for the implementation of the Air Force portion of 
military assistance programs. His most recent assignment was as defense 
products and electronics division director and assistant to the president of 
Westinghouse Electric International, for whom he acted as an overseas trouble- 
shooter. 


Mr. Passman. Mr. Shuff, we shall be pleased to hear from you at 
this time. 


STATEMENT OF Deputy AssIsTANT SECRETARY OF DEFENSE FOR THE 
Miuirary ASSISTANCE PROGRAM 


Mr. Suurr. Thank you, Mr. Chairman; may I proceed with read- 
ing this statement, Mr. Chairman? 

Mr. Passman. Certainly. 

Mr. Suourr. Mr. Chairman and members of the committee, Mr. 
Sprague has set forth for you the importance of the military as- 
sistance program of our national security and survival. The threat 
we face is real. The means to counter it must be effective. 

Iam Mr. Sprague’s deputy for the military assistance program. My 
report to you today will deal with the management of this program. 
We are prepared to set forth for you, and in as complete detail as you 
desire, and accounting of our stewardship. I will then cover the pro- 
posed program for fiscal year 1959, and explain why we need $1,800 
million to continue this essential aid to our security and defense. 

Mr. Dillon has explained the arrangement of the presentation books. 
I would like to add a comment on classification. Classification is a 
problem that gives us a great deal of concern. The reason for some 
of the classification may not be readily apparent. It is not that we 
want to conceal anything from the Congress or the American people. 
We only want to keep from our potential enemies information that 
they could turn to their advantage. These books that are before you 
contain the greatest compilation of data that I know of about the 
military strengths and weaknesses of the free world. In addition to 
the purely military considerations, there are other sound reasons 
why some of these data should not be made public at this time. 

We are going to continue our negotiations with many of these coun- 
tries. We will try to persuade them to do certain things consistent 
with United States foreign policy objectives. It just would not make 
good sense to reveal in ‘advance the assistance planned for specific 
countries. To reveal to the world programs 4 as these could only 
raise hopes that might not be realized, excite jealousies and invite 
lobbying and pressures. It is good business to bi sure that we will be 
able to carry out our plans before discussing them in public. 

With this introduction, I would like to turn to the substantive part 
of this presentation. 

Mr. Passman. Mr. Shuff, I notice that every page of your report is 
marked “Secret.” Is all of this secret? 

Mr. Suurr. No, sir; all of this is not secret. The statement is 
marked “Secret” because there are various parts of it which are secret. 

Mr. PassMan. How would the committee know what part is secret 
and what part is not secret ? 

Mr. Sucurr. When we get the transcript, we will so indicate on each 
page, and each statement. 
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Mr. Passman. And each member of the committee will have to go 
over the transcript before he will know what is secret and what is not 
secret? That is an extremely confusing procedure. 

Mr. Miuter. Mr. Chairman, could I suggest that the witness, while 
he is discussing each point, if he has that data available, tell us what 
is going to be in the record, and what is not. I assume what he has 
said up to now will be in the record. 

Mr. Suurr. Yes, sir. 

Mr. Mier. But, it would help usa great deal if you would indicate 
what is considered sensitive and what is not. 

Mr. Passman. That is a disadvantage of trying to consider a state- 
ment of this type on an hour’s notice. One does not have time to 
properly prepare for the hearing. 

I do not know what is going to be secret. Will you take the tran- 
script and then mark it for us? 

Mr. Suurr. Yes, sir. 

Mr. Passman. After you have concluded would you take the state- 
ment back and then mark it as to what is secret ? 

Mr. Suurr. Yes, sir. 

Mr. Taser. Will he be able to tell us as we go along? 

Mr. Gary. He will have to mark it anyway for the record. 

Mr. Mutter. It will help us if he will indicate what is secret and 
what is not, as he goes along. 

Mr. Gary. The idea is that they have the right to mark any secret 
part in the transcript, and then the chairman can strike it from the 
record. 

Mr. Spracusr. I think Mr. Shuff can do that, and in addition to 
that we can take these statements and edit them for you within 24 
hours, I would think. 

Mr. Passman. Mr. Secretary, I am not going to trust my memory 
as to what is secret and what is not secret. If the committee is agree- 
able, we shall allow Mr. Shuff to complete his statement, and then so 
far as I am concerned, I should like for you to take my copy back. | 
do not want it in my possession. I should like for you to mark what 
is secret and what is not secret. 

(Discussion off the record.) 


STRATEGIC FORCE OBJECTIVES AND MAP-SUPPORTED FORCES 


Mr. Suurr. We have always differentiated between the overall 
force objectives recommended by the Joint Chiefs of Staff and the 
portion thereof that we support in any one fiscal year through the pro- 
graming process. This year, in order to clarify this distinction, we 
are showing both the strategic force objectives and the military assist- 
ance program supported forces in the presentation books now before 
you. These are summarized on this first chart. 

Strategic force objectives are defined as those major combat units 
of the armed forces of foreign allied nations which are considered de- 
sirable in support of United States strategic concepts. These forces 
are related to aid programs in the sense that they are essential to 
United States security planning and, therefore, represent objectives 
of United States policy to be attained either by the unilateral efforts 
of the country in question, or by United States aid, or by a combina- 
tion of the two. 
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MAP-supported forces are defined as those forces to which, under 
present program decisions, the military assistance program will pro- 
vide some degree of direct support. With a few exceptions, they 
identify those force units within the strategic force objectives which 
the military assistance program will support primarily through grant 
aid, but in some instances through military sales. You will note from 
this chart that the MAP-supported forces for fiscal year 1959 are 
———— divisions, shown in dark blue, as part of the ———— divisions 
in the strategic force objectives. There are a number of ships in the 
MAP-supported forces, which represent a portion of the — - ships 
in the strategic force objectives. A similar relationship exists for air- 
craft and missiles. Forces listed under strategic force objectives, but 
not under MA P-supported forces, are eligible for military sales. You 
will note from the chart that in fiscal year 1959 our allies will support 
completely from their own resources more ships and aircraft than will 
be supported through grant aid. 

Recommendations for the strategic force objectives are made by the 
Joint Chiefs of Staff. They are based on military considerations 
which are governed by the selene of the threat confronting us and 
strategic pl: unning for deployment of United States forces. They 
represent a long-range military goal which is used for overall plan- 
ning purposes and against which adjustments in programing can be 
made in accordance with country capabilities and political factors. 
The establishment of the strategic force objectives is essential to or- 
derly United States programing of military assistance. 

The strategic force objectives do not commit the United States to a 
specific or even a general amount of military assistance. The MAP- 
supported forces are those to which we provide some support through 
our annual programing and funding processes. 

The strategic force objectives and the M AP-supported forces are 
not set in concrete. Over the past 8 years, these objectives and the 
degree of their support have been repeatedly reviewed and changed 
when conditions demanded. 

The second chart depicts the decrease in the conventional forces 
eligible for support under grant aid in fiscal year 1959, and the rather 
dramatic increase in the newer type weapon systems for which grant 
aid is being programed. The red bars on this chart show vend forces 
programed far some degree of grant aid support in fiscal year 1958. 
For example, all of the ———— divisions have been progr: ocal for 
some degree of grant aid and the same applies for the red bars rep- 
resenting ships and aircraft. The blue bars represent those forces 
which are being considered for some degree of grant aid support in 
fiscal year 1959. You will note the decrease, for example, in the num- 
ber of aircraft being supported by grant aid. Our allies are picking 
up a greater proportion of the cost of supporting conventional forces. 

The increase in missile units being supported demonstrates the shift 
in emphasis of the program from the more conventional types of units 
and equipment to the newer types. Later on, I will describe some of 
these missiles more fully. 
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Now, I would like to show you the difference between the program 
we presented to you last spring totaling $2,400 million, and the pro- 
gram that resulted from the appropriation of $1,879 million, com- 
posed of $1,340 million of new obligational authority, and $539 million 
of reappropriated funds. 

This reduction will not affect current-year deliveries which we esti- 
mate will continue at the rate of about $2,200 million. 

We have reprogramed the reduced appropriation in such a way as 
to secure the greatest contribution to our military assistance effort. 

This chart shows the program as originally planned and that which 
is presently being executed. In our planned program, we included 

F-100 aircraft to modernize the allied air forces. As you will 
note from the chart, these do not appear in the current program. 

We reprogramed the dollars from the F—100’s to increase our 
order for missiles. Although our initial plan for missiles was 
$144 million, you will note from this chart that it was increased to 
$312 million. These modern weapons will be provided to NATO 
countries to equip our allies with surface-to-air, air-to-air, and surface- 
to-surface guided missiles and free-flight rockets. A very high pri- 
ority is assigned to the provision of such missiles to meet the sharpened 
Soviet threat. The fiscal year 1958 program includes $222 million 
for battalions of NIKE missiles, and $56 million for bat- 














talions of HONEST JOHN missiles. The program includes $34 mil- 


lion for SIDEWINDERS, SERGEANTS, CORPORALS, and 
SS-10’s. 
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In some of our country programs in the Near East where tensions 
are critical because of Soviet penetration and continued exploitation, 
we found that it was not advisable to make substantial cuts. Pro- 
grams for such countries as France, Italy, Taiwan, and Korea, how- 
ever, were reduced substantially. In France, we eliminated 15 P2V-7 
aircraft. In France and Italy, we deleted equipment for the moderni- 
zation of aircraft communications and electronics systems, and large 
quantities of ammunition for war reserve requirements. In Taiwan, 
we eliminated 30 F-86D aircraft. In Korea, we did not program two 
coastal minesweepers. The planned program for other countries 
which I have not specifically mentioned was reduced a net amount of 
$218 million. 

The original program included $175 million to facilitate sales of 
military end items and spare parts by accepting local currency and 
extending credit assistance which cannot be provided from military 
service funds. I will discuss the military sales program later, but 
would like to indicate that $97 million have been earmarked in the 
fiscal year 1958 program to provide assistance to our allies in pro- 
curing materiel from the United States to meet mutual security ob- 
jectives, and that is shown on the chart here; $78 million were not used 
for this purpose in fiscal year 1958—and we are asking for about that 
amount in fiscal year 1959. 

The noncountry programs, which include a large share of fixed 
costs, could only be slightly reduced. These programs include the 
cost of packing, crating, handling and transportation related to the 
delivery of end items of equipment; infrastructure costs related to the 
United States share of fixed military facilities needed to support com- 
bat operations by the integrated NATO forces, administration costs, 
which pay for the operation of the military assistance program, and 
United States contributions to International Military Headquarters 
which are jointly financed by member governments under accepted 
cost-sharing formulas. 
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The military departments cannot begin supply action until the 
money appropriated by the Congress is made available to them. This 
involves obtaining approval of the revised program by the coordi- 
nator, and the apportionment of funds by the Bureau of the Budget. 
Consistent with our recognition of the importance of carefully ad- 
ministering a program as large and complex as this one is, it is our 
aim to reduce as much as possible the time required for this admin- 
istrative procedure. 

This chart shows the progress we have made in this respect in the 
past.3 years and our estimate for fiscal year 1959. 

In fiscal year 1956, as shown by the red line, the military depart- 
ments did not receive the larger portion of the money with which to 
operate until the last quarter of the year. 

Mr. Passman. May I indicate at this point that this was no fault 
of the Congress; it was the fault of the department in failing to sub- 
mit the request in sufficient time for Congress to consider it. 

You may proceed. 

Mr. Suurr. This, of course, results in a peaking of activity at the 
end of the fiscal year, as well as contributing to a larger carryover. 

In fiscal year 1957, the green line shows that 60 percent of the avail- 
able funds had been allocated or reserved by January 1957, an im- 
provement of 4 months over the previous year. 

In fiscal year 1958, Congress did not pass the Appropriation Act 
until September 3. Despite this later start, we have been able, as 
shown by the yellow line, to allocate or reserve, by January 1958, 80 
percent of the funds available for this fiscal year as compared to 60 
percent at the same time last year, and 30 percent in fiscal year 1956. 

Mr. Passman. I think the record should again show that this was 
not the fault of the Congress; it was a case of those preparing the 
budget request failing to get the request down for authorization and 
appropriation. 

This is the first year that we have received the request within a 
reasonable time, and the record should show that previous delays have 
not been the fault of the Congress. 

Mr. Wiceteswortu. Am I correct or incorrect that what you are 
telling us about reflects very substantial progress in terms of admin- 
istrative management? It is something you have been concentrating 
on in the last few years and as a result this great progress has been 
realized. 

Mr. Suvurr. You are correct, sir. 

Mr. Passman. Specifically, there is another point. You refer to the 
date that the Congress passed the appropriation bill. Merely reading 
the record without having it corrected would indicate the delay was 


the fault of the Congress. I only want the record to indicate the 
facts. 
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Mr. Gary. This committee has been insisting and requesting and 
begging for these estimates earlier for every year that I have been 
on the committee, and that has been from its very inception. 

Mr. Suurr. Having written the statement there was no inferred 
criticism implied here. 

Mr. PassmaAn. We were helping you fortify your position by stat- 
ing for the record the facts as they are. 

Mr. Suurr. Our plans for fiscal year 1959 are shown by the black 
dotted line, and we anticipate even greater improvement. This esti- 
mate is based on the assumption that the earlier consideration of the 
program by Congress this year will result in an appropriation at the 
beginning of the new fiscal year. 

Mr. WicGLeswortH. That is going to give you how much ? 

Mr. Suurr. That will give us a matter of 2 more months here. 

Mr. WiceieswortH. December 1 ? 

Mr. Suurr. Actually, we hope to get started considerably earlier, 
as you can see by a comparison with our 1958 figure here. We hope 
to be able to get this ull done [indicating] by the end of the calendar 
year. 

Mr. Wiccieswortu. How much is that percentagewise ? 

Mr. Suurr. It is two-thirds. 

Mr. Taser. Two-thirds by December ? 

Mr. Suourr. Yes. 

Mr. Taser. That means 5 out of 12 months? 

Mr. Suurr. That is right. 


EXTENDED AVAILABILITY OF APPROPRIATION 


Mr. Passman. Under such procedure then there certainly would 
be no need of your having 18 months in which to obligate these funds. 

Mr. Suvrr. Well, sir, in obligations, as you know, it is always the 
last increment that takes the longest to spend. 

Mr. Passman. You are eliminating a part of the handicap by get- 
ting the money earlier. If you are going to obligate according to the 
chart here, would you actually need 18 months in which to obligate 
the money ? 

Mr. Suorr. Sir, I would think we eventually would not need 18 
months. 

Mr. Passman. You are traveling in that direction, to get the period 
of time back to 12 months? 

Mr. Suurr. It is good business to spread your obligations out 
sensibly through the current year because when you get to the last 
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quarter of the fiscal year there is always a great rush to obligate the 
last increment of whatever you have left. If you do have to do this, 
oftentimes the charges are not so wise compared to what they would 
be if you had a little more time to do it. I would think that we are 
trying to do what you are suggesting here. 

Mr. Passman. To work back to a 12-month limitation on obliga- 
tions? 

Mr. Suourr. I think we might want to arrive at that, but I would 
certainly not think it was the time now to do that. 

Mr. Passman. You have had that law for only 1 year? 

Mr. Suurr. That is right. 

Mr. Passman. You are already going in the other direction, bring- 
ing the time back to 12 months? 


ALLOCATION OF MSP FUNDS TO SERVICES 


Mr. Spracue. I think there is an explanation of this in terms of 
our original question. These lines, as I understand them, represent 
the allocation of funds to the services. The obligation does not take 
place until the services place the order for the equipment, which is 
Jater than our allocation to them. You need, I think, in that con- 
text—and it is going to be very helpful to us—to have the 18 months. 

Mr. Passman. This year, yes. I liked your statement that the 
trend was going back to 12 months. I shall not press that point for 
any further comment, but I want the record to indicate we may 
eventually get back to a 12-month type of operation. 
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Mr. Suurr. The funds appropriated for military assistance are paid 
out when the material is delivered or the service is rendered. With 
long lead time items, this means that it may be 2 or 3 years from the 
date of appropriation to the date of expenditure. But the law requires 
that the funds must be on hand before we can order the weapons and 
supplies for our friends and allies. This means that a substantial 
amount is at al] times tied up in the form of working capital—funds 
reserved to pay for goods and services on order. Control of this un- 
expended balance is one of the most important parts of the manage- 
ment of this program. 

This chart shows the amount of these funds expended each year and 
the carryover at the end of the year. You will notice that the amount 
of the unexpended balance has been reduced from a high point of 
$8,500 million in fiscal year 1953 to an estimated $3,400 million at the 
end of this year. 

Mr. Passman. There was a different type of program. When did 
NATO come into being in the form it is today ? 

Mr. Spracur. The program started in 1950. 

Mr. Denton. You ought to get delivery sooner now than you did 
back in 1950. 

Mr. Spracue. Yes. 

Mr. Suurr. There are several reasons that we should get deliveries 
quicker. Next year, we expect it will go down even further—to $3 
billion, or slightly less. 

The reduction is brought about by spending more than the amount 
of the new appropriation. This process cannot go on indefinitely or 
the program would be bankrupt. 

In this connection, it is interesting to note from the chart that our 
expenditure rate has leveled off at slightly over $2,200 million per 
year. Barring unforeseen changes in the world situation, we expect 
that our security will continue to require expenditures at about this 
rate. 

Control of the amount of the unexpended balance is effected pri- 
marily by limiting funding to required lead time. We have also sched- 
uled the program to assure effective utilization of materiel upon de- 
livery. Requirements data submitted by the Military Assistance Ad- 
visory Groups are carefully reviewed with this in mind. As I men- 
tioned i in connection with the previous chart, the amount of carryover 
is also dependent upon the date on which funds are made available 
to the operating agencies. Any reduction in administrative lead time 
reduces the amount of carryover required. 


LENGTH OF PIPELINE 


Mr. Wiceiesworrn. I understand you anticipate a $3 billion unex- 
pended balance at the end of 1959 compared with a lev elof expenditure 
of about $2.2 billion. 

Mr. Suvurr. That is correct, sir. We think this is about what the 
program needs. 
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Mr. Wicciesworrn. That gives a pipeline of something less than 
18 months ? 


Mr. Suurr. It is just about 18 months. We are thinking in terms 
of 18 months. 

Mr. Spracur. Actually, what it means is that if we went in for the 
fiscal year 1960 with an appropriation of $2 billion, and had a $3 
billion carryover unexpended balance of obligated funds, this meets 
the required lead time of about 18 months, if your expenditure rate 
leveled off at the amount of your appropriations. 

Mr. Taser. If we can get these figures and estimates a little earlier 
than we have this year- “and we are getting them a little earlier this 
year than last year—that will nhtin k off just so much of the amount of 
the unexpended balance that we have to carry. That is the exact pic- 
ture that you have to face. <A justification for your having such terrific 
unexpended balances is that the appropriation was not in effect until 
shortly after the 1st of September. That is the picture. I think that 
we ought to understand that. In other words, the speeding up of 
these legis): ative processes so perhaps they could ultimately get a law 
in effect before the Ist of July would help solve the problem | of unex- 
pended balances. 

Mr. Sprague. Yes; although I think in the case of this program; 
by the end of this fiscal year, we will have pretty nearly solved it any- 
way. It is dependent on early appropriations. 

Mr. Suurr. Returning to your question, Mr. Wigglesworth, we as- 
sumed the $1.8 billion in this computation. This is a box score of 
what has happened with the carryover, the new obligational authority, 
the total available. 

Mr. Denton. You have not gotten the authorization. 

Mr. Suurr. We had to use something, and this is it. 

Mr. Wiccieswortn. To the extent that figure of $1.8 billion is re- 
duced there will be a corresponding reduction in the estimated un- 
expended balance ? 

Mr. Suurr. Yes. We expect to spend about at this level we have 
here [indicating], and to that extent, if that were accomplished, then 
the carryover of the pipeline would be reduced by that amount. 

Mr. Wiecteswortn. You either reduce your expenditure or your 
18 months’ pipeline ? 

Mr. Snurr. Yes. 

Mr. Spracur. I believe that we have to reduce the expenditures. 

Mr. Miiier. But you have less in the pipeline in either case? 

Mr. Suurr. That is right. 
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If the appropriation we are requesting is granted, we expect to have 
an unexpended balance of $3 billion at the end of fiscal year 1959. 
This chart shows the materiel we expect to have on order on June 30, 
1959. Each bar shows the amount of money that will be oblig: ted 
for a particular category of items. Each bar is divided to show the 
fiscal years during w vhich the funds for that category of items were 
obligated. For ex xample, at the end of fiscal year 1959 we will have 
$666 million on order for missiles. Of this, $233 million is the amount 
we are requesting, and expect to obligate for missiles during fiscal 
year 1959, plus all of the $412 million obligated for this purpose in 
fiscal year 1958—which includes Eder funds for IRBM’s from 
prior year funds—plus $21 million of the $55 million order for mis- 
siles placed in fiscal year 1957. 

The situation with respect to aircraft, as you can see from the chart, 
is similar, although a larger proportion of the fiscal year 1957 money 
will have been spent. 

The first 2 categories on this chart—missiles and aircraft—account 
for 37 percent of the carryover. This is to be expected, because these 
are long lead time items. 

In the case of the category called, “Other nonmateriel,” which 
includes training, packing, crating, handling, and transportation, only 
a small portion of the funds for fiscal year 1959 will be carried over 
into fiscal year 1960. 

Mr. WiecteswortH. That is a breakdown of $3 billion unexpended 
balance that you expect to carry over ? 

Mr. Suvurr. That is right. 

Mr. WiccieswortHh. How much of that wouid be unobligated ? 

Mr. Suourr. It will all be obligated. 

Mr. Wicetesworrn. All of it will be obligated ? 

Mr. Suourr. Yes. 

Mr. WicceLrswortH. I was not sure about the last item that you 
mentioned. 

Mr. Suurr. That is an obligation. 
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We are requesting $1,800 million of new obligational authority in 
fiscal year 1959. 

Slightly over half—$955 million—of this amount will be used to 
complete the initial equipment of existing units and provide for new 
units. This sum will also enable us to replace some of the older 
equipment with more modern equipment, thus improving the military 
effectiveness of our allies. 

About 18 pere 1—of the total amount requested will 
be used to maintain essential existing forces. This includes the repair 
and rehabilitation of equipment, the provision of spare parts Shere 
countries are not able to assume this responsibility, the replacement of 
attrition losses, and the provision of training ammunition. 

The balance of the $1,800 million will be used to finance the United 
States share of certain cost-sharing programs, $127 million, or 7 per- 
cent; for credit sales, $80 million; for training allied soldiers Naan 


tee 











and airmen, $86 million; for preparing the material for shipment 
and for transporting it to our allies, $120 million or 7 percent; and 
for other authorized purposes, $100 million or 6 percent. 
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This chart shows the requirements for force improvement in detail. 
We are requesting $955 million of new obligational authority for 
force improvements. 


This is 53 percent of the total new obligational authority requested. 
MISSILES 


Approximately 24 percent is required for missiles. General Nor- 
stad has reviewed the NATO force plans, and coordinated missile re- 
quirements have been developed. In an age when aircraft and missiles 
that travel much faster than the speed of sound make relatively adja- 
cent neighbors of hostile countries formerly great distances apart, it 
is imperative that the shield forces in Europe be armed with new 
weapons systems. The fiscal year 1959 program now before you does 
not contain any funds for intermediate range ballistic missiles. More 
money may be needed for this purpose, and will have to come from 
reprograming, or by requesting additional authority and funds at a 
later date. squadrons of IRBM’s to be stationed in the United 
Kingdom have been ordered with prior year funds released from plan 
K, a plan to modernize the Royal Air Force to meet its NATO com- 
mitments. 

The fiscal year 1959 program will provide $17 million for equipping 
battalions of Corporal or Sergeant missiles. These are short- 
range tactical surface-to-surface guided missiles. It will provide $19 
million for --—— battalions of LaCrosse, which is a highly accurate, 
mobile, general support field-artillery-type guided missile. It includes 
$98 million for — battalions of the Hawk, a newer antiaircraft 
missile primarily for defense against low-flying planes. It provides 
$48 million for ———— Terrier systems, a surface-to-air missile to be in- 
stalled on — naval cruisers. The ———— countries receiving the 
Terrier systems will supply the cruisers and $4 million for each ship 
conversion. Forty-three million dollars are earmarked for Side- 
winders, an air-to-air guided missile designed to destroy high per- 
formance enemy fighters and bombers from sea level to altitudes of 
over 50,000 feet. Ten million dollars are included for SS-10’s, a 
French antitank missile developed with United States help under the 
mutual weapons development program, which will be allocated on the 


basis of military priorities and country capabilities to utilize them 
most effectively. 














AIRCRAFT MODERNIZATION 


Two hundred thirty-eight million dollars are requested for moderni- 
zation of the aircraft of MAP-supported tactical air forces. Super- 
sonic aircraft with atomic capabilities are essential to replace older 
types which cannot effectively meet the challenge of high performance 
Soviet aircraft now operational. Some of the squadrons of F-100’s, 
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which were pRoppes out of the fiscal year 1958 program, are again pro- 
gramed in fiscal year 1959 to continue modernization. If, by the time 
fiscal year 1959 funds become available, sufficient advances hares been 
made in a NATO lightweight ground-support fighter or other similar 
fighter aircraft with advantages of easy maintenance, cheaper opera- 
tion, and flexibility of deployment, we may program these. Aircraft, 
like missiles, will be allocated to countries with highest priorities 
upon the military advice of General Norstad, and the recommenda- 
tion of the Joint Chiefs of Staff. These aircraft will be delivered be- 
ginning in fiscal year 1961. 
VEHICLES 


Eleven percent of this amount is for the vehicle program, of which 
the Far East rebuild and procurement constitutes the largest portion. 
Mobility is essential for modern forces and World War II vehicles are 
getting beyond the point of economical repair. 


CONSTRUCTION 


Ninety-one million dollars are requested for construction. It in- 
cludes troop-housing projects, storage depots, and aircraft mainte- 
nance facilities. 

ELECTRONICS 


Approximately 50 percent of the $80 million requested for elec- 
tronics is to improve the Air Force ground control approaches, air- 
borne radio equipment and aircraft control and warning systems. 
Over 25 percent of the total amount is for aircraft control and warn- 
ing systems, and for airbase communications and electronics equip- 
ment which is designed to continue the scheduled phaseover to the 
Japanese air self-defense forces. 


MISCELLANEOUS 


We are requesting $55 million to continue to modernize the fleets 
of our allies. Fifty-one million dollars are included for essential am- 
munition reserves and $21 million for tanks. The residual amount of 
the $85 million includes artillery weapons, training aids, medical 
equipment, and the like. 
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This chart shows the $332 million necessary for the maintenance of 
the forces of our allies. One hundred and fifty-five million dollars 
are for the replacement of equipment which is no longer economically 
reparable. 

ifty-six million dollars is requested to provide follow-on spare 
parts for previously supplied equipment. It is our policy that coun- 
tries will assume responsibility for their own spare parts whenever it 
is possible for them to do so without seriously impairing the effec- 
tiveness of their military effort, and cutoff agreements have been 
reached with many countries. To make this policy effective, a NATO- 
wide supply management system is now being established in Europe. 
We are confident that the requirements for United States funds for 
spare parts support in Europe will be substantially reduced when 
this system is in full operation. 

We are including $51 million for training ammunition under the 
head of force maintenance. It is not possible to maintain the combat 
effectiveness of any military force without regular range and firing 
exercises. 

Petroleum, oil, and lubricants in the amount of $29 million will 
provide jet fuel, gasoline, diesel fuel, and lubricating oils. Ninety 
percent of the $16 million for subsistence is requested for 3 Far 
East countries. ; c 

We are requesting $20 million for repair and rehabilitation of mili- 
tary assistance program materiel. 











X LavHp 


ro 
oD 
™ 


— 





SAVUNONd ONIYVHS-LSOO 








oo 


232 


In the broadest sense, the entire military assistance program is a 
cost-sharing undertaking. We share with our allies the cost of pro- 
viding military strength for the defense of the free world. 

There are certain parts of the program, however, that are labeled 
“cost sharing” because the specific contributions to be made by the 
United States and the participating countries are a matter of special 
agreement. 

Our estimate of the amount required for these programs in fiscal 
year 1959 is $127 million, as shown on this chart. As you will note, 
$60 million is for infr: astructure ; $40 million is for the mutual weapons 
development program; $20 million is for the facilities assistance pro- 
gram; and $7 million for international military headquarters. 

Mr. Mitier. What sort of facilities does that include ? 

Mr. Sprague. Machine tools mostly. 

Mr. Passman. What about the international military headquarters? 

Mr. Srracve. It is the United States percentage of contributions 
which go toward the support of the headquarters. It is the adminis- 
trative support of General Norstad. 

Mr. Gary. Itis SHAPE and SEATO? 

Mr. Spracue. Yes. 

Mr. Passman. The machine tools confused me. 

Mr. Mriier. That was under the 16 percent. 
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Mr. Suurr. The programs shown on this next chart amount to 
$386 million, representing 22 percent of the total request. Packing, 
crating, handling, and transportation in the amount of $120 million 
represents relatively fixed charges essential to the movement of 
materiel. 

TRAINING 


The fiscal year 1959 training program of $86 million will provide 
for training personnel of 40 different countries. This increase, over 
the amount programed in fiscal year 1958 of $68 million, represents 
the much greater emphasis being given the training requirements 
generated by the new weapons systems such as missiles and modern 
aircraft. This training provides for approximately 24,000 course 
spaces for our allies in service schools, both in the United States and 
and abroad. In addition, approximately 553 technical representa- 
tives and 171 mobile training teams will operate in the field and pro- 
vide instructions in the maintenance and operation of MAP equip- 
ment and weapons, and help in the establishment and reorganization 
of supply, training, and maintenance systems. 


ADMINISTRATIVE COSTS 


Mr. Passman. On chart 11 you show administration, $25 million; 
United States support, $12 million, and office expense, $4 million. 
What is the difference in those three appropriations? Are they not 
all administrative ? 

Mr. Suurr. They are all a variety of administration. We could 
have lumped them all in one figure. The UN support is logistic 


support. 

Mr. Passman. I am talking about the $4 million, OSP office ex- 
pense. What is that? 

Mr. Suurr. That is the price we pay for our share of the cost of 
doing offshore procurement overseas. 

Mr. Passman. Office expense is under administration. Do you dip 
into that for the same thing? 

Mr. Suorr. This is a different kind of administration. This is the 
administration of the program. 

Mr. Passman. What would that be? 

Mr. Suourr. The offshore procurement expense is the expense specif- 
ically related to offshore procurement. 

Mr. Passman. It is still under administration, is it not ? 

Mr. Suurr. We administer it, yes. If you wanted to put it to- 
gether, it would be $29 million. It is another kind of administra- 
tive expense. This happens to be the administrative expense on an 
overall basis, not counting the offshore procurement expense. 

Mr. Passman. It just as easily could have been $29 million for 
administration ? 

Mr. Suvurr. It could have. 

Mr. Passman. I agree that you are correct because if you say “office 
expense,” you certainly are not training soldiers in that office. 

Mr. Suurr. The Comptroller has an objection, Mr. Chairman. Let 
us ask him to say what his objection is. 
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CONTRIBUTION TO OPERATION OF OFFSHORE PROCUREMENT OFFICES 


Mr. SHaw. Mr. Chairman, administrative expense is the direct cost 
of administering the military assistance program. ‘The cost of our 
contribution to the military departments in Behalf of the operation 
of the offshore procurement offices is a reimbursement to another 
agency for services they render for us, not through the use of direct 
employees, but it is our contribution to the share of operating the 
procurement and inspection procedures that are involved in offshore 
procurement. a 

Mr. Passman. It would be administrative so far as the individuals 
who are occupying the offices are concerned. They are working in an 
administrative capacity, are they not ? 

Mr. Suaw. No, sir, I would not say they were. They are engineers 
and other people who are engaged in inspecting products that are be- 
ing bought by the United States. That is different from the adminis- 
trative expense. 

Mr. PassmAn. What part is for salaries and what part is paid out 
for office expense ? 

Mr. Suaw. It is a reimbursement. It is a proportionate share of 
the cost of operating the procurement enterprise. 

Mr. Passman. What part of it is for rent ? 

Mr. Suaw. That is included in that $4 million. 

Mr. PassMAN. Office expense is just general ? 

Mr. Suvurr. I have oftentimes objected to this term. I think it is 
not representative of what the money goes for. It should be “offshore 
procurement shared expense.” It should not be office expense. 

Mr. Passman. When you say office expense, there is some question 
as to what type of office expense. 

Mr. Suurr. It is not office expense as such. This is a name we in- 
herited. Ido not like it. 

Mr. Mitier. Am I correct in saying that the offshore procurement 
is handled by the military ? 

Mr. Suurr. That is correct. 

Mr. Miter. And they do certain work for you and you pay a cer- 
tain percent of the overhead, but so far as you are concerned, that is 
a cash payment to refund to an entirely different outfit ? 

Mr. Suvurr. That is correct. 


SALES PROGRAM 


Approximately 60 countries and international organizations have 
purchased military equipment from the United States. Most of our 
sales to date have been for cash, and it is expected that substantial cash 
sales will continue in the future, particularly to countries like Canada 
and Germany which, together have accounted for almost two-thirds of 
the total sales to date. 

Mr. Taser. What becomes of the money they pay ? 

_ Mr. Suurr. The bulk of sales are under section 106 of the Mutual 
Security Act. The receipts go to the military departments. 

Amendments to the Mutual Security Act were enacted last year by 
the Congress which authorized local currencies received in ayment 
for military equipment to be reused for other military requirements 
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and the reuse of dollar repayments on credit sales for financing addi- 
tional sales. 

This new authority assists us in accomplishing United States policy 
objectives to achieve increased country self-support. Countries pre- 
viously receiving grant-aid primarily because of foreign exchange 
shortages are now provided a means of procurement in the United 
States. Further, countries with only moderate annual amounts for 
procurement of materiel may now amortize the cost of certain mod- 
ernization programs through United States credit assistance. 

In fiseal year 1958, $97 million have been earmarked under the 
military assistance program to provide credit to our allies who wish 
to buy material from the United States to meet mutual security ob- 
jectives. 

It is difficult to forecast the volume of future sales since they are, 
in the final analysis, dependent upon the decisions of foreign coun- 
tries to buy. However, it is estimated that about $100 million of po- 
tential sales to countries such as Australia, New Zealand, Venezuela, 
and other Latin American countries will be possible if the United 
States can provide credit assistance. An estimated $20 million of re- 
payments on credit sales made will be available to finance such sales 
in fiscal year 1959, leaving a balance of $80 million of new obliga- 
tional authority which is being requested from the Congress for fiscal 
year 1959. 

In addition to those anticipated sales, there is a potential market 
for further sales to Western European countries and Japan. Some 
of the items included in their country programs, for which funds are 
requested as grant aid, may be sold to those countries; however, specific 
agreements for such sales have not been made. It will be our objective 
in fiscal year 1959 to make every reasonable attempt to meet a signifi- 
cant portion of these military requirements through military sales. 


ADMINISTRATION 


The fiscal year 1959 administrative expense request amounts to $25 
million. The military departments bear a large part of the total ad- 
ministrative and operational cost by furnishing military personnel, 
equipment, and facilities to carry out the military assistance program. 


INTERNAL SECURITY 


Ten million dollars are requested for the overseas internal security 
program. The objective of this program is to assist certain countries 
in developing the capabilities of their internal security forces and 
agencies to enable them to counter Communist subversion. 


U. N. SUPPORT 


The amount requested for support of United Nations forces in 
Korea is $12 million. 

Mr. Wieaiteswortu. What is that ? 

Mr. Suurr. That is logistics support, Mr. Wigglesworth. The 
U. N. Command in Korea consists of Ethiopian, Turk, Thai, United 
Kingdom, French, and Greek forces. All of them are small token 
forces. In other words, we supply them the logistic support for their 
existence. 
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Mr. Wicetrsworrn. None of our own troops are involved in this 
expenditure ? 

Mr. Suvurr. No, sir. 

Mr. Wice.eswortu. This is a certain percentage of the total, or do 
we put it all up? 

Mr. Suurr. I think it is very pretty much a fixed amount. 

Mr. Wicciesworru. Is it also a reimbursement to the Department 
of Defense ? 

Mr. Hortcomere. This was an arrangement which was made at the 
beginning of the Korean conflict. Under these arrangements those 
nations that were able would provide their own support. For those 
nations which could not pay for their own forces, support would be 
provided. Originally, and until a couple of years ago, such support 
was provided out of the Department of the Army budget. After the 
termination of combat it was shifted to the military assistance budget, 
and it is pretty much on a per-man-day reimbursement to the Depart- 
ment of the Army which carries the logistics burden. 

Mr. Passman. That has to do with the nations furnishing person- 
nel who are unable to pay for the cost themselves ? 

Mr. Hotcomese. That is correct. 

Mr. Passman. Do you have the names of the nations and the num- 
bers involved ? 

Mr. Hotcompe. Yes, sir. 

Mr. Passman. How many nations are involved ‘ 

Mr. Hotcompe. We have the names of the nations here. We can 
provide the numbers. 

Mr. Suurr. Turkey, Thailand, the United Kingdom, Greece, 
France and Ethiopia. 

Mr. Passman. Did you say the United Kingdom? 

Mr. Suurr. Yes, sir; and Greece. It is a very small force, sir. 

Mr. Passman. That is Great Britain; is it not? 

Mr. Suourr. Yes, sir. 

Mr. PassmMAn. You state that Great Britain is unable to pay for its 
own forces ¢ 

Mr. Hotcomer. The United Kingdom largely provides their own 
equipment because they are equipped differently than we are. The 
only thing we provide are certain kinds of supplies that are common 
to United States forces which they do not normally have. 

Mr. PassmMan. Will you name the others ? 

Mr. Suvurr. France, Ethiopia, and Greece. 

Mr. Passman. And the total number of personnel involved ? 

Mr. Suurr. I do not know. It is about 10,000, I believe, all told. 

Mr. WiceieswortH. What is the duration of this agreement ? 

Mr. Suvrr. I am sorry, sir, but I do not know the duration of it. 

Mr. WicateswortnH. Do you know, Mr. Holcombe ? 

Mr. Hotcomse. The original arrangement was entered into during 
the period of combat. The agreement has been continued and pre- 
sumably it will last as long as there are troops in Korea that require 
support which they cannot provide for themselves. 

Mr. Wicerrswortn. Maybe they cannot provide the support now, 
but maybe they will get into position where they can pay for it? 

Mr. Hotcomepe. They provide their own support to the extent their 
foreign exchange position permits them to pay for it, as has been the 
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case with Sweden. In other cases where possible they use their own 
type of equipment. This reduces the requirement for United States 
support. 

Mr. Miier. Is not the real reason that they are just token forces 
over there, and you have to have a logistic setup? In the old days, 
the Army just picked up the check and as of now you are refunding 
to the Department of Defense a certain percentage of that overall ex- 
pense without allocating dollar for dollar for each country? 

Mr. Suvurr. That is correct. 

Mr. Mutter. It is just a bookkeeping transaction; is it not ? 

Sr. Suurr. Yes, sir. 


CONTRIBUTION OF OTHER COUNTRIES TO U. N. FORCES IN KOREA 


Mr. Passman. When we go out and tell the people that nation X 
and nation B are contributing this to the effort in Korea, we are mis- 
representing facts to some extent; are we not? 

They have the personnel there, but we are picking up the checks. 

Mr. Suourr. I do not think we are picking up the dodo ai of 
them, sir. I think it is a cost-sharing proposition. 

Mr. Passman. You said that this was a contribution to the nations 
who have personnel there, but which could not pay their own way. 

Mr. Suurr. Actually, I said, sir, I believe that this was the logis- 
tics support of the token number of troops that these various nations 
supplied to the U. N. command in Korea. 

Mr. Spracvue. This isa very small part of the total cost. 

Mr. Passman. The little things make up the big things. If you 
keep putting little things together, you wind up with something big. 

Mr. Sprague. The $12 million which we contribute is a small amount 
of the cost involved in maintaining those forces over there. 

Mr. Suurr. I have an exact figure now on the number of troops 
rather than the 10,000 figure used previously. The exact figure is 

men. 

Mr. Gary. Off the record. 

(Discussion off the record.) 
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OFFSHORE PROCUREMENT 


Mr. Suvrr. It is United States policy that offshore procurement 
will not be undertaken if it will: (1) Have serious adverse effects on 
the United States production base; (2) result in unjustifiable price dif- 
ferentials in comparison with United States supply of similar type 
items; (3) result in failure to meet United States delivery objectives; 
or (4) jeopardize security interest of the United States. 


UNITED KINGDOM MISSILE MANUFACTURE 


Mr. Passman. Are we not beginning negotiations with Great 
Britain at this particular time for some of our guided missiles which 
they are going to manufacture instead of them being manufactured 
in this country ? 

Mr. Suourr. No, sir. 

Mr. Passman. I have some information along this line which I am 
going to ask about later. 

Mr. Suvurr. The United Kingdom has its own missile development 
program. 

r. Passman. Are we not contracting with them to build the items 
and then we are going to reimburse them ? 

Mr. Suvrr. No, sir. 

Mr. Passman. We have no agreement of that type in the making 
at this time ? 

Mr. Suurr. We have the IRBM agreement with them which pro- 
vides that we will furnish the missiles and the United Kingdom will 
provide the bases, at their own expense. 

Mr. Passman. They are not in the manufacturing field now? 

Mr. Suorr. They have a project which they call the —-—— which 
is an intermediate range ballistic missile, and which is still in the 
development stage. We make a contribution to this project through 
the mutual weapons development program which is a cost-sharing 
research program. 

Mr. Passman. Not actually in the manufacturing end ? 

Mr. Suorr. No, sir. 

Mr. Passman. The program would not come under the offshore 
procurement ? 
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Mr. Suurr. No, sir. 

Offshore procurement has rapidly declined in recent years due to 
the changing nature of MAP materiel requirements and the vital 
need for retaining orders in the United States to sustain the domestic 
military production base. The result of these changed factors is read- 
ily apparent from this chart, where it can be seen that contracts placed 
have been reduced from a total of $1,600 million in fiscal year 1953 
to an estimated $112 million in fiscal year 1958, while expenditures 
have decreased from a maximum of $668 million in fiscal year 1956 to 
an estimated $229 million in fiscal year 1958. 

Mr. Passman. That is $1.6 billion down to $112 million ? 

Mr. Suorr. $112 million. 

Mr. Passman. If this is not classified, may the committee have a 
list of the countries in which you have offshore procurement contracts? 

Mr. Suurr. Yes, sir. 

Mr. Passman. And what those contracts cover ? 

Mr. Suourr. Yes, sir. 

Mr. Passman. And the amount going to each country ? 

Mr. Suourr. Yes, sir. 

(The information requested follows :) 
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Mr. Passman. Do you have contracts with France at this time? 
Mr. Suourr. Yes, sir; I believe we do have contracts with them. 
Mr. Hoxcomes. Is that the contracts now being placed ? 

Mr. Passman. Those contracts in effect which make up the amount 
of money we will pay out of the $112 million. 

Mr. Hotcompe. Yes, sir. 

Mr. Suurr. Current offshore procurement is restricted to items 
which must be of foreign types to support foreign equipment; items 
no longer produced in the United States; arrangements whereby the 
producing country contributes a substantial portion of the costs in- 
volved; and other similar circumstances. 


MANAGEMENT IMPROVEMENT 


I have earlier discussed with you the improvements in the manage- 
ment of our program with respect to the clarification of the definitions 
of our force objectives; the establishment of a centralized NATO 
spare-parts supply-management system; the decrease in the conven- 
‘tional forces eligible for support under grant aid; and the transition to 
support of newer type weapons systems. 

Mr. Sprague has mentioned that the United States is making avail- 
able designs of advanced weapons for joined production in the NATO 
area to reduce their reliance on the United States. 


PROGRAMING GUIDANCE 


Last year, we advised you of the steps being taken to improve the 
programing process, beginning with the issuance of a new Depart- 
ment of Defense instruction—our Military Assistance Program- 
ing Guidance”—which provides uniform instruction to all military 
agencies concerned. This new programing guidance, first applied 
in March 1957, is already yielding substantial benefits. The burden 
placed upon the military assistance advisory groups and unified com- 
mands for the preparation and submission of programing data for- 
merly required on an annual recurring basis has been substantially 
reduced. 

The Guidance standardizes methods for preparation and presenta- 
tion of data for all regions, countries, and military services. It facili- 
tates processing both in the field and at review levels and permits full 
and equitable consideration of all deficiencies. It provides for care- 
ful consideration of data on assets, excesses and consumption rates. 
It produces a single coordinated submission containing data needed 
to formulate and justify programs without excessive reference to the 
field for additional information. Since it produces a statement of 
requirements for several years ahead and establishes a priority for 
accomplishment, it permits prompt and valid implementation of the 
programs in relation to fund availability. 


IMPROVED REPORTING SYSTEM 


We have made a critical and comprehensive review of the reporting 
and control data required at all levels of management in order to 
delevop a correlated reporting system that would satisfy essential re- 
quirements with maximum accuracy and minimum delay and person- 
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nel. The working group, with General Accounting Office participa- 
tion, examined reports and determined data requirements in the three 
basic phases of the management cycles—programing, implementation, 
and control. 

Recommendations are now being implemented by the Office of the 
Secretary of Defense and the military departments. Some reports 
have been canceled, while others have been simplified and streamlined. 
The new reporting system is contributing to greater efficiency and 
improved operation of the military assistance program. 


RAPID DATA PROCESSING SYSTEMS 


Calendar year 1957 saw expanded reliance upon mechanical account- 
ing systems using electrical data-processing machines. Requirements 
and assets data collected under the new MAP programing system 
have been tabulated and priced by country, military service, and 
priority. These tabulations have been furnished field agencies as a 
basis of review of actions taken and as a device for submitting up- 
dated requirements for future programs. More rapid data process- 
ing will accelerate the programing, review and decision-making process 
for the military assistance program. 


COMPREHENSIVE INTERNAL AUDIT 


We utilize the facilities of the military departments for the pro- 
curement and delivery of equipment and supplies to our allies. Com- 
pliance with procurement policy and procedures in each of the 
military departments is, and has been, subect to audit by the audit 
agency of the particular military department concerned. On October 
4, 1954, specific audit responsibilities were assigned to the military 
departments by the Assistant Secretary of Defense (Comptroller). 
In addition to this arrangement, the operations have been inspected 
repeatedly by officials of the Bureau of the Budget, the Office of the 
Secretary of Defense, the staffs of the Secretaries of the Army, Navy, 
and Air Force, and the Unified Commands. Although all of these 
inspections are not classified as accounting audits, they have in fact 
been audits of performance and compliance with policy and regula- 
tions, 

In December 1957, in order to achieve a more integrated audit of 
the military assistance program, including the work performed at 
headquarters by the Office of the Assistant Secretary of Defense for 
International Security Affairs, the Assistant Secretary of Defense 
(Comptroller) established an audit committee composed of represen- 
tatives of each of the three service audit agencies under the direction 
of members of the OSD audit policy staff. This committee is prepar- 
ing a comprehensive MAP audit plan on an integrated basis whtich 
will later be implemented by the internal audit agencies of the serv- 
ices. This action will result in improved scheduling and integration 
of MAP audits which will include all organizations having respon- 
sibilities for the military assistance program. 


REDUCTION IN UNITED STATES MAAG PERSONNEL 


The Secretary of Defense directed a reduction of United States 
personnel, approximating 12 percent, to be considered for the various 
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military assistance advisory groups. This will result in a reduction 
of 752 spaces by July 1, 1958. 

Mr. Wiectesworru. That decision has been made? 

Mr. Suurr. Yes, sir; and they are on their way to that point. 
;' Mr. Wiccieswortu. Out of what total? Is that 12 percent, rough- 
y: 

Mr. Suvurr. Yes, sir. A 12.9 percent reduction, sir, will have been 
effected by July 1, 1958. 

MAAG TRAINING 


A training course for United States officers newly assigned to duty 
with the military assistance program will start in September. The 
course will give key personnel a well-rounded orientation in United 
States foreign policy as well as in the purpose and operation of our 
mutual security programs and a knowledge and understanding of 
the country to which they will be assigned. We are confident that this 
course will increase the overall effectiveness of our military assistance 
program. 

In conclusion, I assure you that every effort has been made to 
guarantee the integrity of this program. Valid requirements exist 
for all of the funds requested for fiscal year 1959. They are essential 
for the effective continuation of the military assistance program. 
In a period when United States resources, including manpower, are 
underutilized, expenditures for this program will continue to provide 
substantial work to American business and American workers. These 
funds will be used to strengthen the deterrent to all-out war by pro- 
viding our allies with atomic delivery capability and improving and 
filling gaps in their early warning systems. These funds will also 
strengthen resistance to internal subversion and local aggression, by 
modernizing the armed forces of our allies and providing them with 
the equipment essential for the maintenance of these forces. I am 
confident that the funds requested for fiscal year 1959 will continue 
to make substantial contributions to the achievement of United States 
foreign policy objectives and to the security of the United States. 

Mr. Passman. Thank you, Mr. Shuff, for an informative statement. 
I want to commend you for presenting your statement without criti- 
cizing the committee for its actions in prior years. You were almost 
complimentary to the committee, in fact, in that the charts indicated 
the streamlining which brought about a better program. 


COMPARISON OF APPROPRIATIONS AND BUDGET ESTIMATES 


I notice on the chart here at page 3 that Congress appropriated 
last year $1,879 million in new funds, and the request has been re- 
duced to $1,800 million for fiscal 1959. 

Mr. Sprague. Yes, sir. 

Mr. Passman. There has been no revision since the preparation of 
this chart; is that correct ? 

Mr. Spracve. No, sir. 

Mr. Passman. Mr. Secretary, the Congress and the people have been 
told year after year that any reduction in the program would have 
serious results. So that the record may be clear let us look at the 
actual facts in regard to the results. 
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How much was requested by the executive department for the mili- 

tary assistance program for fiscal 1956, referring to the original re- 
uest ? 
Mr. Spracue. $1.6 billion, roughly. 

Mr. Passman. The request was for $1.6 billion for fiscal 1956? 

How much was actually appropriated for fiscal year 1956? 

Mr. Spracue. $1.022 billion. 

Mr. Passman. How much remained on hand unobligated at the end 
of fiscal 1956? 

First, however, you were asked the question as to how much was re- 
quested by the executive department for military assistance for fiscal 
1956. That is the question I just asked. 

Mr. Spracuer. $209 million. 

_Mr. Passman. Would you like to go over those figures? I think 
that is perhaps incorrect. 

Mr. Suourr. The total unobligated balance ? 

Mr. Passman. How much did the executive department request of 
the Congress in fiscal 1956? 

Mr. Spracur. $209 million was unobligated at the end of fiscal year 
1956. 

Mr. Snorr. Sir, the answer to your question was $1.6 billion. 

Mr. Passman. How much was appropriated for fiscal 1956? 

Mr. Suorr. $1.022 billion. 

Mr. Passman. How much was unobligated at the end of fiscal 1956? 

Mr. Suurr. $209 million. 

Mr. PassmMan. How much was requested by the executive depart- 
ment for military assistance for fiscal 1957? 

Mr. Spracue. $2.925 billion. 

Mr. Passman. How much was appropriated ? 

Mr. Spracue. $2.017 billion. 

Mr. Passman. How much was unobligated at the end of fiscal 1957? 

Mr. Spracur. $552 million. 

Mr. PassmMan. How much was requested by the executive depart- 
ment for military assistance for fiscal 1958? 

Mr. Sprague. $1.9 billion. 

Mr. Passman. How much was appropriated for fiscal 1958? 

Mr. Spracur. $1.34 billion, plus $539 million reappropriation. 

Mr. Passman. Making a total available for obligation of how 
much ? 

Mr. Spracue. $1.879 billion. 

Mr. Passman. How much will be unobligated as of June 30, 1958? 

Mr. Spracue. Not to exceed $25 million. 


OBLIGATIONS FOR FIRST 9 MONTHS OF FISCAL YEAR 1958 


Mr. Passman. How much have you obligated of the available funds 
during the first 9 months of fiscal 1958 ? 

Mr. Spracur. About 80 percent, and the $25 million that we expect 
will not be obligated by the end of the fiscal year will be obligated 
before the end of the 18 months’ period for which it was appropriated. 

Mr. PassMan. Inasmuch as we have been dealing on fiscal years— 
a 12-months period—you state there will be $25 million unobligated 
on June 30, 1958? 

Mr. Sprague. Yes, sir; that is correct. 
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Mr. Suurr. That is our estimate at this time. 

Mr. Passman. And, at the end of 18 months? 

Mr. Suurr. We would obligate the $25 million, however, if we did 
not have the 18 months’ period within which to obligate it, and we 
would obligate it before the end of that period. 

Mr. PassMan. You mean you would obligate the $25 million dur- 
ing the 12 months if you had not had the extension to 18 months? 

Mr. Suaw. It is not a question of not having a program, Mr. Chair- 
man. It is the balance in the technical services of the obligational 
authority which is just not applied to the last minute. Because of 
law, we must have funds available before we can undertake obliga- 
tions. There is always a drag which results in unobligated balances 
of small amounts of funds which are in the hands of the individual 
service technical departments. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Gary. I wonder if we should have the obligations to the latest 
possible date? 

Mr. Passman. I believe I asked the question as to what you had 
obligated for the first 9 months through March 31. 

Mr. Spracue. At the end of February of 1958, Mr. Gary, the actual 
obligation of funds was $1.138 billion. That is as of the end of Feb- 
ruary of this year. 

Mr. Passman. Did you not give us the figure as to obligations at 
the end of March? 

Mr. Spracue. We estimate at the end of March but we do not have 
the final figure yet, that it will have been $1.228 billion. 


UNEXPENDED FUNDS AT END OF MARCH 


Mr. Passman. May we have for the record the amount of the unex- 
ended funds as of the end of March—the total amount of funds on 
and unexpended ? 

Mr. Spracue. As of the end of February, Mr. Chairman, we have 
expended $1.349 billion, and estimated at the end of March 1958, 
$1.627 billion. 

Mr. Passman. What is the total overall amount of unexpended 
funds? We are not speaking of obligated; we are speaking of the 
total unexpended. 

Mr. SHaw. We do not have that as of this month, sir. 

Mr. Passman. What is the latest date for which you could provide 
that figure? 

Mr. Spracur. We could give you the actual figure tomorrow. Ac- 
tually, we could figure it out by subtracting. 

Mr. Passman. We are looking at a summary here in military assist- 
ance which would indicate that you had unexpended on February 28 
$4,239,668,102; is that correct ? 

Mr. Spracur. I beg your pardon? 

Mr. Passman. This table of the mutual security program, status of 
funds, February 28, 1958, indicates that there was unexpended at 
that time in military assistance alone $4,239,668,102. 

Mr. Spracvur. That is the total of the obligated prior years funds 
plus the 1958 appropriation unexpended. 

Mr. Passman. The total amount? 
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Mr. Spracur. That is the total of the prior year obligated funds 
plus a. balance of the unobligated 1958 appropriation. 


Mr. Passman. Making the total amount on hand unexpended the 
figure just mentioned ? 


ESTIMATED UNEXPENDED FUNDS AS OF JUNE 30, 1958 


Mr. Speracuer. That is correct, and assuming that we spend the bal- 
ance of the appropriation for fiscal 1958 of some $800 million, it would 
bring our carry forward down at the end of fiscal 1958 to $ $3. 3.4 billion 
as explained on the chart. 

Mr. Passman. $3.4 billion on hand for military assistance unex- 
pended as of June 30? 

Mr. Spracue. That is correct. 


ANNUAL RATE OF EXPENDITURE 


Mr. Passman. And what is your annual rate of expenditure ? 

Mr. Spracue. $2.2 billion. 

Mr. Passman. And what is the average lead time? 

Mr. Spracue. 18 months. 

Mr. Passman. But you would be sufficiently funded through the 
request this year? 

Mr. Spracur. Yes, sir. 

Mr. PassMAN. You would be sufficiently funded ? 

Mr. Spracur. On the basis of a $1.8 billion appropriation and $2.2 
billion expenditure rate our total carry forward at the end of fiscal 
1959 would be $3 billion. 


SUFFICIENCY OF PROGRAM AND LEVEL OF OPERATIONS 


Mr. Passman. Mr. Secretary, there has been a tremendous amount 
of publicity given to the foreign aid program in almost every news- 
paper, magazine, and other publication, as well as editorials indicating 
the great ‘damage that had been done to this program in the past. 
How ever, using the figures that you have given to us in your forthright 
report this morning, and the reduced amount of new obligational au- 
thority for fiscal 1959, would the data not indicate that the program 
has been operating on a satisfactory basis and that our commitments 
are being lived up to in a reasonable manner ? 

Mr. Spracur. Mr. Chairman, I have been in this business now for 
slightly over a year. 

Mr. Passman. Yes. 

Mr. Srracve. I feel that your statement is substantially correct. 

Mr. Passman. That is sufficient answer. 

Mr. Spracur. But I do on the other hand wish to say that now that 
we are reaching the point where our unexpended carry forward of 
obligated funds in reaching the level of $3 billion against a lead time 
for average items procured of 18 months, that total to carry forward 
the program as it has been carried forward in the past 4 or 5 years, it 
would be necessary for us to receive from the Congress approximately 
the amount of funds that we are asking for. 

Mr. Passman. I am definitely sincere when I say I want to compli- 
ment you for being extremely fair. We want to be just as reasonable 
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as we can, while representing constituents to whom we have to justify 
our position. We have made substantial reductions in the appropri- 
ations requests in the past, and we have been subjected to criticism for 
so doing. 


CONGRESSIONAL REDUCTIONS IN MUTUAL SECURITY PROGRAM 


I wish to indicate for the record at this point that the Legislative 
and Appropriations Committees during the past 3 fiscal years have 
reduced the amount of the executive department request by $2,214,- 
821,750. Tobe told by many witnesses appearing before this commit- 
tee that our commitments are being lived up to in a reasonable manner 

certainly makes the committee feel that it has been justified in helping 
streamline the program by making the reductions in the past. I think 
the record certainly backs the c ommittee up in its position. 

Mr. Spracus. I am sure. 

Mr. Passman. I think you are very fair in stating that substantially 
my statements are correct in that respect. 

‘Mr. Spracur. The reductions that the Congress has effectuated in 
the program have assisted the executive branch in administering the 
program in a more efficient manner; there is no question about ‘that. 

On the other hand, we have as our objective to make the program 
efficient on our own account. 

Mr. Passman. I do not mean to be facetious when I say that it is a 
pleasure and a privilege for this committee to cooperate with you on 
that. basis. 

Mr. Sprague. I think, though, that ones is a point where you cannot 
make the program much more efficient. I do not say it is as efficient 
as it could be, but I do say we have about reached the point through 
8 or 10 years of experience where there is not too much more that 
can be done to make the program more efficiently operated than it 
is now. 

Mr. Passman. But if we should find some way to help you then you 
would welcome that help ? 

Mr. Spracur. Yes; and we also welcome the help we have had from 
the General Accounting Office in the last 2 or 3 vears—as long as that 
help does not result in watering the program down to the point where 
we think we are not making the contribution to the security which the 
military would like to have us make, and which we ourselves firmly 
believe is desirable. 

Mr. Gary. Mr. Chairman, may I just clear up one figure here ? 

Mr. PassMan. Yes, sir. 


APPROPRIATION FOR FISCAL YEAR 1956 FOR MILITARY ASSISTANCE 


Mr. Gary. On page 1 of this “Fiscal and budgetary status of the 
military assistance program, 1950-58,” prep red by Office of Assistant 
Secretary of Defense for Inter nation: i] Security ‘Affairs, it is shown 
that the appropriation for 1956 was $1,022,200,000, 

Mr. Spracur. Yes, sir. 

Mr. Gary. Just a few moments ago it was stated that figure was $1.4 
billion. I would like to get that straightened out. 

Mr. Spracue. I think you are correct, Mr. Gary. The figure is 
$1 022,200,000. 
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Mr. Gary. And the figure previously given was incorrect ? 

Mr. SuHaw. That was the authorization figure, sir, instead of the 
appropriation figure. 

Mr. Spracur. That is correct, sir. 

Mr. Passman. Will you please correct the record on that, because 
we have charts here and we are trying to compare our charts with those 
of yours. 

Mr. Spracur. What we could do, Mr. Chairman, would be to pre- 
pare & single sheet of paper which would show the request, the authori- 

zation, the ¢ appropr lation and the expenditure. 

Mr. Gary. But also correct that figure in the transcript. 

Mr. Sprague. It could be inserted in the record at this point, if 
the Chair desires. 

Mr. Passman. I wish you would give specific answers to my ques- 
tions, as I ask them in the record, and correct those figures in keeping 
with the record. 

Mr, Gary. I think you should give him permission to put in a sum- 
mary statement for the record. 

Mr. Mruurr. A tabulation would be useful. 

Mr. Passman. Will you please provide such a tabulation for fiscal 
1956, fiseal 1957, and fiscal 1958 ? 

Mr. Srracuer. Yes, sir. 

Mr. Passman. We should like to have the information as to the au- 
thorization request, then the authorization and then the final appropri- 
ation. 

Mr. Spracur. Yes, sir. 

Mr. Passman. And also the unobligated balance. We should like 
to have those four items included. Is that clear ? 

Mr. Spracur. Yes, sir; do you want the expenditure for that year 
also ¢ 

Mr. Passman. I do not think the expenditure is necessary, as long 
as we have the Executive request, and the amount that the Congress 
authorized, and the amount that the Congress appropriated, as well 
as the amount of unobligated funds for fiscal 1956, 1957 and 1958. 

Mr. Wicctesworrn. Do you not want the availability and carry- 
over ¢ 

Mr. Passman. It is all right, if you want to put that information 
on a different page, but I should prefer, and I think Mr. Gary, who 
is making the request, would prefer that this be done, and not con- 
fuse these items with other figures. 

Mr. Suvurr. What you are asking for, Mr. Wigglesworth, is in that 
little box score on the pipeline chart. 

Mr. Miter. Will that be in the record ? 

Mr. Suurr. Yes, sir. 

Mr. Passman. You may supplement that data with any other 
figures that Mr. Miller or Mr. Wigglesworth want included. 
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(The following information was subsequently supplied :) 


Military%assistance (including direct-forces support) 


[In millions of dollars} 





Fiscal year | Fiscal year | Fiscal year 
1956 1957 1958 
rinlbsccaneeinassabnemyassin — | a _ enlcntias 
Executive branch authorization request pivsieeimedus 1, 595. 2 2, 925.0 | 1, 900.0 
Authorization by Congress 11, 450. 2 1 2, 225.0 1, 600.0 
Executive branch appropriation request 1 1,442.2 1 3,000.0 | 1, 600.0 
Appropriation 1, 022. 2 2,017.5 1, 340.0 
Unobligated/unreserved end of fiscal year 2 scue 209. 3 552.3 225.0 


} 
! 











1 Authorization,by Congress excludes, and executive branch appropriation request includes, infrastruc- 
ture. 
2 Estimated. 


FISCAL STATUS OF PROGRAM 


Mr. Passman. Here is a brief factual document prepared by the 
Office of the Assistant Secretary of Defense, summarizing the program 


from 1950 to 1958. If there is no objection we shall insert this booklet 
and statistics into the record at this point. 


(The matter referred to follows:) 


FISCAL AND BUDGETARY STATUS OF THE MILITARY ASSISTANCE 
PROGRAM, 1950-58 


(Prepared by Office of Assistant Secretary of Defense for International Security 
Affairs Comptroller) 


DEPARTMENT OF DEFENSE—MILITARY ASSISTANCE APPROPRIATION 


Status of funds, fiscal years 1950-58 








Fiscal vear | Appropriations Obligations or | Expenditures 
reservations j 
1950 _- ; $1, 314, 010, 000 $1, 100, 969, 004 | $51, 706, 228 
1951 5, 222, 500, 000 | 4, 676, 861, 468 934, 218, 806 
1952 5, 744, 026, 186 5, 591, 192, 352 | 2, 385, 911, 187 
1953 4, 219, 834, 500 2, 512, 086, 508 3, 953, 107, 738 
1954 3, 230, 000, 000 2, 383, 749, 227 | 3, 629, 459, 864 
1955... 1, 252, 700, 000 3, 163, 203, 700 2, 297, 244, 103 
1956 1 200, 000 848, 724, 356 2, 620, 086, 399 
1957 2, 017, 500, 000 1, 664, 542, 373 2, 356, 304, 295 
Subtotal | 24, 022, 770, 686 21, 941, 328, 988 18, 228, 038, 620 
Less adjustments for transfers, reimbursements, 
rescissions._- 1, 542, 641, 698 
lotal available for military a tanee 22, 480, 128, 988 21, 941, 328, 988 18, 228, 038, 620 
Less amounts used for other mutual security pro- 
grams 911, 431, 681 911, 431, 681 893, 860, 061 
Total military assistance program 21, 568, 697, 307 21, 029, 897, 307 17, 334, 178, 559 
1958 appropriation activity 1, 340, 000, 000 1 1, 848, 800, 000 2, 200, 000, 000 
Total fiscal years 1950-58 22, 908, 697, 307 22, 878, 697, 307 19, 534, 178, 559 
Less amounts used for other mutual security pro- | 
grams in fiscal year 1958 2 30, 000, 000 14, 984, 000 
Total military assistance 22, 878, 697, 307 22, 878, 697, 307 19, 519, 194, 559 


1 Obligations estimated through fund availability period Dec. 31, 1958 


? Planned for transfer to economic assistance (defense support appropriation) under provisions of sec. 501. 
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Obligations/reservations by military department, agency and fiscal year, fiscal 
years 1950-57 


{In millions of dollars] 

















Department of Defense Total 
Other military 
| | agencies jassistance 
Army Navy /|Air Force} OSD Total 
I tb ccc sssaleednomionticisebi wadaaea 869.7 74.5 134.2 0.1 1, 078.5 22.5 1, 101.0 
IE Sais dssensodecinch edbassidtarssilsoibeedgob es mien 2, 530.5 442.3 1, 413.5 45.4 4,431.7 245.2 4, 676.9 
IRI Tacs xiii baipt sacle sense Nessie 2, 900.5 650.3 1,710.6 277.2 5, 538.6 | 52.6 5, 591.2 
LE RSE epee inserintscnlndictoal 991.8 320. 1 1, 130.0 9.3 2, 451.2 | 60.9 2, 512.1 
Sl iicchiscidacesaees pulesoaed 986.8/ 216.8] '330.9] 140.5] 1,675.0] 708.7| 2383.7 
Sica cicphalscadinnipts ae assis beehabiebictenniaocien 1, 114.0 350. 4 1, 632.8 91.5 3, 188.7 (25. 5) 3, 163.2 
ENING: dsicatesniicadipieanieienntnbiiiiaaiaial - 754.9 143.0 (190.1); 113.0 820.8 27.9 848.7 
M5 ai esemiceonasig hava cious 971.4 235.0 349.8 | 99.3] 1,655.5 | 9.0} 1,664.5 
Subtotal (1950-57) _........ 11, 119.6 2, 432.4 6, 511.7 776.3 | 20, 840.0 1,101.3 21, 941.3 
Deduct amounts classified as 

GCEnGE CNT TRIO DOORS: ho avis decd ciansnctput ahaa ett ninmcend 911.4 911.4 

Balance amounts classified | 
as military programs_.-_--- 11,119.6 | 2,432.4) 6,511.7 | 776.3 20, 840.0 | 189.9 | 21,029.9 








( ) Indicate minus quantities. 
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Expenditures by military department, agency, and fiscal year, fiscal years 1950-57 


{In millions of dollars] 








j j 
Department of Defense Total 
p Other | military 
| | } agencies jassistance 
Army Navy (Air Foree) OSD | Total 

| | 

Fi | | 
7.9 15. 8 0.2 | 49.6 | 2.1 | 51.7 
101.7 133. 9 47.8 | 898. 9 35. 3 | 934.2 
1, 355. 0 284.1) 570.2} 66.0] 2,275.3] 110.6 2, 385. 9 
2, 116.0 25.0 1, 120.4 143. 6 3, 805. 0 148. 1 3, 953. 1 
1, 929. 9 368. 4 936. 6 76.0 3, 310.9 318.6} 3,629.5 
1, 606. 6 308. 0 | 94.9} 60.9 | 2,070.4) 226.8] 2,297.2 
i 1, 320. 5 263. 4 | 800. 4 76.7 2, 461.0 159. 1 | 2, 620. 1 
862.9 213. 4 1,117.5 88. 6 2, 282. 4 | 73.9 | 2, 356. 3 
Subtotal (1950-57). ‘ 9, 832. 1 1,971.9 4, 789.7 559.8 | 17, 153.5 1,074.5 18, 228.0 

Deduct amount classified as | 

other than military programs | 893. 8 893. 8 

Balance, amounts classified | 
is military programs. 9, 832. 1 1,971.9 |} 4,789.7 559.8 | 17,153. 5 180.7 | 7, 334.2 
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Budgetary status of funds available for expenditure in fiscal year 1958 by program 
category 


[In millions of dollars} 





Certified | Estimated |Total avail-| Estimated | Estimated 
unpaid fiscal year | able for ex-| expendi- | carryover, 








Program category June 30, 1958 pro- | penditure, | tures, fiseal| June 30, 
1957 gram fiscal year | year 1958 1958 
1958 
PE ctunttcidakcimdgiandimaniapedaahi’ 3, 236.0 1, 443.7 4, 679.7 1, 762.0 2,917.7 
Facilities assistance.......................- 67.5 20.0 87.5 22.4 65. 1 
SOU oc asghonnnimeeke 81.1 123.7 154.8 118.8 36.0 
I tr a el a Ee ne anne 48.8 68.4 117.2 72.1 45.1 
So ES eee 6.2 23. 5 29.7 23.2 6.5 
International military headquarters... -...- 3.5 6.6 10.1 6.3 3.8 
I nae cae nah ck hhateelaboas 135. 5 65.0 200. 5 70.0 130. 5 
Military public works. .-.................- 84.1 59.4 143.5 68.0 75.5 
Mutual weapons development_..........-- 77.4 125.0 102. 4 29.2 73.2 
RS CU ic icntitncccicbinietncstdied 5.6 13.5 19.1 13.0 6.1 
Total military assistance programs. -- 3, 695.7 21, 848.8 5, 544.5 2, 185.0 3, 359. 5 
Add military assistance appropriations | 
programed for other mutual security pro- 
Ss bnccsninevasnsutdhetseennaeeeii RE niet aialite desis 17.6 15.0 | 2.6 
Total military assistance appropria- } 
CR lipids ccd ccumbabiemacndeiad 3, 713.3 1,448.8 | 5, 562.1 2, 200.0 3, 362. 1 











1 In addition, $15,000,000 is estimated to be obligated, utilizing local currency. 
2 Excludes $30,000,000 planned for transfer to economic assistance under provisions of sec. 501. 


Monthly obligations/reservations during fiscal years 1957 and 1958 
[In millions of dollars] 











| 
During month Cumulative 
Month | } 
| Fiscal year | Fiscal year | Fiseal year | Fiseal year 
1957 1958 1957 1958 ! 
| | i 

ai intatrniiawenidiiiies bedniie tc Recdbisiatenties 67.8 25.6 | 67.8 25.6 
August.--.-_- mene np tee ah een eodar eel 30.1 | 29.4 97.9 55.0 
IIS. < oil wenac ncicsndueacindese eee casey 18.0 2(65. 9) 115.9 | (10. 9) 
October. ....-.-- adit inah aa batob dence 14.9 | 182.8 130.8 | 171.9 
November... ae ee | 29. 5 450. 7 160.3 | 622. 6 
MONE. 5c onon ccc cnchesanatapaccunts. wide tee 525. 6 89.8 685.9 712.4 
PP arcu gcnadwsatan wwieeiccKinat ipaaneamaneeaesa -| 84.0 403. 1 769.9 1, 115.5 
NN a ins si ists ceca lgaillcks is sib ac cei a ee acai -} 43.8 22.6 813.7 1, 138.1 
March. __--- : piddid pie cin a Sean secre coe! 127.8 390.0 941.5] 21,2281 
I ie a pa A ee ne ee eee weal 300. 4 3 288. 2 1,241.9 | 1,516.3 
Tk a ie eee Ja ee cee 64.4 8 160.7 1,306.3 | %1,677.0 
PGs ac 626-52 eg ee ee as soaeted 358.2 2 146.8 1,664.5 | 21,823.8 
Silber bo Toswemilene We i in ae ic ctccnsa addins acsaseeee 325.0 sc iewan.f ORES 











1 Excludes $30 million planned for transfer to “‘Economic assistance (defense support appropriation)” 
under provisions of sec. 501. 
2 Figures in parentheses indicate minus quantities. 
3 Estimated. 
Monthly expenditures during fiscal years 1957 and 1958 


[In millions of dollars] 

















During month | Cumulative 
Month | | | 
| Fiscal year | Fiscal year | Fiscal year | Fiseal year 
1957 | 1958 1957 1958 ! 

sini iacineniniamenaen mini alitsnsnsilcestar \— | analien teen 
Deca d hacia anne map aeainiaadie tails sada 301.9 | 213.1 | 301.9 | 213.1 
August cee ees ra es ial 157.4 152.3 459. 3 | 365. 4 
I cnc cn ctatmen intense eaenceniatiati cis gh 04.4 | el 553.7 | 534. 9 
Rea ands aa eee licdanemmeeateat 159.0 | 168. 5 712.7 | 703. 4 
as oss. ak bocacesesieaipsaenanee alike psaeaal 100. 1 | 183. 2 | 812.8 | 886. 6 
I = ’ ‘ 102.7 | 154. 2 | 915. 2 | 1, 040.8 
a .| 179. 6 205.9 | 1, 095.1 | 1, 246.7 
Re EE TE 136.9 102. 4 | 1, 232.0 | 1, 349.1 
a a ha paaedniaiidimaiedviganaieiidinmalh | 262. 3 1 278.6 | 1, 494.3 1, 627.7 
ar xt 2 aed sbertieni esac ioe eile ncaa kapaaaaaaaa 155. 3 1177.3 | 1, 649. 6 1 1, 805.0 
asi taie et ateinainas ins epcidhnieditidetimautadpadinnineniniatialetinagicagiiaiattaiaian 255. 4 1177.4 1, 905. 0 11, 982.4 
aan doth ccc ica stent ciiehivaeineh endoeaiecictieimeaetis idalatencins 451.3 1 217.6 356.3 1 2, 200.0 
4 





1 Estimated. 
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STATUS OF RESERVATION ACCOUNT 
I, Explanation 


Definition—The term “MAP order” describes the documents issued by the 
Assistant Secretary of Defense (ISA) or his authorized designee, to the military 
department, authorizing procurement or delivery from service stock of materiel 
or services in accordance with the provisions of section 108, Public Law 208, 84th 
Congress, Mutual Security Appropriation Act, 1956, as amended. This document 
or order specifies the amount of MAP funds to be reserved in order to reimburse 
services appropriations when the MAP item is manufactured, transferred from 
service stock and delivered to the grant-aid country. 

How the order and reservation process works.—Upon issuing an order, the 
ISA Comptroller transfers funds to be held in reserve by the military depart- 
ments under an appropriation limitation account. This action constitutes a fund 
reservation or obligation and in effect guarantees the military department that 
funds will be available for reimbursement when the items ordered are delivered. 
When the MAP orders are received, the military departments distribute the 
quantity and value of the order in the approved service supply program for 
each of the regular military appropriations or stock funds under which the 
procurement or issue from service stock will be accomplished. Such amounts 
are not recorded as obligations incurred at that time. The military departments 
may and do, in anticipation of the guaranteed reimbursement, request apportion- 
ments from the Bureau of the Budget of the amounts of the order to augment 
applicable regular military appropriations. When materiel has been delivered, 
documentary evidence in the form of shipping documents and manifests, along 
with other required accounting data, is submitted to the MAP clearing office(s). 
Vouchers are then processed to reimburse the military appropriations or stock 
funds. If reimbursements are effected promptly, the difference between deliver 
ies and payments will not be greater than the amount of deliveries and services 
performed during the same month. Pursuant to section 108, unobligated reserves 
as of June 30, of any year are carried forward into the succeeding year’s account, 


II. Status of reservation account 





Total Army | Navy Air Force 
Total order reservation issued through June 
30, 1957_. --| $6, 593,051, 440 | $2, 411, 545, 229 | $475, 313, 425 |$3, 706, 192, 786 
Less expenditures through June 30, 1957__- 4, 179, 990, 194 | 1, 754, 256, 338 234, 317, 218 | 2, 191, 416, 638 
Unexpended reservations -~ 1, 1957. 2 413, 061, 246 | 657, 288, 891 240, 996, 207 | e 514, 776, 148 
Plus reservations through Apr. 11, 1958. 1, 143, 662, 725 793, 687, 768 118, 389, 004 231, 585, 953 
Estimated reservations ae 12 - June 30, 
EN cindineednedicmedie ae <s-] 199, 515, 275 | 61, 209, 232 | 47, 342, 996 90, 963, 047 
Estimated reservation availability | | 
through fiscal year 1958 | 3, 756, 239,246 | 1, 512,185,891 | 406, 728, 207 | 1, 837, 325, 148 
Less actual expenditures through Feb. 28, | es | ; 
1958_- 792, 322, 356 | 313, 440,471 | 48,642,922 | 430, 238, 963 
Estimated expenditures Mar. 1 to June 30, | 
OE akin ith camaetatatilp aah inliokacetion ls tei = 504, 577, 644 | 142, 959, 529 | 31,357,078 330, 261, 037 





| -! 
Balance, estimated unexpended re- 


| 
servations, June 30, 1958__-- | 2, 459, 339, 246 | 1,055, 785, 80 | 326, 728, 207 | 1, 076, 825, 148 
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Budgetary status of proposed fiscal year 1959 program funds by program category 


{In millions of dollars] 





| | j 
! ' i 
Estimated | Proposed | Total avail-| Estimated | Estimated 
| carryover, } fiscal year | able for ex-| expendi- | carryover 
June 30, 1959 pro- | penditure | tures fiscal} June 30, 
1958 |} gram | fiscal year | year 1959 | 1959 
1959 - 
EE a a - <a - < ethan | ons | 
& Ss a ine caval 
| } 
Materiel !__._- 2,917.7 1, 333. 2 4,250.9 1, 764.1 | 2, 486. 8 
Facilities assistance ___- iin toute hiatal 65.1 | 20. 0 85.1 | 25.0 | 60. 1 
Supply operations ?__. aap | 36.0 123. 6 159. 6 129. 2 | 30. 4 
Training - - - 45.1 | 86.3 131. 4 78.0 53. 4 
Administration — 6.5 | 25.0 | 31.5 26.0 | 5.5 
International military headquarters. - - 3.8 | 7.5 11.3 7.8 | 3.5 
Infrastructure 130. 5 60.0 | 190. 5 70.0 120. 5 
Military public works 75.5 92.1 | 167.6 50. 0 117.6 
Mutual weapons development_........- 373.2 40.0 113.2 35.0 78. 2 
Special projects 6.1 12.3 18.4 12.3 6.1 
Total military assistance programs 3, 359. 5 1, 800. 0 , 159. ! 2, 197. 4 2, 962. 1 
Plus other mutual security programs. - 2.6 2.6 2.6 
Total military assistance appropria- 
tion... ‘ 3, 362. 1 1, 800.0 5, 162. 1 2, 200. 0 2, 962. 1 
1 Includes MAP orders, military sales, direct procurement in United States, offshore procu , Navy 
shipbuilding, repair, and rehabilitation of excess and MAP materiel and operation an id m Lint enance of 
M AP installations 
? Includes packing, crating, handling, and transportation and offshore procurement office expense only. 


3 Excludes $15 million local currency obligations. 


j 


Actual andestimated unexpended balances by fiscal year 


{In millions of dollars] 





| Available for Unexpended 

Fiscal year expenditure | Expenditures) Lapsed funds balance 

beginning | year end 

year 

sanicianesstnsincineattteaeistticeniaigtgatcectinipenniaaiiagtadtincng antes e an bade bids = 
1950 soir cat 1, 314.1 | 51.7 ; om 1, 262. 4 
1951-__- ule — a 6, 485. 8 934. 2 5, 551. 6 
1952 , 10, 819. 2 | 2, 385.9 | | 8, 433.3 
1953 _.. ' i aed 12, 531. 4 | 3, 953. 1 | 116.2 8, 462. 1 
1954 11, 681.2 | 3, 629. 5 | 318.7 7, 733. 0 
1955 = 8, 683. 1 2, 297.2 175.5 6, 210. 4 
1956 . 7, 234.7 2, 620. 1 14.0 4, 600. 6 
1957 6. 622. 6 2, 356.3 14.2 4, 252. 1 
1958 (estimate) - 5, 562.1 2, 200. 0 2 -| 3, 362.1 
1959 (estimate) - 5, 162. 1 2, 200.0 | 2, 962. 1 


AMOUNTS USED FOR ADMINISTRATIVE COSTS 


Mr. Passman. Would it be possible for you to supply for the record 
the amounts which have been used for administrative costs for the 
fiscal years 1956, 1957, and 1958? 

Mr. Suaw. Yes, sir. 

Mr. Taser. I think we ought to get the complete story on the ad- 
ministrative costs. I notice they are broken down in 3 or 4 places. 

Mr. Suurr. Sir, we are planning a presentation for you on this 
subject, but we will also supply it to you for the record. 

(T he information requested follows :) 
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Military assistance appropriation—Obligations 


{In thousands of dollars] 


Fiscal year | Fiscal year | Fiscal year 
1956 1957 1958 


Administrative expense____- aie ik wie iise Aaa einen medi senied 19, 518. 2 20, 676. 6 23, 500. 
Offshore procurement expense !___............-.-.------------ 6. 4, 354.6 4, 050. 


coo 


1 Consideration is being given to having the military departments absorb these obligations in their own 
appropriations beginning with fiscal year 1960. 


Note.—The offshore procurement expense is classified as an operating cost since it is for the reimbursement 
to the military departments for services provided in connection with the procurement and inspection of 
materiel. 


EFFECT OF REDUCTION IN PROGRAM ON UNITED STATES ECONOMY 


Mr. Passman. Mr. Secretary, on page 11 of your statement you 
referred to this: 

It is, of course, obvious that any reduction in the military assistance program 
will not only reduce employment and therefore payrolls, but it would also 
automatically result in a decrease in corporate and individual tax receipts to 
the Federal and State governments. 

Am I quoting correctly from your statement ? 

Mr. Spracve. Yes, sir. 

Mr. Passman. We may be asked this question: Does this have 
any relationship to the merits of the program? 

If the same amount of money eon ye spent in our own country 
for public improvement programs, would it not have the same type 
of effect in keeping employment up and the payrolls up, and the 
revenue accruing to the Government ? 

It would be at about the same level as if spent the other way; 
would it not? 

Mr. Spracur. Yes, sir; but I would raise this question, and that 
is, whether or not the Government would be spending the same 
amount of money for some other purpose if it were not putting it 
into the mutual security program. 

Mr. Passman. I think the answer was clearly indicated a few days 
ago when the President vetoed the $1.7 billion public works program, 
the rivers and harbors omnibus authorization bill. 


OFFSHORE PRECUREMENT 


How much of the 1959 request will be for offshore procurement? 
Please include the items that would be under contract, as well as the 
nations involved. 

Mr. Spracue. $99.1 million is the total figure. 

Mr. Suourr. The total figure for the 1959 program? 

— Sprague. We will have to furnish the balance of that for the 
record. 

Mr. Suurr. We would have to furnish the projects for the record. 

Mr. Hotcomee. Would you care to have it provided generally now, 
sir? 

Mr. Passman. It is perfectly all right for you to put the data in 
the record. 

Mr. Spracue. We shall be glad to do that. 

(The information requested was furnished to the committee on 
a classified basis.) 
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REVISION IN REPORTING SYSTEM 


Mr. Passman. Have you revised your reporting system in line with 
the recommendations of the General Accounting Office ? 

Mr. Suurr. Yes; we have, sir. I reported it in the management 
improvements that we have made. It is on page 26 of my statement, 
sir, “Improved reporting system.” 


CREDIT SALES TO OTHER NATIONS 


Mr. Passman. How much of the request for 1959 funds is for credit 
sales to other nations? 


Mr. Suvrr. $80 million, sir. 

Mr. Passman. Do we receive soft currencies or is payment in hard 
currencies ? 

Mr. Suurr. The law allows us to do it either way, sir. 

Mr. Passman. Which way do you propose to do it ? 

Mr. Suurr. We propose to do it both ways, sir. 

Mr. PassMAn. What is the record in the past? Let us consider 
1956, 1957, and 1958 again, as to the total sales, the amount of the 
soft currency, and the amount in hard currencies. 

Mr. Suurr. 1958 is the io year that we have had the authority 
to reuse the soft currency. I do not have at my fingertips the various 
sales for the 3 years that you mention, sir, but I do know this—that 
the total amount of sales that we have made since the inception of the 
program is in the vicinity of $1.3 billion, materiel only, and it is all 
in dollars except for a $63,000 sale in fiscal year 1958. 

(The following information was subsequently supplied :) 


Military sales—Cash and credit for equipment, supplies, and services 


Million 
ANCE: WORT TOG i i Selatan anastasia $65. 8 
RNS alii vec oceedascsteaeh esta seniciek ee mbaipegaaniaoninnaiiacaasaamaaoarenemerinommuia 385. 9 
Pincel year: 1606 (6 motitin).wcib ds. csc Oe eee 211.9 


All transactions were for dollars except $62,500 (fiscal year 1958) sold for 
local currency. 

Mr. Passman. Under the revised legislation of fiscal year 1958 you 
may sell this equipment and accept soft currency ? 

Mr. Suurr. That is correct. 

Mr. PassmMan. Similar to the arrangement of Public Law 480? 

Mr. Suurr. Somewhat similar. 

Mr. Passman. And similar to the Development Loan Fund, of 
which we have heard so much ? 

Mr. Suurr. It is a little different from the Development Loan 
Fund. 

Mr. PassMAn. You have only one type of soft currency in a country. 

Mr. Suourr. Yes. 

Mr. Passman. It is soft currency in return for our goods? 

Mr. Suurr. Except the soft currency returns on the credit arrange- 
ments that we make are expendable again in the country concerned 
for use in a third country. 








i 
a 
b 
¥ 

| 


ee 


264 
THIRD COUNTRY USE OF LOCAL CURRENCY 


Mr. Passman. If you had Ethiopian currency you could spend it in 
Thailand if Thailand would accept it; is that correct ? 

Mr. Spracue. That is correct. 

Mr. Suvurr. A more specific example would be if we had French 
currency to spend in France we might buy in France to supply Viet- 
nam, which is accustomed to French equipment and so forth. 

Mr. Passman. We do come into possession of soft currency under 
the revised legislation for 1958 for sale of hardware to these NATO 
nations. 

Mr. Suurr. The basis of the sale is the foreseeable use of the end 
product of the currency. We do not just make sales indiscriminately 
and build up a backlog of currency. We endeavor in our negotiations 


to make the sale where we see that we have a use for the product of 
the sale. 


CREDIT SALES OF MILITARY EQUIPMENT IN FISCAL YEAR 1957 


Mr. Passman. What was the total amount of credit sales last year 
to the NATO nations? 

Mr. Suurr. None to the NATO nations, sir, in fiscal year 1957. 

Mr. Spracur. We made credit sales during fiscal year 1957 to a 
number of other countries, but those were for dollars. We believe we 
will utilize $97 million of fiscal year 1958 appropriated funds to fi- 
nance credit sales. Some of these will involve payment in soft cur- 
rency. During the first half of the year credit of about $2.5 million 
was extended without the use of appropriated funds. This is all for 
dollar payments. 


CASH SALES OF MILITARY EQUIPMENT 


Mr. Passman. Let us go to cash sales. What was the amount of 
cash sales in 1958 ? 

Mr. Suurr. Cash sales were $158.8 million in the first half of 1958. 

Mr. Passman. Will you supply for the record the amount of pay- 
ments in soft currency and the amount of payments in dollars? 

Mr. Suourr. There were and will be no payments made in soft cur- 
rency for these cash sales. 


CREDIT SALES IN FISCAL YEAR 1958 


Mr. Hotcomer. I would like to make another observation concern- 
ing credit sales in fiscal year 1958. 

There have been no significant sales entered into on credit negotia- 
tions under new authority extended in fiscal year 1958 for other than 
United States dollars except for France. Here we have a definite 
plan for things we are now going to procure in France with francs 
and give such items to other countries. That procurement will thus 
be made with francs and not appropriated dollars as would have other- 
wise have been required. 

Mr. Passman. With such a record why did you ask permission in 
the revised legislation to be able to accept soft currencies for the sale 
of hardware? 
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Mr. Hortcomer. For the same reason we made the arrangement 
with France. We also expect to make similar arrangements with 
other countries. 

Mr. Passman. You did not get the law amended to accommodate 
that one country. 

Mr. Hotcompr. No, sir. We are very careful not to accept soft 
currencies where we do not have an immediate use for them because 
then our right to reuse will vanish and we would thus not have this 
ability to continue to do business. 

Mr. Passman. That is the business of another committee of the 
Congress, but certainly the record would indicate that the law was 
not needed. 

Mr. Spracur. The purpose of the program is to encourage coun- 
tries to buy material from us rather than our giving it to them. 


REVOLVING FUND ASPECT OF CREDIT SALES PROGRAM 


Mr. Miter. Would it be proper to say in summary of what you 
have said that the reason for having soft currencies and permission 
to use them is in connection with the revolving fund concept of this 
work? It enables you to enter into specific negotiations but your pro- 
gram does not permit it to wind up in soft currency. In other words, 
you only get soft currency when you can get the hard goods with 
it, just as you could with dollars, is that the purpose? 

Mr. Sprague. That is absolutely correct. 

Mr. Suvurr. There is one other thing. We tried to do this in one 
other country in fiscal year 1958. We were not successful. But we 
think we will be successful in another year, so the mere fact that we 
do not have more is not because we have not tried to find a little more 
mutuality in this program through this vehicle. 

Mr. PassMan. Eventually under the revised legislation you could 
sell more and more of this equipment to nations accepting soft cur- 
rencies in payment. 

Mr. Spracus. We hope that is so. 

Mr. Passman. I hope it is not so. With both Public Law 480 and 
the Development Loan Fund, we might need to build some ware- 
houses to store the soft currencies coming into our possession. 

Mr. Spraaue. All of the soft currencies we get will be used in the 
military assistance program to acquire goods. 

Mr. Miter. Either the chairman or I have a misconception of what 
you have told us. 

My understanding of what you have said is the soft currency angle 
was merely to improve negotiations, but when the chain of deals has 
come around we wind up with hard rather than soft currency. If I 
am correct in that, there would not be any adding to our overall left- 
over soft currency which the chairman is so much worried about. 
If you follow through you end up with hard currencies. Is my 
understanding right, or his? 

Mr. Spracue. I do not think that you stated it correctly when you 
said we end up with the hard currencies. 

Mr. Mitter. Hard goods. 

Mr. Spracur. Weend up with hard goods. 

Mr. Mitier. Either hard goods or currency ? 

Mr. Spracve. No, sir, only hard goods. 
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Mr. Passman. This does not help the economy of this country 
other than to save us an expenditure of extra dollars. When you 
sell nation X $35 million worth of hard goods and accept soft cur- 


rencies, you go into some other nation and buy hard goods for the 
effort and NATO nations, do you not? 


Mr. Spracue. Any country. 

Mr. Passman. That dollar never gets back to the United States 
Treasury. I hope we can clear this point. If you go into nation X 
and you sell them hard goods you take soft currency. You go into 
country Y and you buy something and pay them with that soft cur- 
rency. But you never come into possession of hard currency and the 
dollars we expect to get for the transaction never get back to the 
Treasury. 

Mr. Spracur. The dollar purchases an item in this country which 
is sold to a foreign country for their currency. It is used in that 
country to produce something for that country, or some other country. 
The result is we do not end up with any soft currency and the appro- 
priation we need for another year is lowered. 

Mr. Passman. And we do not end up with any hard currency either; 
is that correct ? 

Mr. Spracue. That is correct. 


USE OF PUBLIC LAW 480 SOFT CURRENCIES FOR MILITARY ASSISTANCE 


Mr. Gary. To what extent are you using the soft currency gener- 
ated under the Public Law 480 program and other programs to supply 
this military assistance ? 

Mr. Moreuy. I do not believe any for military assistance as such. 
We are using the soft currencies mostly for the support of military 
budgets of the other countries; in other words, for things like troop 
pay and allowances and local construction costs and things like that. 

or military hard goods, I am not aware of any. 

Mr. Spracug. This is a part of the defense support and not the 
military assistance program. 

Mr. Passman. You indicated on the chart that you are going to sell 
out of this appropriation in the fiscal year 1959 what amount of mili- 
tary equipment? 

Mr. Mourrny. $80 million. 

Mr. Passman. Under the revised legislation, in a few or all in- 
stances you could accept soft currency in payment if you wanted to 
enter into that kind of agreement with the purchasing nation; is that 
correct ? 

Mr. Spracve. That is correct. 

Mr. Passman. And you come into possession of the soft currency 
that could be spent in some other nation again for military equip- 
ment, or accessories; is that correct ? 

Mr. Spracve. That is correct. 

Mr. Passman. So, in no instance does this expenditure ever get 
back into the United States Treasury. 

Mr. Spracue. That is correct. 

Mr. Passman. I think it is somewhat misleading when you say, 
“Took, we are selling these goods.” 


| 
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EXPLANATION OF CREDIT SALES PROCEDURE 


Mr. Suurr. May I take a specific instance and carry it through the 
whole procedure in an endeavor to make this clear ¢ 

Mr. Passman. I should like to hear your explanation. 

Mr. Suurr. We have loaned the French Government $30 million so 
that they can buy goods in the United States that only the United 
States makes. Let us say that they buy item X in the United States. 
When that gets back over to France they pay us for that in francs. 

This is the consummation of a sale for soft currency. We then take 
those francs and put them into a French defense industry that is per 
ducing something that we need for our program that is programed for 
dollars in our program. We spend the francs for that purpose and 
send those hard goods, let us say, to Vietnam, which has a require- 
ment for that piece of hardware, thereby reducing the amount of 
dollars required in the program for that purpose. 

Now, dollars never come back to the United States Treasury except 
as they do not go out of the United States Treasury in a lowered 
program. Neither does foreign currency come back to the United 
States, but we do get hard goods as a result of the transaction. Such 
hard goods for soft currency reduce the dollar amount required in 
the program that we are talking about. 

Mr. Passman. We refer to the transaction as a sale, but the pro- 
ceeds never get back to the United States Treasury. The only claim 
that you can set up is that this reduced the amount required at some 
subsequent date, which further complicates the program. 

Mr. Spracur. If we lend them dollars, those dollars eventually 
come back to the United States. 


Mr. Passman. But we are going to accept francs and see that the 
dollars do not get back. 


Mr. Suurr. The dollars are spent here as the first step of the 
transaction. 

Mr. Passman. Any time you appropriate money there is only one 
place where that dollar is good. It may make the cycle and go into 
20 parts of the world, but it is never going to affect our economy 
until at the end it is spent for something produced in America. 

Mr. Spracur. That is correct. 

Mr. Passman. I have never tried to mislead people to believe that 
we are bundling up money and shipping it abroad. It is too bad we 
cannot ship money abroad and get it back, but we have to back it up 
eventually with the resources of this country. 


SPEECHES ON FOREIGN AID BY GOVERNMENT OFFICIALS 


You understand the rules of the Congress and the appropriations 
committees. In every case, we listen to the departments’ witnesses, 
the Goverment’s witnesses. No outside witnesses can appear before 
this committee unless they do so at their own or other non-Government 
expense. There are no provisions whereby they can be reimbursed 
by the committee for their expenses. 

We know in many cases the personnel connected with the ICA, 
military, and other branches have traveled about over the country 
making speeches selling foreign aid. 
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Are the travel and per diem at the expense of the Department, or 
does the individual pay his own expenses if he is called upon to make 
a speech in city B and State X ? 

Mr. Suurr. No, sir; the Department pays the expenses. 

Mr. Passman. Thank you very much. 


AMOUNT IN FISCAL YEAR 1959 BUDGET FOR NATO 


Mr. Gary. What is the total amount in this budget for NATO? 

Mr. Suourr. Next week we are going into the regional areas of the 
program. We have specific presentations for each region. I do not 
have that presentation available at this time. If I may defer until 
that time, I think that it would make a more complete picture. 

Mr. Gary. I would like to have the total amount in this budget 
for NATO and the details of the amount. Then I would like to know 
what is our total cost for NATO, including defense funds. Can you 
give us that? 

Mr. Suourr. Our total United States defense cost for NATO? 

Mr. Gary. Yes. Can you get the information for us? 

Mr. Suurr. Yes; I think that we can get it. 

Mr. Gary..I wanted to ask you those questions so you would have 
them at the proper time. 

Mr. Avexanper. Off the record. 

(Discussion off the record.) 


POSSIBLE EFFECT OF ICBM ON MILITARY ASSISTANCE PROGRAM 


Mr. Avexanper. If and when we are able to complete the intercon- 
tinental ballistic missile, what effect do you think that will have on 
the military-assistance program ? 

Mr. Spracue. I do not think that it will have any special effect on 
it, for this reason: 

My own opinion is, and I think this is supported by a good many 
people, that the prospects of an all-out nuclear war between Russia 
and the United States are getting less and less all the time because 
of the enormous destruction to the world that would result. Barring 
a miscalculation, I do not think either country is going to engage in 
that kind of warfare. That possibly increases the prospect of prob- 
ing actions, or what might be called limited military operations con- 
ducted by the Soviet or Communist China, in which event, wherever 
those actions take place, they will be met by allied forces on the ground, 
most of which are supported and equipped by the United States. 
Without those forces, the Russians and the Chinese would be able to 
take them over unless the United States made the decision under those 
circumstances to launch an all-out nuclear war against Russia. 

So far as our bases are concerned, the more bases we have around 
the world the less likely it is that Russia, if she was going to insti- 
tute an all-out war, would be able to knock out enough of the targets 
at one time to prevent the retaliation which would, in effect, destroy 
her. 


ROLE OF STATE DEPARTMENT IN APPROVING MSP REQUESTS 


Mr. Atexanpver. Getting to another phase of this, our military- 
assistance program and our foreign policy are always tied together. 
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To what extent are the proposed programs that come from the dif- 
ferent nations ruled upon by the Beate Department in regard to the 
military assistance programs that are recommended to us? 

Mr. Suurr. Whenever a program comes here in a finished form, 
it is the homogenized product. The State Department is the coordi- 
nator of this program. We and ICA supply our information to them 
and sit with them while they consider the foreign policy and economic 
aspects of each country’s program. I would say that on each country’s 
program there would be some economic and some political ingredient 
in the mix. I would think in countries where our economic policy 
considers the situation most sensitive there are more political and 
economical ingredients that go into that mix than into one where 
the situation is considerably less sensitive. 


POSSIBILITIES OF DANGER TO UNITED STATES FROM WIDESPREAD 
MILITARY AID 


Mr. Avexanper. I have just one other question. I have heard 
many people express the fear that we are arming practically sixty- 
some-odd nations of the world and that our own boys some day might 
bear the brunt of those weapons. What are the dangers of that? 

Mr. Suurr. The danger that some of these weapons might be 
pointed at us? 

Mr. Aurxanper. Not only us but at our friends. Egypt was our 
ally up until a short while ago. We were giving them arms and aid. 
Weare giving it to Israel and other nations in the Mideast. 

Mr. Suvurr. We are not giving aid to Israel. 

Mr. Spracur. We are not giving anything to Israel. 

Mr. ALExanper. We have in the past. 

Mr. Spracue. We have never had a grant aid program for Israel. 
They have bought a very small amount of material from us. 

Mr. ALExANper. What are the precautions taken? 

Mr. Spracue. The agreement we have with every country to which 
we provide military assistance is that the equipment will only be used 
in the collective defense. 

Mr. Gary. You do not have a military aid program in 60 nations? 

_ Mr. Spracus. We have a military assistance program in about 40 
countries, There are other countries which purchase military equip- 
ment from us for dollars. 


CONTROL OF ATOMIC WARHEADS 


Mr. Miter. Is it not also a fact with regard to these more sophisti- 
cated missiles and the amount of money that goes into this program 
to arm our allies, actually their potentiality is primarily based on 
their capability of carrying the atomic warheads, and without the 
atomic warheads they are not too much better off than they have been. 
As long as we control the supply of atomic warheads we have not 
seriously added to the perils of the world. 

Mr. Avexanper. Is not that being considered now with the idea of 
giving that to our allies? 

Mr. Spracue. No, sir. 

Mr. Mintzer. I do not think any program involves our giving up our 
punch. It is merely to equip them so that they can discharge them 
when we supply the warheads. 
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DELIVERY OF ATOMIC WEAPONS TO ALLIES 


Mr. Anprews. I have just one question. On page 12 of your state- 
ment you say: 


This program also provides for an increase in atomic delivery weapons. 

Do you plan to deliver any atomic weapons to our allies under this 
program ? 

Mr. Spracur. We are talking about atomic delivery weapons being 
the missiles themselves without the warheads. 

Mr. Anprews. And when you deliver weapons with an atomic ca- 
pability you would determine the use of those weapons ! 

r. Spracue. The weapons could not be used without the release of 
the warheads by the United States to the forces of the country to 
which the weapons had been delivered. In the case of the United 
Kingdom where we have a firm agreement with respect to the IRBM’s, 
the agreement provides that the weapons will not be fired without the 
agreement of both Governments. 

Mr. Anprews, That is all. 


SPEECHES ON MUTUAL SECURITY PROGRAM 


Mr. Passman. I want to have it clearly understood that I am not 
trying to embarrass any witness, but rather am endeavoring to fortify 
the position of the Members of Congress with regard to some of the 
matters with which they are concerned. 

For instance, a Member of Congress is allowed his expenses to and 
from his district one time per session of Congress. All the other 
trips he makes home he pays for himself. 

When you toured my State on behalf of mutual security, Mr. Shuff, 
what type of transportation did you use—commercial or Government? 

Mr. Suvurr. Government. 

Mr. Passman. Were you assigned a plane and a staff during your 
tour? 

Mr. Suurr. I was assigned a plane, a pilot, and a copilot. 

Mr. Passman. Did you pay any part of the expense yourself? 

Mr. Suurr. It was Government expense. 

Mr. Passman. That trip was for the purpose of lecturing on mutual 
security and the foreign aid program? 
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Mr. Suvurr. I was not invited for that purpose, sir. I was invited 
as a member of the Department of Defense to speak on whatever 
subjects I chose. Having this as my primary responsibility, I spoke 
on the military assistance program. 

Mr. Passman. And you made a very fine speech in my hometown. 

To the person to whom I should direct this question, will you please 
submit for the record a statement setting forth (1), the name (2), the 
location, and (3), the organizations appeared before, and (4), the 
total cest to the United States Government of the employees of the 
ICA, State Department, and Defense Department making speeches in 
connection with the mutual security program during the past year? 
You may provide that information for the record, Mr. Murphy. 

Mr. Spracue. For the past year? Are you talking about a year 
ago from now ? 

Mr. Passman. Let us use the calendar year 1957. 

(The following information was subsequently supplied :) 


SPEECHES MADE ON THE MuTUAL SECURITY PROGRAM DuRING 1957 By OFFICIALS 
OF THE DEPARTMENT OF STATE, THE INTERNATIONAL COOPERATION ADMINISTRA- 
TION, AND THE DEPARTMENT OF DEFENSE 


The following list shows the occasions during 157 on which the records of the 
Department of State, the International Cooperation Administration, and the 
Department of Defense reveal that officials spoke principally or solely on the 
mutual security program or on a part of the program. It does not include 
speeches on foreign policy, national defense, or other general subjects in the 
course of which the mutual security program may have been discussed. During 
ealendar year 1957, for example, approximately 1,000 invitations were received 
by the Department of Defense from various organizations, requesting presenta- 
tions by Department personnel. At least 236 speeches are officially recorded 
as having been made in response to such invitations. As these speeches covered 
many aspects of national defense, a number of them may possibly have included 
reference to the military assistance program by virtue of the fact that this 
program is an integral part of our own defense. 

Where there was cost to the Government involved for travel or per diem in 
connection with these speeches it is stated. These speeches were made in response 
to specific requests of various organizations or groups. Most of them were made 
within the District of Columbia or vicinity and involved no cost to the Govern- 
ment. 
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Speeches made on the mutual security program during 1957 by officials of the Depart- 
ment of State, the International Cooperation Administration, and the Department 


of Defense 





DEPARTMENT OF STATE 




















Cost to 
Date Speaker Organization | Place ! Govern- 
| |} ment 
asa tame een enna 
Mar, 28__..| L. Milner Dunn__..-._| Mennonite College seminar -_-- Local None 
Apr. 12__..__.| Emerson Ross | Bethany College group ..do None 
Apr. 19__. Douglas Dillon , | Taped radio interview with |__.._do None 
| Congressman Frelinghuysen. | 
Apr. 29.___.| Robert Murphy | Foreign Relations Committee of |__.__do_- None 
the American Legion. 
May 1 Jack Corbett _- | Presbyterian world seminar. ____| None 
May 2-5- Douglas Dillon American Assembly. ...-.--| Harriman, N. Y | $56. 00 
May 24 Robert G. Barnes | Babson Institute | Wellesley, Mass 67.00 
June 4___- Douglas Dillon | Advertising Club of New Jersey_| Newark, N. J- | None 
June 5......| Amos Yoder __. | ~~ ow of Methodist | Falls City, Nebr- | ® None 
Church. | 
June 8____..| Christian Herter _- | Conference group of United | New York, N. Y___-. 45. 00 
|} States national organizations. 
June 10_..._.| Douglas Dillon_-_- Elks Olub-...........-- ..----| Somerville, N. J_...- None 
June 11____.| Amos Yoder_--_.- Rotary Club ; .-| Falls City, Nebr. 2 None 
June 19 Robert G. Barnes. | National Conference on Inter- | Local Sis None 
national Economic Social De- 
velopment. 
June 23..... ES EEE CWA TV show. -- ...--....-.| Cincinnati, Ohio._._.- 2 None 
June 26....- Douglas Dillon--.-..--- Foreign Policy Association In- | New Orleans, La_--_-- 155. 00 
ternational House. 
July 3._....} Louis Frechtling__....| Rotary and Kiwanis Clubs---.-- | Hagerstown, Md__.- 12. 00 
July 7......| Amos Yoder..........| Emory University. ............. Emory, Ga__-_-..-- 2 None 
July 29-__--- Hamlin Robinson..---- World Affairs Council__.-_-.-..- San Francisco, Calif-_- 118. 00 
Sept. 12__-.| Jerome Fried--......-- World Peace Foundation........| Boston, Mass_._...-.- 63. 00 
Sept. 11-14.| Hamlin Robinson--_-- Western Regional Conference | Berkeley, Calif... 347.00 
on Foreign Aid. 
Nov. 1...-- Robert G. Barnes_....| NBC-TV__-_-- ‘i aia es solisahiaseah aia bie None 
Nov. 12....| North Burn__.-------- *— ees TAD 1... Rc cenaceneos- None 
Club. | 
Dec. 9.-..-.| Douglas Dillon........| Conference on Foreign Affairs |._._- Obie secseics None 
(representatives of nongov- | 
ernment organizations). 
' 
INTERNATIONAL COOPERATION ADMINISTRATION 
wee. Vas. Frederick Blachly----- Association of American Rail- | Local_...........____- None 
roads’ Newcomers Club. 
DN Ta cctinins Marie Berger_.........| Walter Reed Hospital._...._.._- PE ERR None 
Pe Bienen ERE ER | Wilson Boulevard Christian |____. Ge er ee 8 None 
| _ Church. | 
| oe C. Tyler Wood-_.......| National War College__....._... ee ea Bo None 
Fob. 4...... | John B. Hollister......| Council on Foreign Relations...| New York, N. Y_..__. $20. 20 
Feb. ae C. Tyler Wood-_.......| Council on World Affairs. _._._- | Cleveland, Ohio______- | 56. 80 
emda. Gerald Winfield_.._._- Brown Memorial Church. -._._- Baltimore, Md________| 3.78 
Feb. 8....._| Hugh Farley._........| English Speaking Union --_-_-- oa! SIMO, SE ccccicn nent 12. 00 
Peb. 12... C. Tyler Wood........| National Conference on Inter- | Local__...........___- None 
national Economic and Social | 
| Development. | 
a |W. 2. Caldwell... I a Austin, Tex__.. .-| 210. 90 
Feb. 18_..__ | Marie Berger_......_- |} Oklahoma A. and M.__._._..._- | Stillwater, Okla___- | 174. 10 
Feb. 25.....| Hugh Farley -._- ..--| Hamilton College. ..__-_- | Clinton, N. Y-_...- 59. 00 
Feb. 28...__| Frederick Blachly.....| Churchmen’s Washington Semi- | Local---- sty ‘ None 
| nar. | | 
Mar. 4-5...| George Peterson_....-- Farm Forum....- ee fos Minneapolis, Minn | 82.10 
Mar. 6.-.-- C. Tyler Wood Conference on Americans at | Cleveland, Ohio 97. 03 
Work Abroad. | | 
Mar. 13_. J. B. Hollister__. Capitol Hill Breakfast Club_....| Local. -_-- i None 
Mar. 19... do. do a None 
Mar. 20 | William Rex. | Columbia University (seminar | New York, N. Y.. 59. 60 
|} on educational exchanges). 
Mar. 22... Henry Wiens University of Ohio Foreign | Cincinnati, Ohio 71. 50 
service seminar, 
Mar. 25... F.J.O. Blachly...- Cornell University Washington | Local_..- None 
seminar. 
Mar. 28 C. Tyler Wood__-- Service Bureau for Women’s | Hartford, Conn.______| 66. 29 
| Organizations. | 
Apr. 8... | Elinor Wolf.........-.| Cosmopolitan Club- -- ...| Philadelphia, Pa | 10. 02 
Apr. 9.. | James Killen. | Chase Manhattan Bank. --- | New York, N. Y- | 52. 34 
apr. 11... col Tyler Wood_-_-- | Arden House... i ccait | 49. 66 
Apr. 15... | Alden Crocker. . | International Hospitality Com- | .do... | 42. 60 
| mittee of National Council of 
| | Women of United States. | 


See footnotes at end of table, p. 274. 
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Speeches made on the mutual security program during 1957 by officials of the Depart- 
ment of State, the International Cooperation Administration, and the Department 
of Defense— Continued 

INTERNATIONAL COOPERATION ADMINISTRATION—Continued 


























l 5 
| | | Cost to 
Date Speaker Organization Place ! | Govern- 
ment 
Apr. 22... | Gerald Winfield_...__.| Methodist House____- ‘ Local _- None 
= Mhindcsicinbodebuke Disciples of Christ _. .. | -do_. | None 
May 3._...| J. B. Hollister__._._.._| National Machine Tool Builders | do... se None 
| Association. | | 
Do. ...| Henry Wiens-..-.- .| World Affairs Council of | Berkeley, Calif. | $421.98 
Northern California. | | 
May 5_....| Russell Andrus_..._..| Northeast Hebrew Congrega- | Local-_-.- viol None 
| tion. | 
May 8.....| Norman Burns-.--. | Iran-American Ohamber of | New York, N. Y-.----| 58. 56 
Commerce. | 
May 14..._| Walter Stoneman. | American University__. Local. ._. None 
May 28....| Henry Wiens_........| Smith College Alumni Associa- Winans 5 None 
} | tion of Maryland. | 
May 29__..| C. Tyler Wood-........| Statler Conference for Corporae |--...do_.-..._..--..--- | None 
| tion Executives. 
June 5....- pie MlND sini Sides | Interagency organization and a ee : None 
| management meeting. | i 
June 12..... 52 PR asietadinis ..-..| Western Regional Conference | Los Angeles, Calif. 329. 56 
on United States and Far | 
East. } 
July 8.....- J. B. Hollister-_. : Washington Conference of Co- | Local__- ; None 
' | lombo plan Nations on Asian | 
Nuclear Center. 
July 10....- G. W. Lawson-.- _ Naval Reserve Ordnance Com- | cas im None 
| pany. | 
July 22.....| Robert Black --. : | Marquette University __- | Milwaukee, Wis- --. 100. 60 
Aug. 4.-.- | Marie Berger_.........| 20 discussion leaders of Arli ng- | Local. . | None 
| ton churches. 
Aug. 26- ay Norman Burns---- | Conference on ‘Tensions in the |_....do_....- } None 
Middle East. | i 
Sept. 6 -...| D. A. FitzGerald | Oklahoma A and M____. .-| Stillwater, Okla... -_- 149. 30 
Sept. SS ney Robert Oshins ee | University of California Re- | Berkeley, Calif.. 196. 00 
| gional Conference on Foreign | 
Aid. | 
Sept. 15 ...| John P. Ferris --..-- American Institute of Chemical | Local | None 
Engineers. | 
Oct. 10__. Mr. Gordon (USOM- | Middle East Institute_- .do None 
Ankara). | 
Oct. 16...... C. Tyler Wood........| Arden House People-to-People | New York, N. Y- 6. 48 
| program. | 
Oct. 18.....| W. J. Caldwell_____- Friends Service Committee on Local - - - None 
| | _ Legislation, | | 
Oct. C. Tyler Wood Kansas State College and World | West coast ba 636. 50 
Nov. 9. Affairs Councils, ete., in 
ly Seattle, Portland, San Fran- | 
| cisco, and Los Angeles. 
Nov. 13 O. Blachly ; Arlington High School | Local None 
7 
Dec, 17 ree i Smith, Jr_... | Point 4 Information Committee do. | None 
DEPARTMENT OF DEFENSE 
iii si aciliaietamconaatiomnniaih a 
May 14.__.| Mansfield D. Sprague.| Participation in Armed Forces | Hartford, Conn-.--- 3 $669. 30 
| _ Day ceremonies. 
June 9_.... | Charles H. Shuff.. | Veterans of 2d Division, U.8. | Local.....-- ocacke None 
| Army. 
June 11_... Lt. Comdr. Leonard | Aircraft Industries Association..| New York, N. Y 47.10 
A. Alue. | 
June 21... William M. Leffing- | Export Committee of the Air- eh ahh 34. 95 
well. craft Industry Association. | } 
July 6__....| Charles H. Shuff-- Hudson Centennial Hudson, Wis 4 989. 50 
July 17 | do | Air Force Reserve Association..| Galveston, Tex 
July 18 do | Rotary Club i ..| Corpus Christi, Tex #1, 820. 25 
July 19 do | Chamber of commerce | Houston, Tex 
Aug. 5 do | Air Force Reserve Local None 
Sept. 12. | Mansfield D. Sprague.| National Security Industrial |-....do ‘ | None 
} Association. | | 
Sept. 27. Charles H. Shuff | National executive committee do : | None 
of Reserve Officers Associa- | } 
tion. | 
Oct. 8 le ie Air War College | Maxwell Air Force | 
; | Base, Ala... ey 309 99 
Oct. 9 do . Downtown Lions Club.---.-.- Shreveport, La er 
Oct. 10 | do Rotary Club-_.._-.- --~-...-.' Monroe, La. 


See footnotes at end of table, p. 274. 
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Speeches made on the mutual security program during 1957 by officials of the Depart- 
ment of State, the International Cooperation Administration, and the Department 
of Defense— Continued 


DEPARTMENT OF DEFENSE—Continued 








| Cost to 





Date Speaker Organization | Place! | Govern: 
ment 

Oct. 11__.-.| John N. Irwin IT_.....| General Federation of Women’s | Local..-... ocean None 
Clubs. 

Nov. 5... Charles H. Shuff_- Industrial College of the Armed |__--.do-_-.._- a i pecual None 
| Forces. 

a John N, Irwin II Cosmopolitan Club- -_..---- at ca OI accel nib | None 

SS ee Robert M. Pennoyer_-| Foreign Affairs and Defense | Peoria, Ill.._.---- $85. 75 

} Panel of Republican Con- 

ference. 








me Charles H. Shuff, 
L. 8. Thompson, 
Gen. Wm. S. Steele, | | 
Lt. Col. William C. | 
Behnke, Henry J. | | 
Kuss, Jr., and 
! 
| 


Aircraft Industries Association | Palm Springs, Calif.._| 53,992. 94 


| 
j 





Maj. Robert G. 
Lawrence. 





Dec. 4......| John N. Irwin, IT. Washington semester students, | Local_........-.-- ie None 
American University. 
Dec. 14._...| Robert M. Pennoyer-_-} Washington Chapter, Daugh- |--.-. GOs ictwncnctceeess None 





ters of the Union. 





1 “Tocal’’ means District of Columbia and vieinity and Baltimore. 

2 These talks were given at no cost to the Government while the officer was on leave. 

3 Figure represents cost of use of military aircraft; no other cost to U.S. Government incurred. Principal 
purpose of trip was attendance at Armed Forces Day ceremonies. 

4 Major portion of this figure represents cost of use of military aircraft. Incident to furnishing transpor- 
tation for Mr. Shuff, the aircraft crew also performed required USAF proficiency flying time. 

5 This was Department of Defense representation at the Aircraft Industries Association meeting. Incli- 
dent to the conference, Mr. Shuff made a speech on military assistance. Mr. Shuff was accompanied by 
5 other representatives of the Department of Defense who participated in discussions with representatives 
of aircraft industry on procurement problems. The cost listed also includes the expense of other official 
business conducted elsewhere by Mr. Shuff after the conclusion of the meeting. The major portion of this 
cost represents the use of military aircraft. 


CASH SALES OF MILITARY EQUIPMENT 


Mr. Taser. I gathered the impression from your statement that 
sales were made by the armed services here to countries abroad for 
cash. Is that correct ? 

Mr. Suvurr. That is correct. 

Mr. Taser. What was the volume of that? 

Mr. Suurr. I said that it was a total figure of one billion, almost 
three hundred million for material only. 

Mr. Taser. And that was in the year 1957? 

Mr. Suurr. No. That is over the period of this program. 

Mr. Taser. I see. 

Mr. Suvrr. I did not have any figure at my fingertips for last year 
as a case in point. 

Mr. Taser. That is all. 


FORCE OBJECTIVES 


Mr. Wiceteswortu. When were the overall force objectives deter- 
mined by the Joint Chiefs of Staff—some years ago? 

Mr. Suurr. No. The current strategic force objectives that we are 
working on now were the product of the Chief of Staff as of October 
1957. 

Mr. WiccteswortH. You have had, however, overall force objec- 
tives in being prior to that time which have been operative ? 
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Mr. Suurr. Yes, sir. 

Mr. Wiccresworrn. Has the objective always been the same? 

Mr. Suurr. It has varied. In the early days of the Lisbon agree- 
ment the force objectives were considerably higher than they are now. 
However, with the advance in weaponry—and we are starting out, 
as you know, from scratch from the very beginning—it became obvi- 
ous that we did not need as much of one type of equipment as pre- 
viously required and more of other types. So to that extent the ob- 
jectives have been flexible and they have come down. 

Mr. WiccieswortH. And those objectives were based on a com- 
pletion of X-number of years hence ? 

Mr. Suurr. That is right. 

Mr. Wiccieswortu. I assume that there is an interim program for 
each year on that basis? 

Mr. Suvrr. That is correct. 

Mr. Wicetesworrn. If you should receive more from Congress in 
any one of those interim years than is called for, you would shorten 
the overall time in reaching the objective? 

Mr. Suurr. You would speed up reaching the objective within the 
limits of the producibility of the hardware and the capability of the 
countries to absorb what you gave them. 


RELATIONSHIP BETWEEN MSP APPROPRIATIONS AND ATTAINMENT OF 
FORCE GOALS 


Mr. Wiecteswortn. And, conversely, when you receive less from 
the Congress in any interim year that tends to slow down the ultimate 
objective ? 

Mr. Suurr. That is correct, sir. 

Mr. Wicaiesworrn. So, whether right or wrong, when this request 
last year was slashed a half billion dollars or so, just as our own mili- 
tary requests were slashed something like $2.5 billion, the objective 1s 
just that much further away ? 

Mr. Suurr. Yes, sir. 

Mr. WiceteswortH. Now you have told us in your statement that 
in your planned program for fiscal 1958 you included 180 F-100 air- 
craft to modernize the allied air forces, and that these do not appear 
in the current program. In France you eliminated 15 P-2-V-7 air- 
craft. In France and Italy you deleted equipment for the modern- 
ization of aircraft communication. electronics systems and large 
quantities of ammunition for war reserve equipment. In Taiwan 
you eliminated 30 F-86D aircraft. In Korea you did not program 2 
coastal minesweepers, and that the current program for other coun- 
tries was reduced $218 million. That simply means, does it not, that 


those items have been deferred or postponed and presumably will be 
taken care of later? 


Mr. Suvrr. That is right, sir. 
Mr. Wicereswortu. It comes down to a matter of judgment as to 


whether or not the risk involved in that deferment was justified under 
all the circumstances. 


Mr. Suurr. Well, sir, it is the Congress’s judgment. 


Mr. Wiccteswortn. I say it is a matter of judgment in the light 
of the risk involved 
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Mr. Suourr. Yes, sir. 

Mr. Wicetesworru. The deferment carries with it a calculated risk 
in military terms, if the Joint Chiefs of Staff are correct. Therefore, 
it follows, does it not, that it is then, just as it is in our own defense 
program, a question of how fast it is good judgment to proceed and 
how much of a calculated risk we are willing to assume by deferment 
or postponement ? 

Mr. Suvurr. That is right, sir. 

Mr. Wiceiteswortu. As long as a war does not arise, we could 
appropriate nothing and no damage would be done. If war does 
arise and if we are not prepared as a result of budget slashes then we 
must take the consequences. It seems to me that the pictures at home 
and in this field are identical in that respect. 

Mr. Spracue. I agree with that. 


ELIMINATION OF PROGRAMS BECAUSE OF FUND REDUCTIONS 


Mr. Passman. Is it not true that many of the programs eliminated 
would have been eliminated anyway ¢ 

Mr. Suurr. No,sir. I do not think we would have eliminated them. 

Mr. Passman. You would not have dropped any of them in repro- 
graming and replanning ? 

Mr. Suurr. I did not say “any of them,” sir. It is kind of hard to 
answer that question in a vacuum. I do not think we would have 
dropped all of them by any stretch of the imagination. 

Mr. Passman. But there would have been some reprograming. 
There always is. 

UNOBLIGATED BALANCES 


Is it not true that we have established that in prior years there were 
huge unobligated balances that would have lapsed if the Congress had 
not reappropriated them ? 

Mr. Spracur. I do not think we have established that we had huge 
unobligated balances. 

Mr. Passman. But there were unobligated balances ? 

Mr. Spracue. Yes, sir. 

Mr. Passman. We get into this discussion every year when we come 
to these hearings, only to have the program go into the following year 
with money that could not be obligated. 

It is my understanding the Tishingwiéiaalt Secretary said that in 
effect the program is being carried out in a satisfactory manner, and 
that substantially what I said this morning was true. 

Mr. Spracve. I said that, but I did not say we had huge unexpended 
balances. 

Mr. Passman. Mr. Secretary, you did not need to say huge unex- 
pended balances. I have the record that there was one-half billion 
dollars unexpended last year. 

Mr. Spracve. I would not agree with that, sir. 

Mr. WicecteswortH. Will the gentleman yield ? 

Mr. Passman. You have the witness, but I am going to keep the 
record straight. : 

Mr. Taser. There seems to be some difference of opinion as to what 
constitutes a huge balance. 
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Mr. Passman. Would you say that half a billion dollars is a huge 
balance? 

Mr. Wicciesworts. My understanding in that connection is that 
the Secretary has testified that after making essential adjustments as 
a result of budget reductions by the Congress in the neighborhood 
of $500 million, ‘he will have something like a $25 million unobligated 
balance at the end of this fiscal year. 

Mr. Spracur. That is correct. 

Mr. WiecteswortH. Now, do I understand that we are going to 
deal with this military assistance request by area, Mr. Chairman, or 
country by country subsequently? I assume that we are; are we not? 

Mr. PassMan. Yes; we are. 

Mr. WiccteswortH. I have no further questions, Mr. Chairman. 


UNOBLIGATED AND UNRESERVED BALANCES AT END OF 1957 


Mr. Passman. If I recall correctly, there wag a large unobligated 
balance in fiscal 1957. 

Would you state for the record at this time the amount of unobli- 
gated and/or unreserved money that was on hand at the end of 
fiscal 1957? Iam speaking of the unobligated money, and money that 
was not needed which the Congress had appropriated in prior years. 

Mr. Spracuer. At the end of fiscal 1957, $553 million was unobli- 
gated. 

Mr. Passman. Unobligated and unreserved ? 

Mr. Spracur. That is correct. 

Mr. Passman. That much was available that you were not able to 
use ¢ 

Mr. Sprague. And the Congress reappropriated $538 million of 
that. 

Mr. Passman. That is correct, but you did have that amount of 
money on hand, unreserved and unobligated, for which there was no 
use during the fiscal year ? 

Mr. Spracvue. Yes, sir. 

Mr. Mituer. As I understand it, Mr. Secretary, the breakdowns by 
regions and the details will be presented at a later date? 

Mr. Spracue. Yes, sir. 

Mr. Mriuier. To summarize the statements that have been made 
both ways, is it my understanding that, as of now, your position is that, 
while it is true you had a half billion unobligated a year or so ago, 
due to the methods that you have outlined and in conformity with the 
wishes of this committee, you have greatly reduced the unobligated 
carryover, and that this year you are going to come out about as tight 
as it is possible to do to provide for your commitments with about 
$25 million unobligated. That is the best estimate you have? 

Mr. Spracur. That is our judgment; yes, sir. 

Mr. Mitter. And is it also a correct summary of your testimony 
that, admitting the improvements which have been made, you do not 
anticipate the ‘possibility of making such striking reductions of obli- 
gational needs in the coming year, and, in your opinion, this is a tighter 
budget than we have had toc consider in the past ? 

Mr. Spracuer. Yes, sir; I fully concur in that. 

Mr. Mier. And that you also believe that, if it levels off—of 
course, we can all say there are always improvements that can be 
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made—but even allowing for the best that you can do with the lead 
time of 18 months as an average, and if we are to carry out the pro- 
gram as envisaged, you would level off with about a $3 billion unex- 
pended balance, and, from year to year, approximately 90 percent of 
that would be obligated ? 

Mr. Spracur. All of it will. All of the unexpended balance is now 
obligated. 

Mr. Miter. Could we put this in just ordinary, simple, layman’s 
language, and say that, while you may have had more in the past 
than was needed, and the committee may have been justified in rather 
sharp reductions in the appr opriations, as of now you think if we 
reduce the kitty substantially it would injure the program ? 

Mr. Spracur. I think it would; yes, sir. I think the committee had 
a good deal of justification last year in what it did, based upon the 
unobligated balance which we ex xpected to have as of June 30. 

Mr. Gary. And which you did have? 

Mr. Spracur. And which we did have; yes, sir. And which the 
chairman has just pointed out. There is no such situation this year. 
Except for the $25 million, we expect to have all of it obligated in an 
orderly fashion against those deliveries for future years. 

Mr. Mixer. That isall, Mr. Chairman. 

Mr. Passman. You have made great progress in this program and, 
personally, I am delighted at the fact that, to some extent, you agree 
that the committee had justification for assisting you toward stream- 
lining the operations and providing the money ‘actually needed in 
keeping with the circumstances. 

You have made great progress, and I feel very kindly toward the 
effort that has been put forth to bring this program more in keeping 
with the committee’s views. You said this morning that any sub- 
stantial reduction would upset your present program. You may rest 

assured that we are trying to give you what you need, but no more. 

Mr. Spracur. I would say, “Mr. Chairman, if it is true that the 
authorization committee has cut the military-assistance program $160 
million, that anything more than that would be what T would call a 
substantial cut against what we consider to be an austere program, 
and I mean austere. TI think, as it is developed region by region, or 
at least, I hope, you will come to that conclusion yourself. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


SPEECHES ON MUTUAL SECURITY PROGRAM 


Mr. Spracusr. Mr. Chairman, I would like to ask the privilege of 
making a comment on the questions you asked with respect to speeches. 
It will be very brief. The first point I want to make is that no one 
except Presidential appointees can make political speeches. When 
political speeches are made, they are paid for out of the person’s own 
pocket, or out of the funds of the organization which invites them. 

The second point is that we are invited from time to time by or- 
ganizations to make speeches about some phase of the Defense Depart- 
ment business. Those are considered official. They are paid for out 
of the Department of Defense appropriation. None of the military 
assistance program money has ever been used, to my knowledge, for 
any propaganda purpose. 
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Mr. Passman. Could it be you would have one interpretation of 
propaganda, and that I would have another interpretation of prop- 
aganda? In that connection, I recall a meeting held in Washington 
on the 25th of February where it was said they would have present 
representatives of 300 different organizations. There were listed in 
that program our President, Mr. Eisenhower; our former President, 
Mr. Truman; Mr. Stevenson, Mr. Nixon, and others, all on the same 
program. Some of my constituents who received copies of the printed 


program thought it was fine that all of those gentlemen were on such 
good terms. 


I call that particular meeting propaganda. 

Of course, Mr. Eric Johnston has been over the country, and he has 
a right to do that, and he is beating the drums for foreign aid. They 
are trying to get about 1,000 continuing contributions so as to have 
an educational program to teach the people and the Members of Con- 
gress what the foreign aid program is all about. I find in that record 
the Ford Motor Co., H. J. Heinz, Jr., and, also many other outstand- 
ing industrialists of America. 

I do not know whether it is a propaganda program or whether it is 
an educational program into which they are entering, but I think it is 
propaganda. 

Mr. Spracure. I would prefer to call it educational, myself. 

Mr. Passman. I prefer to call it propaganda. So, it is, again, a 
matter of interpretation. 

The Committee will now stand adjourned until 10 o’clock Monday 
morning. 


Monpay, Aprit 28, 1958. 
STATEMENT OF THE SECRETARY OF STATE 
WITNESSES 


DEPARTMENT OF STATE 


HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


HON. C. DOUGLAS DILLON, UNDER SECRETARY OF STATE FOR 
ECONOMIC AFFAIRS 


INTERNATIONAL COOPERATION ADMINISTRATION 
J. E. MURPHY, CONTROLLER 


Mr. Passman. The Committee will come to order. 

We have with us this morning the Honorable John Foster Dulles, 
Secretary of State. Mr. Secretary, we shall be happy to hear from 
you at this time. : 

Secretary Duties. Thank you, Mr. Chairman. President Ejisen- 
hower has asked the Congress to appropriate $3,942,092,500, which 
he regards as necessary to carry forward the vital programs of mutual 
security on which the safety of our country and the welfare of our 
people depend. I fully share the President’s views as to that necessity. 
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CHALLENGES THAT CONFRONT US 


Tremendous pressures for change are at work in the world today. 
It is essential to our national safety that we should take account of 
them and not stand aloof. Some of the changes can be beneficient, if 
we help to make them so. Others are inherently evil and must be 
resisted. In both cases, positive action is required, Upon the wisdom 
and adequacy of our action today depend the future peace and pros- 
perity of our Nation. 

I would like to interject at this point, Mr. Chairman, apart from 
the prepared statement, that 1 do hope that the members of this com- 
mittee will realize, as indeed I know they do, that what we are talk- 
ing about here is not just a question of appropriating money for one 
project or another. This program is an absolutely vital part of what 
1 consider is necessary to protect and safeguard the United States, 
It is part of our foreign policy and goes to the whole heart of whether 
we are going to be surrounded and encircled and eventually perhaps 
destroyed by communism or not. 

Mr. Passman. Mr. Secretary, you should have heard our dis- 
tinguished former chairman, the Honorable John Taber of New York, 
on last Friday when we had some debate about 1 or 2 items, and he 
said what we were trying to do is the right thing. That is what we 
are trying to do on this committee, as Mr. Taber indicated, the right 
thing for the United States and for the peace and security of the 
free world. 

INDEPENDENCE ON THE MARCH 


Secretary Duties. One of the great forces for change in the world 
today is the drive for independenc e of colonial peoples. Since World 
War II, 20 nations with a population of 700 million to 800 million peo- 
ple have gained their political independence. Others still in a colonial 
state are striving toward this cherished goal. These people are now 
determined that “they must and will have economic progress as well 
as political progress. And some long independent, but economically 
lagging countries, feel the same way. 

I will add there that that is particularly relevant to the countries 
of south Asia, to the countries of the Middle East, and to the countries 
of north Africa, where there is a tremendous urge which comes from 
the fact that once these countries have gained political independence, 
they think there needs to be some great economic change to go with 
it. They are not satisfied with just political independence. The Com- 
munists come along and say, “Sure, you are quite right and we will 
give you what you need in that respect. ” We have to give them some 
alternative. 

Mr. Taser. Do you not consider those subject nations like Poland 
and Czechoslovakia and Hungary and that group colonial outfits just 
as much as anything else in the world 4 

Secretary Dunres. Yes, I do, but I am talking now about the 
colonies that have been liberated. 


IMPERIAL COMMUNISM 


As former colonial peoples move forward to independence they are 
confronted with a new and insidious danger—the aggressive design 
of international communism. This powerful movement has in four 
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decades seized control of all or major parts of nearly a score of nations, 
with nearly 1 billion people. That covers your point, I think Mr. 
Taber, It is still aggressively predatory. 

We are well acquainted with the immense military forces which 
the Communist bloc now controls—some 400 ground divisions, air 
fleets of 25,000 combat planes, the world’s second largest navy with 
by far the largest submarine fleet of 500 craft. We have recently been 
impressed by Soviet advances in nuclear weapons and ballistic missiles. 
We are only beginning to see the emergence of another potent instru- 
ment of conquest—the rapidly growing Soviet industrial potential 
used as a weapon of economic warfare, particularly against the weak 
and inexperienced. 


COMMUNIST ECONOMIC OFFENSIVE 


This new offensive demands our gravest consideration. Until 2 
3 years ago Communist imperialism relied primarily on a policy of 
violent subversion or armed action. Now the Communist leaders have 
‘ developed a new technique. Where they formerly treated all free 
nations as enemies, they now profess the greatest: friends ship tow: me 
many of them—particularly toward those which seek economic devel- 
opment. 

In a this course—backed with capital and skilled manpow- 
made offers of economic help to nations in all parts of 
the wiabis They and other bloc nations have already entered into 
agreements with 16 nonbloc nations for lines of credit or grants total- 
ing nearly $1.6 billion in economic assistance and an additional $400 
million for military assistance. They have supplied trained techni- 
clans—as many as 2,000 at work in newly independent countries at 
. time. They are also engaged in vigorous efforts to increase their 

‘ade with nations in all parts of the free world. 

Mr. Khrushchev has recently said : 





We declare war upon you—excuse me for using such an expression—in the 
peaceful field of trade. We declare a war we will win over the United States. 
The threat to the United States is not the ICBM, but in the field of peaceful 
production. We are relentless in this and it will prove the superiority of our 
system 

And only last week, speaking to our Ambassador in Moscow of 
Soviet economic activities, he said: 

We Bolsheviks are ravenous people. What we achieve through our struggles 
in the past is not sufficient for us. We want more—tomorrow. Mr. Thompson, 
watch out. 

These warnings mean that while we must, of course, deter war— 
whether general nuclear war or limited war—we must also prevent 
Communist absorption or encirclement of free nations by the more 
subtle means of economic penetration and political subversion. 


PREVENTING WAR 


Let me speak first about deterring open war. It is clear that we 
cannot successfully do this alone. it would be incredibly costly in 
money and manpower to try; and it would fail in the end. There- 
fore, we have worked out a great collective security program of 
treaties with over 40 nations which pledge aid to be given and re- 
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ceived if armed attack occurs. These promises are important. But 
there is need also of military strength in being. This depends upon 
our mutual security program. 

By this program our allies have vastly increased the effectiveness 
and numbers of their forces. We have contributed primarily weapons 
and materiel up to about $20 billion, while nations associated with us 
in the collective defense effort have made defense expenditures total- 
ing $122 billion. 

We have gained great reinforcement of the most powerful deterrent 
to aggression, that is our strategic air force and our naval might. 
The great power of these forces is heavily dependent on dispersed 
bases around the world. These are supplied by many of our allies and 
friends as part of their contribution to our mutual security effort. 

Great as this mobile strategic power is, we cannot be sure that it 
alone will deter all aggression. The free world must also have local 
forces to resist local aggression and give mobile power the opportun- 
ity for deployment. 

Our associates in mutual security are willing to provide the great 
bulk of the needed conventional forces to defend their homelands and 
neighboring nations if we will provide some of the necessary arms 
and, in certain countries, some of the economic strength needed to 
support their military establishments. 

The peace of our country and the peace of every free nation in the 
world today rests in the most literal] sense on smubintens the strength 
of the forces of the United States with the strength of the forces of 
the free world. 

We must realize that we are in a cold war, the intensity of danger 
of which calls for measures as determined as any adopted in a period 
of military conflict. During World War I we recognized the need for 
and applied a principle of interdependence. We joined 27 Allied and 
associated powers and helped each other achieve victory. In World 
War II we joined with 46 other nations to bring our combined resources 
to bear on the task of winning. We can survive the cold war in which 
we are now compelled to engage only if we continue to apply the con- 
cept of interdependence we have already established under the mutual 
security program. 


PROPOSALS FOR DISARMAMENT AND INSPECTION 


I might add there, Mr. Chairman, that we are, of course, trying 
constantly to work out agreements on disarmament which would di- 
minish the cost of and the need for having these overseas forces and 
overseas bases. The Soviet Union talks a great deal about wanting 
peace and disarmament and so forth, but so far it has really not made 
any serious proposals along those lines. They complained, as you 
know, last week in the Security Countil, about the threat over in the 
Arctic. We are coming back at them tomorrow, saying in effect, “If 
you are worried about that, let us set up zones of inspection on both 
sides in the Arctic and allay this fear. As long as we are satisfied you 
are not going to attack us, we do not have to take the precautions that 
you say alarm you. Why do we keep planes aloft with atomic weap- 
ons? We are afraid you will launch something on the North Pole 
that will wipe them out. Therefore, we have to keep something in 
the air all the time. If we are satisfied you will not do that, we will 
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not have to do that either. We realize there is a ground for mutual 
suspicion and mutual concern, and if that is the way you feel about it, 
let us clear it up.” 

We will know tomorrow, perhaps, whether the Soviets are going 
to respond to that or not. If they do respond to it, we may be able to 
do something comparable in Europe and other places and gradually 
get away from this need of being armed to the teeth in all parts of 
the world. 

I would not want the committee to feel that we are satisfied with 
the present state of affairs and the burdens put on our country in 
terms of our own military expenditures and the need for these bases 
all over the world. We are trying to take every opportunity that 
offers itself to reduce the risk and reduce the burden. I will add that 
to my prepared statement so that you will know what our feeling is 
on that. 

Mr. Gary. Mr. Secretary, we scored a very substantial propaganda 
victory on that situation, did we not? 

Secretary Duties. We did, and that is the cause of great satisfac- 
tion, but we are anxious to score more than a propaganda victory; 
we would like a victory of substance. By a victory of substance I 
mean something that would fairly allay the concern we feel so we 
could cut down on the expense and burden of these military bases all 
over the world. If we could turn that propaganda victory into one 
of substance we would be gaining something. 

We look upon the proposal that we plan to make tomorrow as one 
that offers a chance to do something real, and we have sent word 
to Moscow to make it perfectly clear to them that we really would 
like to see something substantive come out of these talks tomorrow 
and not have it regarded as just a propaganda blast. If they do 
not respond, that will reinforce our so-called propaganda position and 
give us an even better position in the eyes of the world, but we would 
like to accomplish something real so that we can cut down on the cost. 
The cost, of course, depends very much on the necessity of being in a 
constant state of readiness. It costs a lot of money to have these 
people all the time in the air and on the ground to have to have these 
bases all over the world. 

Mr. Anprews. Mr. Secretary, suppose you reached an agreement 
with them that would cause you to feel you could reduce the state of 
emergency that we maintain, what faith could you place in an agree- 
ment that they made, that they would live up to it / 

Secretary Duties. That would depend entirely, not on anybody’s 
putting faith in the Soviet Union, but upon our having physical 
facilities within their own land to check up on these things, either our 
own or international forces, which would be posted there to check up 
on these things. We do not believe for a minute—and I think perhaps 
I am one who has gone through about as much experience in this field 
as anybody has, because I have been meeting with the Russians since 
1945. I suppose perhaps I have had more meetings with the Russians 
than any other American, and I know how tricky and how undepend- 
able they are. I have seen these agreements, one after the other, 
broken, and I think I am as little gullible in that respect as anybody. 
It has been basic in my position for years that we should never alter 
our position to our possible disadvantage merely in reliance on Soviet 
promises. 
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‘ Mr. Anprews. We cannot trust them ? 


COMMUNIST VIOLATION OF AGREEMENTS 


Secretary Duties. We cannot trust them, and therefore the only 
basis for changing our plans would be through some provision for ver!- 
fication on the spot. 

Take the Korean armistice agreement. They have violated all of 
what you might call the disarmament features of the Korean armistice 
agreement. The Korean armistice agreement not only stopped the 
firing but it also provided that new troops and new weapons should 
not be brought into either zone. We lived up to that for 3 or 4 years 
until finally the degree of violations that had taken place in the 
north—the amount of fresh forces and weapons brought into that 
area—were such that we could not be quiescent under it. So we an- 
neunced we would no longer feel ourselves bound by those provisions 
and we would ourselves introduce new weapons and forces in the 
southern zone. 

The difficulty was that there was not an adequate inspection system. 
There was supposed to be an inspection team composed of Sweden 
and Switzerland plus Poland ‘ah Czechoslovakia. The Poles and 
©@zechs held everything back. Whenever there was a report of air- 
power in an airfield that we asked them to investigate, they would 
delay until they were able to move it to another airfield and then 
they would go to the airfield and find the signs they had been there 
but they could not actually catch them there. This is the kind of 
thing we have had experience with, and you may be sure we will not 
go in for that kind of thing again. 

Mr. PassmMan. Mr. Secretary, propagandawise you are dealing with 
something rather specific tomorrow, rather than with generalities, 
are you not ? 

Secretary Dues. Yes. 

Mr. Passman. Off the record. 

(Discussion off the record.) 





INSPECTION PROPOSAL 


Mr. Gary. Mr. Secretary, what was the proposal with respect to in- 
spection that the Russians turned down either yesterday or the day 
before ? 

Secretary Duties. President Eisenhower had proposed in his let- 
ter to Khrushchev that since any of these proposals involved a large 
amount of technical preparation and technical agreement as to what 
was necessary to make them work, and because that would itself take 
quite a long time, a year or so, that in order to save that time we 
should get to work at the technical level without anybody being com- 
mitted to anything as to what the final agreement might be. But he 
urged that we should begin to exchange views as to what, if there 
were suspension of testing, would be required to be sure that the agree- 
ment was being lived up to—how many posts in the Soviet Union, in 
Communist China, in the United States and elsewhere would be re- 
quired ; if we desired to cut off the production of fissionable materials 
for weapon purposes, what would be required to have verification of 
that; if there should be zones of inspection to guard against surprise 
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attacks, what would be required in the way of air forces, what would 
be the means of communication back home, would we have ground 
forces, and what would be their mobility. There is a mass of technical 
matters involved in all these matters. 

We have not been able to agree yet as to what to do about any of 
these questions, but we have confidence in the long run—perhaps in 
the short. run—that we can reach an agreement in some of these mat- 
ters. Then the question will be, are you only then going to start study- 
ing these technical matters, which will mean you will have another 
year or 2 years of discussions? We felt that some gain could be made 
by discussing these matters right away on the technical level so some 
of these technical matters would be behind us. Then, if and when we 
reached an agreement, we would not have to expend as much time 
before the agreements were put into effect. That was the gist of it, 
and I may say that position is being affirmed by the reply which the 
President is making to Mr. Khrushchev that will be Sltctegd today, 
and I think the text will be released some time during the course of 
the day. 

INSPECTION IN THE ARCTIC 


Mr. Forp. May I ask, Mr. Secretary, in these proposals that are 
being submitted tomorrow for inspection in the Arctic, are we making 
concrete proposals as to how they will be implemented for our pro- 
tection and for themselves ? 

Secretary Duties. We do not expect to include those proposals in 
our presentation tomorrow. We have, of course, given that matter 
very careful thought and study, and we have our own ideas as to what 
would be necessary. If the Soviets are prepared to exchange views 
on that point, we are ready instantly to respond. 

I may say that in the original draft of the statement that was pre- 
pared for possible use tomorrow, which I examined yesterday, they 
had included in that a rather long technical discussion. It seemed to 
me it was wiser to hold that back for perhaps a second stage, so that 
will not be put in the statement we will make tomorrow, but that has 
been thoroughly considered by the State Department and the Central 
Intelligence Agency. 

Mr. Forp. In other words, we are not just going to make a sug- 
gestion in words; we are ready to follow up with actual implementa- 
tion 2 

Secretary Duties. That is right. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 

Mr. Gary. I want to say this, Mr. Secretary. I have been critical 
at times, and I want to be fair. It appears to me this Arctic situa- 
tion has been handled very well, and I want to congratulate you on 
the way it was handled. 

Secretary Duties. Thank you. 

I resume the prepared statement, Mr. Chairman. 


USING OUR OPPORTUNITY—-ECONOMIC DEVELOPMENT 


Prevention of war is essential. It gains us time, but it will be a 
hollow achievement of limited duration if we do not use this time to 
build a more stable structure of peace. We will certainly have gained 
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little by preventing the immediate destruction of war if we allow 
other nations and eventually ourselves to succumb to the slower de- 
struction of economic strangulation. We must use this dearly bought 
period of opportunity to strengthen the free world by helping the 
newly developing nations in their own industrious efforts for economic 
progress. We must do this, first. as we have been doing it, because it is 
right and, second, to counter the Communist efforts to manipulate 
for their own ends the intense economic aspirations of peoples in newly 
independent and less developed nations. 

T have heard it said that we must not enter into a competition with 
the Soviet bloc in this field. My reply is that we are not entering into 
a competition with them. They are entering into competition with 
us. They are attempting to take over and pervert for their own uses 
the normal processes whereby, historically, nations that are not yet 
developed borrow abroad to get their own capital development under- 
way. For example, in our own country’s early history we borrowed 
great sums from foreign private investors with which we started 
our own transportation and industrial development. 

We favor today the greatest possible participation by private 
capital in the development of the less-developed areas of the world. 
However, the political risks in many of these countries are greater 
than private persons will assume. Unless there is to be a lapse in 
what have been the normal and historic means of developing less- 
developed countries, our governmental funds must play a part. Fail- 
ure to provide these funds would place great victories within the 
Communist grasp. 


PROGRAM FOR MUTUAL SECURITY IN FISCAL YEAR 1959 


Mr. Dillon, Mr. Smith, and Mr. Sprague have already discussed 
with you the major aspects of the proposed mutual security program 
for fiscal year 1959. In the coming days of your hearings you will 
have before you a series of other experts on every detail of the mutual 
security program. I shall deal with the broad aspects of the matter. 

What does this program do? First, it is an integral part of our 
security effort to prevent war—or to win it with minimum loss should 
it be forced upon us. In view of the tremendous power of the Sino- 
Soviet forces, until we are able to work out a dependable arrangement 
for arms limitation, we would be foolhardy to weaken our defense. 
The President has therefore asked for $1.8 billion to maintain exist- 
ing strength and, in some respects, to provide more modern weapons. 

As in the past, several of these Allied and friendly nations simply 
cannot support the military forces we and they have agreed are needed 
unless they have outside help to maintain their own economies. Our 
program of defense support is designed to meet this need. For next 
vear defense support is proposed for 12 nations. Seventy percent is 
intended for four countries—Korea, Taiwan, Vietnam, and Turkey. 

These 12 nations are collectively providing 3 million armed men in 
ground, air, and naval units located at strategic points around the 
perimeter of the Communist bloc. None of the 12 has the economic 
strength to support forces of the size we believe important to our 
common defense without the proposed economic assistance from us. 

The second great purpose of our mutual security program is to deal 
realistically with the need of the peoples of the newly developing na- 
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tions to make economic progress. We have the instruments for this 
in our well-established technical cooperation program and our newly 
created Development Loan Fund. 

Previous witnesses have outlined the very moderate expansion of our 
technical cooperation, which is proposed this year, primarily to in- 
crease activity in a few countries where we now have programs and to 
undertake new programs in nations which have recently “gained inde- 
pendence. 

The somewhat increased appropriation for the United Nations 
technical assistance program will make it possible to participate in the 
important new special projects fund approved by the last General 
Assembly. 

The Development Loan Fund, established by the Congress last year, 
is one of our chief methods for w aging the cold war in its present 
phase. You will recall that the President recommended the establish- 
ment of the Fund upon the basis of the most careful study by the 
Congress, the executive branch, and qualified public groups as to the 
new directions United States policy should take in light of the 
changing character of the challenges we face. 

The purpose of this Fund is to diminish grant aid and substitute 
loans to friendly countries to help them in their own efforts to develop 
their economies. This would only be until private capital or other 
lending institutions can take up the task. 

You will recall how very strongly the President believed last year— 
as I did—that the Fund should be armed with an initial capital to be 
available from year to year for 3 years and in the aggregate amount 
of $2 billion. Nevertheless, the final judgment of the Congress was to 
allow an appropriation of $300 million and an authorization for an 
appropriation in the coming year of $625 million. 

We have not changed our beliefs as to the gravity of the need, but 
have accepted the decision of the Congress, and the President is now 
asking only for the appropriation of the $625 million authorized. 
I cannot overemphasize to you how important I believe it is that this 
full sum, limited as it is, should be available as a powerful and es- 
sential tool in the deadly economic competition now being waged 
against us and other free nations. 

“There are other needs—some close to our collective secur ity effort— 
which cannot or should not be met out of military assistance, defense 
support, or other « prays These will require what we call special 
assistance. There are two main groupings in which these needs fall. 
The first is to blo, ‘aniatees stability both political and economic 
in certain nations where we do not support substantial military forces 
and which are not therefore eligible for assistance under defense sup- 
port. Such nations include Ethiopia, Morocco, and Libya, where 
we have military installations, and Jordan. Secondly, special as- 
sistance is also designed to support such activities as assistance to 
West Berlin, to continue the one ide malaria eradication program, 
and for other important uses. The President asks an appropriation 
of $212 million for these purposes, all of which is specifically 
programed. 

After the needs which can be programed in advance have been con- 
sidered, there will still remain a need to be able to meet unforeseen 
emergencies. The President has asked a $200 million contingency 
fund for needs of this nature. 
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I believe it would be dangerous indeed for the United States to enter 
upon the uncertainties of the coming year and the unseen but. in- 
evitable new initiatives of the Communists in the cold war without 
placing in the hands of the President a fund adequate to the potential 
contingencies. 


EFFECTS OF THE MUTUAL SECURITY PROGRAM 


T know that there are those in the Congress and in the public who 
declare this mutual security program to be of little value—*foreign 
aid”’—a “giveaway”—who say we have spent vast sums and have 
gotten nothing or little in return, who contend that we should now 
abandon or rapidly reduce and end this effort. With a decline in 
business and substantial unemployment here in the United States, 
some voices are also raised against the idea of development projects 
abroad until all desired projects at home have been furnished. 

Let’s look at the facts: 

1. This program is an absolutely essential part of our own national 
effort to maintain peace and security for our country. It is an integral 
part of our own system of military security. The appropriations to 
make possible armed forces on the strategic territory of our allies are 
as essential as the appropriations for our own Armed Forces. The 
one is a planned supplement to the other. Without the strength of 
our allies our own forces would have to be greatly expanded, the draft 
of our youth would be enlarged, and the cost to us in taxes would be 
ine calc ulably gr eater. 

The “giveway” so often complained of would have occurred if 
we had not had this program or if we should slacken it now. Without 
a mutual security program we would indeed have “given away” half 
of Europe to chaos or communism. We would have “given away” 
Greece and Turkey and the eastern Mediterranean to Soviet control. 
We would have “given away” Iran, and Russian access to the Persian 
Gulf and the Indian Ocean—and the economic strength of Europe 
which depends heavily on Middle Eastern oil. We would have “given 
away” Korea, and the Republic of China and Vietnam—and in all like- 
lihood the rest of Southeast Asia. The “giveaway” would reach or 
come dangerously close to Pakistan and India—the great Asian sub- 
continent with a fifth of the entire human race. 

If we now weaken in our determination and slacken in our pace, we 
will indeed “give away” to communism in the next few years the con- 
trol of a dozen or more nations with enough people and resources to 
change the balance of power irretrievably against us. We wonld 
indeed “give away” bases and allied forces essential to our own strate- 
gic defense system. We would indeed “give away” the access which 
we and other free nations have to resources essential to our own indus- 
try and to trade essential to our own welfare and prosperity. 

3. A few months ago, there were those who said we must stop spend- 
ing abroad while we have unemployment at home. I do not hear 
that statement often now and I believe that most ects who are 
alert to these matters are now aware that this essential security pro- 
gram has the added value of creating or increasing employment in 
the United States and is of direct benefit to our economy. Approxi- 
mately 75 percent of the funds appropriated for this program will be 
enent in the United States in the first instance. The remainder will 
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be spent for procurement in an allied country—first strengthening 
its economy—and then spent by that country in the United States for 
a wide variety of goods—many produced by American industries al- 
ready suffering diminished sales and unemployment. The effect of 
these expenditures was estimated by a study prepared last year for 
the Congress to provide employment for some 600,000 American 
farmers and workers. 
CONCLUSIONS 





I have referred to two great elements of change—the movement 
for independence and the opposing movement of Communist impe- 
rialism. There are also other powerful forces at work. 

There is the growth in the Sino-Soviet bloc of demands which are 
incompatible with the absolute despotism to which they have been 
subjected. For the individual, these demands include greater per- 
soial security, increased freedom of choice and more independence 
af thought. For the satellite nations, the demands are for increased 

ational independence. These demands are already bringing about 
ahearise s in Soviet relations with their own citizens and with the 
satellite nations. I believe that these forces will prove irresistible. 
But they would be seriously delayed should we, by slackening our 
efforts, allow the present despotic rule to gain the increased prestige 
of external successes. 

The mutual security program now before you is not only an essen- 
tial and a major instrument to make our Nation secure against the 
threat of Communist imperialism which now confronts us. It is a 
means to accelerate the ending, for all time, of that threat 


CHANGE IN SOVIET TECHNIQUES 


Let me say there that I am absolutely convinced, Mr. Chairman and 
members of the committee, that we are going to win this struggle we 
are in. Weare going to win it because the forces working for ‘greater 
freedom and more independence in the Soviet bloc are going to prove 
to be irresistible, and there are signs they are growing in strength. 
The main thing is that we not f: alter before those forces become domi- 
nant and change the character of Soviet despotism. Already we have 
seen considerable change in their techniques. Just before the Second 
World War they were using force. They used force to attack Poland ; 
they used force in attacking Finland; they used force to take over 
Latvia. And after the war they started using force. You had the 
military Communist subversive effort in Greece, in Malaya, in the 
Philippines; you had the actual fighting in Korea and the actua al fight- 
ing in Indochina; and you had the taking over of Czechoslovakia by 
the threat of force. ‘ 

Now this system that we have built, which has gone under various 
names and which we now call our mutual security program, has 
checked that in the sense that it is not profitable any more or ex- 
pedient any more for them to use this threat of force, so that is at 
least in abeyance. Now they are trying to win their ends by smiling. 
That increases their power in the world, because people prefer to have 
contact with people who smile rather than those who frown and bare 
their teeth. But you cannot go on smiling without doing something to 
your own character, you know, and they are in some ways showing a 








290 


pliability before the forces in the outer world, and within their own 
world—to the pressures for a change. I do not know how rapidly 
that move is going to take place. Anybody would be a fool to try to 
put a date on it, ‘but I do believe we are embarked on a course that 
will not result in a stalemate. Somebody is going to win, and I 
think we are going to win. I think on the whole in the postwar period 
in the last 10 years we have been developing a successful program. 

Mr. Chairman, we cannot succeed in these jundamenbid policies 
without adequate funds. The President believes and I believe that his 
request is no more than enough for these vital purposes. To attempt 
to succeed with less would be only to run the danger of wasting what 
we use and of failing in the end—with disaster for the Nation. 

We should not forget that there is nothing automatic about the 
peace and safety of our Nation. We may assure our future only b 
our own good judgment and by our determined, and at times actif 
cial, effort. There is, of course, uncertainty inherent in any effort 
of this size and complexity. But if we err, let us err on the side of 
safety rather than of danger. 

Mr. Passman. Thank you, Mr. Secretary. If I may go off the 
record for just a minute. 

(Discussion off the record.) 

Mr. Passman. It is like Mr. Taber said, we may not always be in 
agreement as to the amount of funds needed for the mutual security 
program, but we are all working to do the right thing. Of course, if 
we were not going to inquire into the details of the different requests 
there would be very little reason to hold hearings ; we would just accept 
the request. 

Mr. Taser. We would not know what the right thing is.. 

Mr. Passman. That is right. 


ADEQUACY OF APPROPRIATIONS FOR MUTUAL SECURITY PROGRAM 


So I should like to ask you this question, Mr. Secretary: In your 
considered judgment, are we meeting our commitments to our allies to 
a reasonable degree with the appropriations that have been made by 
Congress ? 

Secretary Duties. We are taking some chances today that I do not 
think it is wise or prudent to have us take. 

Let me say first, on the record, that I identify those chances per- 
haps with North Africa and the Middle East particularly today. 

Now let me go off the record a minute. 

(Discussion off the record.) 

Secretary Duties. We have not actually lost any area for lack of 
funds. We are taking very considerable chances in some areas and I 
could not in frankness say to the committee that we may not incur 
losses. I can see a good many danger points where our ability to de- 
velop and apply what I think are the policies needed for the security 
of the United States is greatly limited by the fact that we do not have 
as much money in prospect as I think is necessary for an adequate 
program. That is about the situation. é 

Mr. Passman. Thank you. I think you mentioned in a statement 
while off the record that some of the funds to which you refer are 
dealing with the new program in an area where heretofore we have 
been putting in limited resources because of the fact of one of our 
allies having trouble in that area; is that correct? 
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Secretary Duruixes. As far as one of the countries I mentioned is 
concerned, the problem is one that we should be able to meet right 
away out of existing funds but they are not adequate for the purpose. 

Mr. PassmMan. Do you feel we are fulfilling our financial commit- 
ments to a reasonable measure ¢ 

Secretary Duties. We have no commitments other than our obliga- 
tions to do what is in the interests of the United States. I think 
we are taking chances there. We are cutting off, for example, or 
slowing down on delivery of modern weapons under our military as- 
sistance program. I do not know when any of these slow downs or 
cut downs is going to have a serious effect. We have perhaps been 
fortunate that it has had no serious effect that we can actually meas- 
ure today in terms of concrete losses, but there is a very considerable 
degree of dissatisfaction on the part of some of our allies over the fact 
a are not, for instance, getting more modern weapons more 

uickly. 
7 Mr. Passman. Mr. Secretary, I shal] read from a news report: 


PROGRAM IN IRAN 


“Is the United States Aid Program in Iran adequate?” asked the 
newsman. “Yes,” said an Iranian official. “Is it well administered ?” 
asked the newsman. “Yes,” said the Iranian official. “Is Iran happy 
with it?” “No,” said the Iranian. “Well, for gosh sakes, why not?” 
asked the newsman. “Why not?” retorted the Iranian. “Because it is 
not enough to maintain our pride. It is not that the Iranian Govern- 
ment is in need of cash. It is a matter of prestige. How can an 
Iranian official keep his standing in Mideast diplomatic circles when 
all his opposite numbers can boast how much fier the checks are 
that their countries are receiving from the United States Treasury ¢” 

That is excerpted from National Review for January 18, 1958. 

Does that colloquy not indicate some jealousy among these nations? 

Secretary Duties. I do not think so. I was in Iran myself subse- 
quent to the date of that report and I have talked there fully not only 
with the Shah but with the leaders of the Government, the Director 
of the Development Program and the like. 

They face very real problems. They feel that they are in between 
Turkey on the one hand, and Pakistan on the other hand, both of 
which have had considerably more United States military support, 
and that they have a military weakness which would mean if there 
were to be any southward movement, they would be looked upon as 
a weak gap in the link. 

Off the record, please. 

( Discussion off the record.) 


AID TO LEBANON 


Mr. Passman. Mr. Secretary, I understand that the Parliamentary 
Foreign Affairs Committee in Lebanon urged the Government to try 
to obtain enough American aid to justify Lebanon’s continued accept- 
ance of the Eisenhower Middle East doctrine. 

I also understand that Lebanon has received $10 million in economic 
aid and almost $5 million in military aid under the doctrine. 
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I read from a news report: 


Damascus, Sygra.—A Lebanese official said today Lebanon would drop out 
of the Eisenhower doctrine and reject United States economic aid unless the aid 
is greatly increased. He told a news conference that the Lebanese Government 
is considering such a move and is inclined to demand an increase in economic 
aid but not military aid. 

I have spoken with officials in our own Government and the ICA, 
who feel, as I do, that Lebanon is in better shape than most countries 
in that part of the world, that they have a healthy economy and 
actually do not need economic aid, and that there are indications we 
have been giving the Lebanese economic aid simply because we were 
giving some of her friends out in that part of the world economic aid. 

Did you by chance see these two news items from which I quoted? 

Secretary Duties. I did not, but I am familiar with the problem. 
Indeed, I mentioned it in a portion of my testimony that was off the 
record. 

Mr. Passman. The Lebanese state here they do not want military 
aid, that they want economic aid; and I think it can be established 
beyond doubt that they do not need our economic aid. Other than 
Israel, I think Lebanon ranks higher on per capita income and 
standard of living than any other country in that part of the world. 

This was inserted in the Congressional Record by Hon. Alvin E. 
O’Konski, Member of the House of Representatives, State of Wis- 
consin, on June 21, 1957: 

Total American gifts to foreign nations from July 1, 1940, through June 30, 
1957, $133,350,032,000. That is 4814 percent of the $275 billion debt Senator 
Byrd mentions. In 17 years the American Government has taken away from 
the American people by force of taxes 48% percent of their total wealth for 
gifts to foreign nations. The American Government has given away to foreign 
governments 48% percent of America as we measure it by the public debt. 

I am reading from the record. I think it is well to indicate that, 
year in and year out, when we have been led to believe the appropria- 
tion would be less, the appropriation in effect is always more. The 
record indicates we have appropriated for the departments more 
money than they could obligate, and we have fallen into the habit 
of making new appropriations and also reobligating. I think it is 
well, Mr. Secretary, to indicate for the record that the departments 
come down to Congress with requests for substantial amounts of 
funds. With few exceptions, the Congress reduces the appropriations 
below the requests. 

In the past 3 years, fiscal 1956, 1957, and 1958, the Congress reduced 
below what the President requested for this program by a total amount 
of $2,214,821,750. 

We were somewhat encouraged to observe that the military this 
year had requested, in at least new funds, less than the Congress ap- 
propriated last year. 


UNITED STATES MILITARY ASSISTANCE TO FRANCE 


This is one item, Mr. Secretary, concerning which we should like 
you to comment. It is from the U. S. News & World Report: 


A secret study just completed for the North Atlantic Treaty Organization 
shows that United States aid financed 44 percent of France’s total defense 
budget over the last 10 years. 





293 


I wonder what the facts are. Did you see that report, Mr. Dillon? 

Mr. Ditton. Yes, It cannot be correct. 

Mr. Passman. Do you care to comment further at this time? 

Mr. Ditton. No, sir. 

Mr. Rooney. You will insert something in the record with regard 
to that statement ? 

Mr. Dition. Yes, sir. 

Mr. Gary. He will answer it later on. 

Mr. Rooney. It might be better to answer it at this point in the 
record. 

Mr. Taser. Why should the Secretary not answer it? 

Mr. Passman. Mr. Dillon shook his head and that is why I nodded 
at him. I should be pleased to have the Secretary answer.now if he 
cares to do so. 

Secretary Duties. I think that is an incorrect statement and I 
would like to ask Mr. Dillon at a later date to confirm that. 

(The following information was subsequently supplied :) 


UNrrep STATES MILITARY ASSISTANCE TO FRANCE 


During the period 1948 through 1957, the total French defense expenditures 
were approximately $25 billion. This included United States direct military 
budget support (Indochina Expeditionary Force, NATO military production 
program, Lisbon OSP) amounting to about $1 billion. During the same period 
the United States contributed an oe $3.9 billion under the military 


assistance program (end items, training, ete.). Thus, total United States aid 
tu assist the French defense effort amounted to approximately $4.9 billion. 


If United States aid is added to the French self-financed defense effort to 
arrive at “France's total defense budget,” the figure is $28.9 billion, 19 percent 
of which is represented by United States aid. If, on the other hand, United 
States aid is compared with France’s actual defense expenditures, the result 
is a figure of 21.83 percent. In neither case does United States aid approach 
44 percent of the total. 

Secretary Duties. Could I make just one very brief observation, 
Mr. Chairman ? 

Mr. Passman. Yes, sir. 


EVALATION OF FOREIGN AID PROGRAM 


Secretary Duties. I realize quite well that this program, if added 
up over the last 10 years beginning with the Marshall plan, adds up to 
a lot of money. Of course, our own defense effort also adds up to a 
great deal of money. That is only one side of the ledger. The other 
side of the ledger is that we have gotten, in my opinion, our money’s 
worth out of this program. 

It is, of course, a matter of speculation as to whether or not we could 
have gotten the same results with less money. No one can ever tell. 
If you win a battle you can say you might have won it with less troops 
in the field or with fewer rounds of ammunition. The fact is we have 
been able to maintain the peace and security of our country in the face 
of a very major effort directed against it. I think when we look at one 
side of the balance sheet it is also important to look at the other. 


COMPARISON OF UNITED STATES AND FOREIGN PUBLIC DEBTS 


Mr. Passman. Mr. Secretary, these are some figures that will be in- 
serted in the record. Our own public debt is $275 billion. The avail- 
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able information on the public debts of all the other nations of the 
world shows a total of $236 billion. Yet when we consider the gross 
national product or the gross income, it would appear that the total of 
the other nations, by American standards, is about four times that of 
the United States. It looks as if this program is out of balance some- 
where, if all the other countries have a combined gross national product 
of four times that of ours, and yet our public debt exceeds that of all 
the other nations of the world by billions of dollars. 


DEVELOPMENT LOAN FUND 


On page 8 you stated, Mr. Secretary: 


You will recall how very strongly the President believed last year as I did that 
the Fund— 


that is, the Development Loan Fund— 


that the Fund should be armed with an initial capital to be available from year 
to year for 3 years and in the amount of $2 billion. Nevertheless, the final judg- 
ment of the Congress was to allow an appropriation of $300 million and an au- 
thorization for an appropriation in the coming year of $625 million. We have not 
changed our belief as to the gravity of the need but have accepted the decision 
of the Congress and the President is now asking for only the appropriation of 
the $625 million authorized. 

I am sure that you are familiar with the fact that the Development 
Loan Fund is not going to be able to give away or obligate what we 
made available last year, that there will be on hand of the $300 million 
a substantial amount of uncommitted funds. 

Secretary Duties. I am aware of the fact, Mr. Chairman, that the 
fund has applications for over $1.5 billion and only has $300 million 
to meet them and that that creates a very difficult problem. 

I would just like to say this. You refer to unobligated funds. It 
is quite true we come each year with unobligated funds but we rarely 
come here with unprogramed funds. The process of the final legal 
step of obligation is often one that has to be deferred long after the 
commitment is in fact made. 

The delay is due to the need for negotiations with other govern- 
ments, for examinations, studies, clearing up doubtful points and the 
like. I am sure this committee would be the last to want us to act in 
a precipitate manner. Therefore, I think actually the adequacy of the 
funds should be measured more in terms of the demand for the funds 
expressed in terms of what is programed. I can assure you every dol- 
lar of that $300 million is needed. We have needs which we think 
desirable in the interest of the United States, which would call for 
many times the $300 million. As I say, the applications are over five 
times the available funds. 


RATIO OF APPLICATIONS TO AVAILABLE FUNDS 


Mr. Passman. Mr. Secretary, is that not to be expected of this type 
of program? Do you not think when you come back a year from now 
the total of applications may be 10 times as much as we appropriate 
on account of, shall we say, the liberal manner in which this money 
is obligated? I understand India asked for a lot more money than 
we are going to consider giving them. 
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Secretary Duties. They asked for somewhat more. I would natu- 
rally expect that there would be more applications for loans than we 
would expect to grant. I would not think that it is a healthy thing if 
the applications are over five times the amount that we have available. 
Mr. Chairman, these are not really such liberal terms. Even where 
the loan is made in terms of local currency, it throws a burden on the 
budget of the country. They have to get the local currency in terms 
of taxes and the like. A nation does not rush recklessly into doing 
things of that sort. They usually have to get the approval of their 
own congress. It appears as a liability on their national balance 
sheet, increases their public debt, increases their taxes and the like. So 
that when they come to borrow. money on these terms, and they say 
the interest rate we ask is nearly twice as much as is asked on the 
Soviet loans, that, I think, is reflective of the real need. 


FAIRLESS COMMITTEE VIEWS ON LOANS REPAYABLE IN LOCAL CURRENCY 


Mr. Passman. Mr. Secretary, as to the report of the Citizens Com- 
mitte on Mutual Security headed by Benjamin J. Fairless, I wonder 
if his position on this Development Loan program remains the same 
as it was last year. 

Secretary Duties. I just do not know about that, Mr. Chairman. 

Mr. Passman. You are familiar with his position, are you not? 

Secretary Duties. No. 

Mr. Passman. I might quote the loan policy recommendation from 
the March 1, 1957, report to the President by Mr. Fairless’ committee : 

In our view loans by the United States repayable in the inconvertible cur- 
rencies of foreign nations are undesirable and the practice of granting them 
should be terminated. Our relations with other countries will suffer from United 
States control of large amounts of their currency. The soundness of the loan 
device should not be jeopardized by inviting repayment in foreign currencies 
which cannot be freely spent by the United States. 

That was quoting from the Fairless Committee Report to the Presi- 
dent. Instead of following the recommendation, it would appear that 
we even amended the law last year so as to permit the Defense Depart- 
ment on sale of hardware to the NATO nations to accept soft cur- 
rencies. We have soft currencies coming from that field, we have soft 
currencies coming from development loan, we have soft currencies 
coming from Public Law 480, and maybe from other programs. 

Do you think Mr. Fairless had sound reason for the alarm as ex- 
pressed in the report? 

LOANS VERSUS GRANTS 


Secretary Duties. There is certainly a reason for it, but in my 
opinion not an adequate reason for it. In these situations, Mr. Chair- 
man, you face : are going to carry out our political 
objectives—of making nade or ‘making ‘loans in terms of local cur- 
rency. I believe that we are wise in moving away from the grant 
approach, which we were in almost entirely a . few years ago, into the 
local currency loan. I hope we will shortly be able to move out of 
that into a hard currency situation. But the advantage of the local 
currency loan as against the grant is this. It makes the borrowing 
country much more prudent than if it was going to get a grant. As 
I pointed out earlier, in order to get a loan even in local currency, they 
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have to take account of it in their budget, in their taxes, have to get 
congressional approval, parlimentary approval, in almost all cases. 
There is a sense of responsibility that goes with that which is not 
present if it is just done in terms of a grant. 

While I recognize that the counsel of perfection would be to make 
loans only in terms of hard currency, we cannot at this stage do that 
and still achieve our foreign policy objectives. Therefore we have a 
choice; and we are limited to grants or local currency loans, and I be- 
Jieve the latter in many cases is much more effective. 

Furthermore, I believe that loans which in fact increase the pro- 
ductive capacity of the borrowing country, unlike Public Law 480 
loans, do afford a fair chance that the economy of the country may by 
the loan be improved to a point where the local currencies will become 
freely usable which, as Fairless points out, is desirable. 

Also, one can never tell what will happen as the wheel turns.. I 
remember that before the second World War the British had a lot 
of frozen currency around the world in India and places like that 
which looked to be worthless. The moment they got into war they 
auickly used all that up and in fact had to supply the other countries 
with what became frozen currency in terms of sterling, which there- 
tofore had been the hard money of the world. I would rather have 
frozen loca] currencies than nothing. 

Mr. Passman. It has been suggested before this committee, un- 
fortunately off the record, that one of the main features of the De- 
velopment Loan Fund was that it would provide an opportunity for 
the recipient nations to save face and protect their pride. I asked 
a question as to whether we had experienced any difficulty giving 
sway the many billions of dollars up until such time as we reached the 
point where we wanted to protect pride of the recipients. But as 
the gentleman testifying wanted his remarks off the record, I had to 
leave a certain amount of my reply off the record. However, it has 
been suggested that the Development Loan Fund serves to make it 
easier for the other nations to accept the grants if we put the aid on 
the basis of a loan. 


ADMINISTRATION OF DEVELOPMENT ASSISTANCE 


I believe, Mr. Secretary, you have previously expressed the con- 
viction that development assistance, whether offered by grant or loan, 
would be of no great value if handled on such a basis that the same 
problem in a given country recurs year after year. 

Is that still your opinion ? 

Secretary Duties. Yes, I have always felt that development as- 
sistance should be handled in such a way so as to achieve some im- 
provement in the economic conditions of the recipient country. 


DISCONTINUANCE OF ATOMIC TESTS 


Mr. Gary. Mr. Secretary, it was stated a few moments ago we ap- 
parently scored a major propaganda victory last week. It appears to 
me that the Communists scored a major propaganda victory a short 
time ago by announcing that they would discontinue the atomic bomb 
tests. 
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Tn our local papers on yesterday there was an article—I want to 
say I do not believe everything I read in newspaper articles and that 
is why I am asking for information now—to the effect that you and Mr. 
Strauss do not agree on policy with respect to nuclear tests. The 
article referred to a serious controversy and said that a showdown 
was imminent between you and Mr. Strauss. 

I wonder if you would give us some idea as to the situation with re- 
spect to the possibility of our discontinuing the atomic tests. 

Secretary Duties. That matter is being very carefully studied by 
various agencies principally concerned. That is, the Department of 
State, Department of Defense, and the Atomic Energy Agency. Each 
of us brings to bear in this study the problems that particularly con- 
cern us. The result will be an eventual evaluation by the President 
and a decision by him. 

I think the President said in one of his press conferences that if 
this next series of tests upon which we are just about to embark, which 
will run along until the latter part of August, if that produces about 
all that we think we need to know, then consideration could at that 
time be given to a suspension of testing. 

I might add also that this matter is being studied by a group of sci- 
entists under the leadership of Dr. Killian as to how we stand rela- 
tively with the Soviet Union in this matter. 

I would want to say that there is no such collision between Admiral 
Strauss and myself as is sometimes suggested. He presents the con- 
siderations which from the standpoint of the Atomic Energy Com- 
mission indicate what could be the gain to the United States if there 
were continuing testing. That is his business. Evaluation of that, 
how it fits into foreign policy, is something which is not within his 
competence as he would be the first to admit. 

The final evaluation of the different considerations which come up 
from the Department of Defense, Atomic Energy Commission, State 
Department, Dr. Killian’s experts, et cetera, will create the elements 
for an equation and the President will in light of that make the final 
decision. 


PURCHASE OF UNITED STATES SURPLUS PRODUCTS WITH FOREIGN AID FUNDS 


Mr. Gary. You referred to the fact that a great deal of money has 
been spent in this program since the beginning of the Marshall plan. 
Have you any idea how much of that money was used to buy United 
States surplus products ? 

Secretary Duuxies. Certainly, the great bulk of it was used to buy 
United States products. On the economic side, I think that much was 
what you might call surplus products. 

In the case of military assistance, we have supplied weapons abroad. 
In the main, those, too, have been surplus in the sense that we have 
found that it was advantageous to supply to many of the forei 
countries a type of weapon which was in process of being replaced o> 
a newer weapon which was desired by United States forces. 

So that, in that sense, perhaps, it can be called surplus, too. But the 
great bulk of the money is, of course, spent directly in the United 
States, as I indicated, and, in the main, for articles which we are very 
glad to be able to transfer to our allies where they would serve our 
own national purposes much better than if they are kept here at home. 











298 


Mr. Gary. I remember very distinctly under the Marshall plan 
that a large amount of those funds were used to buy our surplus farm 
products at a time when they were piling up in our warehouses and 
our warehouses were bulging to overflowing; we practically had no- 
where to put them. The Commodity Credit Corporation was buyin 
large quantities and, by the Marshall plan taking those surplus al 
ucts off the market, we saved a great deal of money that the Commodity 
Credit Corporation would have had to spend for the products that were 
sent overseas. Had it not been for the foreign aid program, those 
products would have stayed in the warehouses and rotted, whereas they 
went overseas to countries where they did a great deal of good. 

Secretary Duxies. That is correct. The Marshall plan was, of 
course, entirely an economic plan. I intended to say, at least as far as 
the economic component of this large total is concerned, practically 
all of it is spent in the United States for surplus products or products 
which we would like to export. 

When you come to the military component, that is also true, al- 
though not quite as fully true because in some cases we share with 
our allies a type of military equipment which is equally used by 
our own United States forces. 


EFFECTS OF MARSHALL PLAN ON FOREIGN TRADE 


Mr. Gary. We have spent tremendous sums of money in this pro- 
gram. There is no question in the world about that. But it appears 
to me it has not all been wasted, by any manner of means, for the 
reason that so much of it has come back to the United States and has 
contributed to the economy of the United States. Moreover, one of 
the major purposes of the Marshall plan was the stimulation of trade, 
to rehabilitate these countries so that they could trade with this 
country, and it has certainly produced that result. It did rehabilitate 
those countries to the point that they could begin to trade with us, 
and now we have a great deal of foreign trade that certainly we 
would not have were it not for the Marshall plan. 

Secretary Duties. That is certainly correct. If you compare the 
level of trade now with what it was in that immediate postwar period, 
you will see there has been an immense gain, purely from an economic 
standpoint, to the United States by having the good customers there 
which we now have. Without that, our own economy would be in 
very bad shape. 

Mr. Gary. Which would not have happened had it not been for 
the fact that we helped rehabilitate those countries to the point where 
they could buy our goods. 

Secretary Duties. That is quite correct. The same thing will 
happen, in my opinion, as you develop the economies of some of these 
other countries. 

Mr. Rooney. Underthe present plan? . 

Secretary Duties. Yes. 

Mr. Passman. How does our foreign trade in this period compare 
with the postwar period ? 

Secretary Duties. You mean compare with the immediate postwar 
period ? 

Mr. Passman. Yes. 
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Secretary Duties. Very much greater. I think it is almost twice 
as high. 

Mr. Dixon. It reached an alltime high last year. 

Secretary Duues. It is very much greater. 

(The following additional information was subsequently supplied :) 


United States foreign trade, calendar years 1946 and 1957 
{In billions} 
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DOMESTIC IMPROVEMENTS VERSUS FOREIGN AID 


Mr, PassMAN. Speaking of this money helping our own economy, 
would we not receive just as much of a boost to our economy if we spent 
that same money in our own country on public improvements ? 

Secretary Duties. No, I think not, Sacaa the kind of goods the 
disposal of which helps our economy is very largely in terms of things 
which we already have to the saturation point, you might say, in the 
United States. As Mr. Gary said, we have been getting rid of surplus. 
I do not think it would have been. practical or wise to try to transform 
our economy so as to try to shut down even more on our ‘farmers, upon 
the manufacturers of farm equipment and automobiles, tractors, and 
the like, and to try to turn it into something else. Our economy is so 
much geared to the production of what you might eall consumer goods 
and we have the productive capacity in terms of consumers’ goods 
which goes beyond our own consumptive capacity in this country that 
we have to have consumers abroad. 

Mr. Passman. What will happen when we lose that market? What 
will happen to our economy ? 


}ROWTH OF OVERSEAS MARKETS FOR CONSUMERS’ GOODS 


Secretary Duties. That time will never come in my opinion unless 
these countries come under Communist rule and then we will have 
real trouble. Our experience has always been that as countries de- 
velop—and even if they become producers themselves of consumers’ 
goods—they become even greater consumers of our goods. That has 
been the history of C anada, which has had the most rapid industrial 
development I suppose of any country in history. In the process they 
have become even greater consumers of our goods. 

Mr. Passman. But if the time should come when there would be 
no need to manufacture military hardware, what position would our 
economy be in ? 

Secretary Duties. We would not lose the free world market. 

Mr. Passman. Speaking of the hard goods, military goods, against 
this program ? 

Secretary Dunxes. If you want to ask a question on what would 
be the impact on our economy of a disarmament program which really 
made it unnecessary to produce military goods, that is a tough ques- 
tion. 
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Mr. Passman. If we no longer manufactured military goods for 
the mutual security program, and we no longer had this market that 
we referred to as stimulating our economy, would we not be in 
rather bad shape economically ¢ 

Secretary Dunues. If the time came when you cut down sharply 
on the production of military goods, undoubtedly that would give 
you a transition period of some difficulty. 

But I feel confident that in the end you would come out a lot better. 
You might have to do some subsidizing and the like during the 
transition period. I am not sufficiently an economist to feel I know 
the answer to that. 

Mr. Gary. You would have to switch from the manufacture of 
wartime goods to peacetime goods and supply peacetime goods which 
they would need as badly as they need wartime goods now. 

Secretary Duties. My guess is you would probably have to have 
during that period some kind of program like this only very much 
increased. For example, you take the airplane industry. If you cut 
down on all purchases of military airplanes, then the output of lanes 
would probably be very much in terms of the development of com- 
mercial aviation throughout the world. We would probably want 
to encourage that either through subsidizing our own industry or 
subsidizing the ability of foreigners to buy. 


SOVIET TECHNICIANS IN UNDERDEVELOPED COUNTRIES 


Mr. Gary. Mr. Secretary, in commenting on the Communists’ 
economic offensive, you called attention to the fact that Russia has 
supplied trained technicians. as many as 2,000 at work in newly in- 
dependent countries at one time. 

You are asking now that we increase our contribution to the United 
Nations technical assistance program. One of the fears that some of 
us have had as to that program is that it might be used by Russia to 
send technicians into these countries and we know that when the 
Russian technicians go, they are not only technicians but they are also 
propagandists for the Russian regime. 

I know some of the other members of this committee have shared 
my view, that we would prefer our own bilateral technical assistance 
program where we can control the technicians that go into those 
countries. 

What comment would you have with respect to that? 

Secretary Duties. This United Nations program which calls for 
that relatively slight increase is a program which was worked out at 
the General Assembly by your associate, Walter Judd. You might 
want to ask him to come as a witness before you. 

I think you would all agree there is not anybody in the whole 
Congress who is more dedicated against communism than he is. Per- 
haps many of us are just as dedicated but do not express ourselves 
as strongly as he does. At any rate, he really burns up on it. Iam 
quite sure he could satisfy you that the present controls in this pro- 
gram are such that they do not incur the danger that you suggest. 

Mr. Gary. My understanding is that the contributions that the 
Russians have made to the program thus far have been in Russian 
rubles which cannot be used to employ anybody else but Russian 
technicians. 
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Secretary Duties. My recollection is that if they continue to con- 
tribute in that way they are not going to have much to say in the 
management of this fund. 

Mr. Gary. Thank you. 


EFFECT OF REDUCTION BY HOUSE FOREIGN AFFAIRS COMMITTEE 


Mr. Roonry. Mr. Secretary, I understand the House Foreign Af- 
fairs Committee is about to make a cut to the extent of $300 million 
or more in the present request for the annual authorization for this 
program. Would you care to comment with regard to the conse- 
quences of that cut? 
Secretary Duutes. I think that cut is regrettable. It is going to 
strain our policy still further and increase the risk that at some point 
there will be a breakthrough on the other side. 


CONTINGENCY FUND 


There is one point where they made the biggest single cut, taking 
$100 million off the contingency fund. Of course, nobody can prove 
what are the unforeseeable contingencies. The whole nature of that 
fund is that it is a reserve fund to meet things which cannot be fore- 
seen. Therefore, because they cannot be foreseen, we cannot come 
before you and prove that money is required for that purpose. 

If funds are not required for that purpose, they would not be spent. 
But the history over the past years has been to indicate that—par- 
ticularly now with the increasing intensity of the economic and polit- 
ical effort that is being made—such funds will be required to the 
amount of the $200 million we requested. 

Mr. Rooney. There is a contingency fund im the present year’s ap- 
propriation for mutual security, is there not? 

Secretary Duties. Yes, it is included in the so-called special fund. 
This year we have tried to separate the two. Hence special assist- 
ance is limited to things already planned and which we can define 
before you, and the contingency fund is limited to things which are 
not programed and cannot be because they are not foreseen in detail. 

Mr. Roonry. What is the present status of this year’s fund, whether 
we call it a contingency fund or special assistance 

Secretary Duties. My recollection is we have had to use the trans- 
fer provisions from the military assistance program in order to re- 
plenish that fund for certain purposes. 

Mr. Rooney. So that by the end of this fiscal year that fund, 
whether called contingency or special assistance, will have become ex- 
hausted, is that correct ? 

Secretary Duties. Yes. 

Mr. Mitier. May I ask a question there? 

Mr. Rooney. I y "eld to the gentleman from Maryland. 

Mr. Mutter. Do I understand that fund has been replenished from 
the military assistance funds? 

Secretary Duties. My recollection is that the transfer—— 

Mr. Dion. Has not yet taken place, but it will. 

Secretary Dunies. It has not actually taken place yet, a it is 
planned to take place before the end of the present fiscal yea 

Mr. Roonry. Does your answer still stand that the fund will be 
exhausted by June 30? 
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Secretary Dues. It will be exhausted as fully as you can exhaust 
it. It will be certainly fully programed, but you never can, I think, 
be sure that obligations will come out technically, to the last dollar. 
But for all intents and purposes, it will be exhausted. 

Mr. Rooney. Does the chairman have a further question at this 

oint ? 

Mr. Mirter. The gentleman yielded to me to follow through on the 
question. 

Mr. Rooney. I yielded to you for one question. Please do not. get 
me in trouble with the chairman. 

Mr. Mittier. I want to clear up this point. Will that mean a fur- 
ther stretchout or lengthening out on delivery of the military hard- 
ware we are trying to supply our allies? That was the point I was 
trying to find out. 

Secretary Duties. Yes, it will. 


ASIAN ECONOMIC DEVELOPMENT FUND 


Mr. Passman. Am I correct in stating that the President’s special 
fund for Asia requested $200 million; Congress appropriated $100 
million; and after 2 years, in that particular fund you had only 
obligated about $6,300,000 ? 

Seer etary Dutres. The Asian Economic Development Fund is, I 
think, different from what we were referring to. 

Mr. Passaan. It is one of the special funds we reduced by $100 
million, and we were criticized for doing so. Now it appears that 
unless it has been obligated this year about 95 percent of it is going 
to lapse. 

Secretary Duties. It has not been obligated. I believe the great 
bulk of it has been programed. What we have found there is that 
the working out of these multilateral programs in Asia involves far 
greater political difficulties than we had foreseen. 

Negotiations are going on, for example, between Japan and India 
with respect to development of iron ore projects and the like. There 
are quite a few of these multilateral plans in that part of the world. 
They have all involved political problems of such complexity that 
the utilization of that fund has proceeded more slowly than we had 
anticipated but the fund will be used for its intended purposes. I 
think there is no doubt about that. 

Mr. Rooney. In the present and pending request for the authoriza- 
tion, you want authority to carry that fund beyond the present fiscal 
year, do you? 

Secretary Duties. Yes. 

Mr. Roonry. Awhile ago in your testimony you referred to 
and unrest there in the Parliament with regi rd to whether or not they 
were getting enough military and/or economic aid from the United 
States. Is there any possibility that with regard to that country the 
amount of military and/or economic aid would exceed the amount 
indicated in the instant budget now before this committee? 

Secretary Duties. There is such a possibility. Off the record. 

(Discussion off the record. ) 

Secretary Duties. When you refer to instant budget, you refer to 
fiscal year 1958 ¢ 

Mr. Rooney. No; I refer to fiscal year 1959. 
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Secretary Duties. The answer is still “Yes.” 
(Discussion off the record.) 


LEBANON 


Mr. Rooney. Mr. Secretary, what is the present extent of the pro- 
gram in Lebanon, that is, for the current fiscal year? Is that classified ? 

Mr. PassMan. 1958 is not classified. 

Mr. Moreny. $2,650,000. 

Mr. Roonry. And the amount of military and economic aid in the 
current budget is in excess of that, is it ? 

Mr. Murpnuy. Yes, sir. 

SPAIN 


Mr. Rooney. Mr. Secretary, with regard to Spain, what has been 
the relationship between this Government and the Spanish Govern- 

ment as to their cooperation insofar as our military bases in that coun- 
try are concerned ? 

Secretary Duties. We have a very good record of cooperation, I 
believe. I stopped off there myself and had a long talk with General 
Franco last December about it, and except for some details he seemed 
to be very happy about it. 

Mr. Roonry. Would you say that as far as we are concerned our re- 
lationship is on a most cordial basis, one in which they cooperate with 
us to the greatest degree possible ? 

Secretary Duties. Yes, sir. 


AMERICAN CAPITAL INVESTED ABROAD 


Mr. Rooney. Mr. Secretary, do you have the figures with regard to 
the total amount of American capital presently invested abroad ? 

Secretary Duties. Yes; there are such figures. I do not have them 
in my mind. 

Mr. Rooney. Could anyone here make an approximation. 

Mr. Ditton. I have a figure of $33 billion. That is just a guess. 

(The following information was subsequently supplied :) 


United STATES PRIVATE INVESTMENT ABROAD 


The total United States private investment abroad at the end of 1957 is esti- 
mated to have been $37 billion. During 1956 and 1957 additions to United States 
private investment abroad approximated $4 billion per year. 

Mr. Roonry. What part does the mutual security program play, if 
any, in regard to the $33 billion of American money invested abroad ? 

Secretary Duties. It plays a very vital part because, of course, some 
of this money is in areas that are subject to possible Communist take- 
over, and to the degree that this program of ours prevents that, it is 
saving that capital from almost certain confiscation. 


IMPORTANCE OF PROGRAMS IN ISRAEL AND LEBANON 


Mr. Rooney. Mr. Secretary, I believe that the growing Communist 
penetration in ‘the Middle East makes it more imper: itive than ever 
that we continue to strengthen those governments in the region which 
stand firmly for democracy and the free world. I have particular ref- 
erence to Israel and Lebanon. I have been to Israel and I know how 
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that Government has made excellent use of our loans and grants, not 
only to provide a homeland for refugees but also to strengthen demo- 
cratic institutions. The value of our aid program has been demon- 
strated in Israel which has shown to other countries in Asia and Africa 
how it is possible for a new country with meager resources to raise 
living standards in a free society. A strong Israel will strengthen 
democratic efforts to win the friendship and the respect of the new gov- 

ernments in this highly critical area. 

Accordingly, I hope that we will maintain our aid for Israel at a 
sufficiently high level. It is proving to be one of the best investments 
from the standpoint of free-world defense. 

As for Lebanon, that little democracy is now suffering attacks at 
the hands of subversive and hostile elements which threaten her in- 
dependence. Here, too, our program for economic assistance and po- 
litical support is of great value. 

These two countries are small in size but are of great significance to 
the free world, and this must be kept in mind in developing our as- 
sistance programs in the coming year. 


DURATION OF FOREIGN AID PROGRAM 


Mr. Den'ron. Mr. Secretary, when the Marshall plan was started it 
was estimated it would run about 5 years. It has been about 10 years 
now. Do you see any prospect of that program ending / 

Secretary Duties. Yes. Of course the “Marshall plan itself wa 
originally estimated to end in 5 years and actually it was nepal 
in + years with expenditures less than estimated. Economic aid to 
Europe virtually stopped. So you see, these things do stop. 

As I said earlier, problems continue, but the problem today is differ- 
ent from what it was then. The economic problem in Europe by and 
large is over. There is some economic problem in Spain, but in the 
main the economic problem is over. However, the economic problems 
have continued in other parts of the world and the great bulk of our as- 
sistance in terms of economic aid is in Asia. 

I tried to give some hint in my opening statement—not in the pre- 
pared statement but when I interpolated— about this program coming 
to an end. I think the end will come as political conditions in these 
countries improve to a point where private capital can take up the 
job. This is normally a job for private capital. I am talking now 
about the economic aspect of it. Today political conditions are such 
in some of these areas that private capital will not venture there any 
more. But if you could see an end to the economic warfare that the 
Soviet Union is conducting, and if you had in Russia people who 
were primarily devoted not to achieving a Communist conquest of the 
world, but people trying to improve the welfare and position of the 
Russian people, then the political conditions in that part of the world 
would get better and private capital could take over the job. 

Mr. Denton. Of course it would be pretty hard to set a date on that 
because there are too many indeterminables. 

Secretary Duties. Only a fool would attempt to set a date on that. 
In the last 5 years we have seen so many ups t ahd fowi of personalities 
it is pretty difficult to predict. 


Mr. Denton. And as long as conditions remain as they are in Russia 
the end isa long ways off ? 
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Secretary Duues. As long as conditions remain as they are in Russia 
the end is a long ways off because we are engaged in the kind of warfare 


which will be prolonged, and you cannot be engaged in a warfare with- 
out spending money unless you want to be licked. 


STANDARDS FOR OVERSEAS PROJECTS COMPARED WITH THOSE FOR UNITED 
STATES PROJECTS 


Mr. Denon. Some people have thought we should not spend money 
for economic developments abroad as long as we needed those ae. 
here. But I think in making these expenditures abroad we should 
have the same standards as in this country. By that I mean, the Army 
engineers or some other group should determine whether the projects 
are economically and engineeringly sound, and if they are, that the 
local people should pay their share. 

Secretary Dutues. Those are the standards the ICA and the Export- 
Import Bank and others in this business try to apply. 

Mr. Denvon. Another thing they do, they say that the local govern- 
ment—which in this case would be the host country—must be willing 
to operate the project and hold this country harmless for any work 
they dohere. I suppose they apply that standard also to work abroad ? 

Secretary Duties. Lassumeso. I donot know. 

Mr. Denron. When you make these loans for foreign development, 
do you have a group of engineers make the same kind of surv ey that 
our Army engineers do in the case of projects in this country ? 

Secretary Duties. The survey work that would be done by the 
Development Loan Fund would be done in the same way as that done 
by the Export-Import Bank. I think the plan is to use their stuff to 
some extent and, of course, they would arrange for very thorough 
surveys. 

Mr. Denton. I believe you deal largely with policy and not with the 
details of figures? 


Secretary Dutues. That is correct. 


NEED FOR SPECIFIC INFORMATION ON MUTUAL SECURITY PROGRAM 


Mr. Denton. I guess this is not a fair statement under the circum- 
stances, but we generally have to go to the head to get answers. I 
have served on this subcommittee, this is the third year, and I repre- 
sent a district where your maternal forebears came from. I think 
most members of this committee have supported foreign aid. But I 
find a great deal of difficulty in finding out what you want to use the 
money ‘for. We think you are going to use the money for one purpose 
and when we come back we find you used it for another purpose. I 
have observed on other committees we have had no difficulty finding 
out what they were going to spend the money for, but we have great 
difficulty here. Every year the President puts out his budget and we 
hear about all the dire consequences if the budget is cut. Then the 
Foreign Affairs Committee cuts it and we hear again about all the 
dire consequences. Then it comes to the Appropriations Committee 
and the Appropriations Committee cuts it and we hear again about 


and 


all the dire consequences. Yet you come back the following year 
have not spent the money we have given you. 
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I remember when I was in the State legislature Dr. Elliott of Pur- 

due University came and said: “This is what I need, but whatever you 

ive me, I will get along with.” He almost always got what he asked 
or. 

It looks to me if the effort were made to tell this committee what 
you wanted the money for and what you were going to do with it, it 
would do more good than saying all these dire consequences would 
occur if you did not get all the money you asked for. 

Secretary Duties. Let me comment on that briefly. Of course 
what we are doing here is primarily in the conduct of a war—a cold 
war, if you will, and in some cases a threat of a hot war. I do think 
that certainly as far as the military assistance programs are concerned, 
those are brought to you in quite considerable detail and I think they 
are pretty faithfully carried out, because those are programs pri- 
marily for giving more military equipment to the Korean forces or to 
the forces in Vietnam and so forth, and that can be pretty accurately 
programed. 

NEED FOR FLEXIBILITY 


There are some aspects of this struggle, however, that cannot be 
done as neatly as though you were doing it under peacetime condi- 
tions. If you were giving ammunition for an army to use in a hot 
war and we said, “I want to know in what direction you are going to 
shoot, and I want to commit you to shoot only toward this hill or 
valley,” that would not be very prudent because it would be adver- 
tising to the other fellow where they could and where they could not 
shoot. 

To some extent we are in that position and have to have a greater 
degree of flexibility, because the purpose is to counter threats that 
we cannot fully foresee. 

Mr. Denton. We give you a great deal of flexibility. You can 
transfer 10 percent and then you have your contingent funds too, 
and you have always had money for contingencies. At least, you 
have never spent it all when you have come before us. 

Secretary Duties. I think you have to make a distinction between 
technically obligating and programing. I think I said in answer to 
the chairman that technically obligating often means going through 
diplomatic negotiations and preliminaries which your committee 
would want us to go through. 

Mr. Denton. The Defense Department has to do the same thing 
that you do. 

Secretary Duties. Well, you mean in terms of the military assist- 
ance part of the program ? 

Mr. Denton. No. When they make their program they have 
exactly the same problems that you do. 

Secretary Duties. You are talking about our own United States 
defense budget ? 

Mr. Denton. Yes. When the United States defense budget is 
made up they are confronted with the same problems you are. 

Secretary Duties. Yes, but the obligation of funds does not de- 
pend on action by another government. 

Mr. Denron. And even your State Department is confronted with 
the same problems. My complaint is that this budget is not made up 
like the State Department budget is. 
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Secretary Duties. No, because our State Department budget deals 
with things that can be "foreseen a good deal better than in the case 
of this one. As far as the military assistance aspect of it, I think 
that is fairly predictable, but even there some changes may be re- 
quired. But as far as our own national defense budget i is concerned, 
of course one of the issues that is now before the Congr ess in terms 
of this proposed reorganization is to try to give greater flexibility 
there. 

Mr. Denton. That is one thing Congress is kicking about. 

Secretary Duties. I understand that, sir. 

Mr. Denton. Of course for years I have seen the administrative 
agencies wanting flexibility and the Congress wanting to know what is 
done with the money. 

Secretary Duties. There is an inherent difference in point of view in 
that respect, and I want to say I appreciate the fact that the Congress 
has given us an appreciable ‘degree of flexibility in regard to these 
funds, and in my opinion that has been a most valuable factor. We 
can get along with less money with flexibility than if we have to try to 
work things out precisely. 

Mr. Denron. I think that is all, Mr. Chairman. 

Mr. Passman. Mr. Alexander. 


DEVELOPMENT INSIDE SOVIET UNION 


Mr. Atexanper. Mr. Secretary, I notice in your conclusions that you 
feel that the satellites and the people in Russia itself are getting a little 
restless, and so forth. What effect do you think the fact that Khru- 
shchev has just recently become the head man and apparently the 
absolute ruler, so to speak, of the Soviet Union—what effect would that 
have on the so-called hope on our part ? 

Secretary Dutues. I do not think that it necessarily diminishes that 
hope. I think what is happening in the Soviet Union is that you can- 
not have a dictatorship without a dictator. They call it a dictatorship 
of the proletariat, but it is a dictatorship and when they think about 
collective government and the like there is an incompatibility, really, 
in terms. They are now moving back to a one-man dictator, it appears. 
That does not mean a one-man dictator is not amenable to pressures. 
And I do not think there is anything necessarily incompatible in the 
increase in dictatorial powers of Mr. Khrushchev and the things he may 
feel it is incumbent upon him todo. He has been talking a good deal 
about giving the Soviet people more consumer goods, more milk and 
butter and other things. If you can get him to talk about those things, 
then our problem will be very much ameliorated. 


CHANGING PATTERN OF COMMUNIST THREAT 


Mr. ALexanpber. I have only one more question here. We have been 
going on with this program some 10 years and have spent something in 
the neighborhood of $70 billion for the program. Would you say our 
sore spots, the hot spots throughout the world, have diminished any 
in this period of time? 

Secretary Duties. Yes, sir; I would say so very definitely. I 
think that this has built up a system which has made it less likely 
that there would be a violent outbreak in terms of war. I refer to 
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the fact that in the immediate postwar period they tried to get their 
goals through violence. But as a result of the experience in the Phil- 
ippines and Malaya and Greece, I think they changed that pattern 
because they could not continue it without the risk of some of these 
small wars growing into big wars. Now we have a different pattern 
to contend with. We still have to have a plan in that security 
area—we cannot abandon that entirely—but the threats are some- 
what of a different character. I think the threat that you may lose 
your money playing cards with a cardshark is less serious than the 
threat that someone will break into your home and rob you with open 
violence. 

Mr. Arexanver. The attitude of some of our so-called allies, such 
as the French people, whom we have been helping a great deal eco- 
nomically and with military assistance, has deteriorated and recently 
they have reacted adversely to some extent to our assistance. Do 
you think that is alarming or is it prevalent in other allies also / 

Secretary Duties. | would say the situation in France from the 
standpoint of their ability to handle some of these problems under 
their present political machinery does cause concern. I would like 
to go off the record just a minute. 

(Discussion off the record.) 


UNITED STATES WORLD POPULARITY AND PRESTIGE 


Mr. Awnprews. Mr. Secretary, last year when this authorization 
bill was on the floor of the House several very influential Members 
of the House made a statement or statements that impressed me. 
One of them was that at that time we had fewer friends in the world 
than at any time in history. What is your opinion about our popu- 
larity in the world today ? 

Secretary Duties. I think it is extremely difficult to gage one’s 
popularity. 

Mr. Anprews. Getting back to the statement made on the floor of 
the House that we had fewer friends in the world than ever in his- 
tory, and at that time the record showed we had spent billions of 
dollars on this program, would you say that was a true statement? 

Secretary Duties. I would not agree we had fewer friends than 
before. What I would say is that the essentials of our foreign pol- 
icy, namely, the protection of the interests of the United States, have 
to be carried out through this program whether or not we do make 
friends. We do not operate this program in order to make friends. 
If we did so, we would have no standards at all to apply because 
there would constantly be people who would be saying, “Jf you do 
not give us more money we will be unfriendly.” 

What we are doing by this program is trying to prevent a war, 
trying to maintain an adequate defense as cheaply as possible through 
the use of bases throughout the world and the like, and trying to 
maintain areas to which we have access from the standpoint of trade 
and commerce so that the resources of those areas will not be taken 
over by the Communists and used against us. Those are the stand- 
ards we would apply, and I think this program over the 10-year 
period has been a great success. 

I think we are respected everywhere fully as much as we ever were. 
How you apply this so-called standard of friendship or popularity, 
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1 do not know, but to me the important thing is, does the program 
operate to protect the vital interests of the United States? I try 
to run my part in this Government primarily as though I had a 
mandate from the American people to look after the interests of the 
American people. Other people in other countries have other gov- 
ernments looking after their interests. 

I am not a candidate for public office in any other country in the 
world—or in this country, for that matter—and I do not need to gain 
popularity unless it comes as a byproduct. I am willing to have 
great unpopul: rity, as we did when we took the position we did in 
the Suez Canal. We thought it was the right thing to do, and we 
aid it because we thought it was the right thing to do and without 
regard to whether it would make us popular or unpopular in the 
world. You have to operate United States policy from the stand- 
point of whether it is helping and serving the interests of the Ameri- 
can people. 

Oby iously the American people are helped and served to the extent 
that. others look upon us with respect, to the extent that they deal 
with us in an orderly and honorable way, to the extent that they and 
their people are kept from being made a resource of communism 
against us. Those are the standards that I apply. I realize at times 
it carries with it a certain degree of unpopularity. 

You take a country like France. One day you can be terribly 
popular when you do something they like. We extended them some 
credit a couple of months ago. Then something will happen. You 
give 500 rifles to Tunisia for their own sec urity forces. All of a 
sudden you are terribly unpopular in France. You cannot allow that 
to be the gage. 

MILITARY ASSISTANCE TO CUBA 


Mr. Anprews. I notice in next year’s program you have a consid- 
erable increase for military assistance to Cuba. Is that increase due 
to the trouble they are having down there now between the Govern- 
ment and Castro ¢ 

Secretary Duties. It has no bearmg whatsoever on that. It is to 
enable Cuba to discharge its allotted part in hemispheric defense. 
We do not supply arms to Cuba to enable the Government to carry on 
domestic warfare. Recently when there was a shipment of arms about 
to be made—a shipment of arms which had been bought and paid for 
outright by the Cuban Government, not part of our program at all— 
we nevertheless suspended the license for export and the Cuban Gov- 
ernment accepted that and canceled the shipment. 

I mention that to illustrate the fact that we do not look with favor 
upon the shipment of United States arms around the world for the 
purpose of enabling internal disputes to be resolved. 





SOVIET AID TO EGYPT AND SYRIA 


Mr. Taser. I wonder if you could give us an estimate or accurate 
information, if you have it, as to what Russia has dumped into Syria 
and Egypt secondly. Or should I ask that of somebody else ? 

Secretary Dutzes. I have the figures right here. 

It has supplied to Egypt a total in military and economic aid of 
about. $500 million, about equally divided between the 2, and in the 
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case of Syria approximately $300 million of which about two-thirds 
is economic and one-third is armament. 

Mr. Taser. Are those actual accomplishments or are they just 
promises ? 

Secretary Dutxes. I was about to say, sir, that those are credits 
which have been extended and we do not know with precision just. to 
what extent they have been carried out. The bulk of the Egyptian 
arrangements have we think actually been carried out and there have 
been very substantial military deliveries to Syria which I think prob- 
ably absorbed the greater part of the military credits extended. 

I think the economic phase of the matter is ‘probably less near com- 
pletion, probably in considerable part is yet to be completed. 


DEVELOPMENT LOAN FUND 


Mr. Taser. I would like to ask about this Development Loan Fund. 
What is the present status of that as to the loans that have actually 
been made? 

Secretary Dues. I believe very few loans have actually been made 
if by that you mean the money actually paid out. The loans are pro- 
gramed or agreed to in prine iple to the-— 

Mr. Taser. If there is any of this classified, it need not be in the 
record. I would like to have it. 

Secretary Dutxes. I do not believe any of this is classified. So far 
there have been loans approved to the extent of approximately $126 
million. We have remaining proposals under consideration and on 
hand which amount to $1,600 million. There have been funds which 
are referred to as administratively earmarked out of that to the extent 
of $25 million. There have been eliminated from consideration ap- 
proximately $230 million of applications that have come in. 

Mr. Taser. Somebody will be prepared to tell us the details of those 
if we ask for it? 

Secretary Duties. Yes. 

Mr. Wiceieswortu. Mr. Chairman, I do not believe I want to go 
much further than to join you in your opinion as to the excellence 
of the Secretary’s statement this morning. I have listened to many 
statements in this field made to this committee in the past, and I 
think this is one of the finest and most illuminating ones that I have 
listened to. 

QUESTION OF PROPER LEVEL OF PROGRAM 


I am particularly interested in your statement, Mr. Secretary, on 
page 11 where you point out in terms of “giveaway” what probably 
would have been given away if we had not had this program in being 
during recent years, and what may very well be given away if, as 
you phrase it, we weaken our determination and slacken our pace. 

I think it is particularly helpful because I think a great many 
people in this country just have no appreciation of the picture which 
you have presented here. 

You have pointed out that this program is put forward as vital 
to our own security and to the security of the free world. 

As I see it, we might well regard this program as a program of 
ammunition and equipment for the purpose of deterring or winning 
the hot war, which is always a possibility, and for the purpose of 
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wanpng the cold war in which we are actually engaged. The amount 
required depends on developments. If trouble comes and we have 
not provided enough, we take the consequences. 

I think I am right in saying that the request for funds has been 
pulled down to the present figure of $3.9 billion from a peak of 
around $7.4 billion back, we will say, in 1951. 

In any event, I take it from what you have said that it is your 

opinion that any substantial reduction in the requested funds either 
for military or economic purposes would constitute a risk which 
ought not to be taken at this time whether you view it in terms of 
hot war or cold war. Is that correct ? 
' Secretary Duties. I think you put it very well. It would consti- 
tute a risk which from where I sit, with the knowledge I have, I 
consider an unacceptable risk for the United States to take. I hope 
that the committee will give some weight to my views in that respect 
because perhaps I do have a somewhat unique position from which 
to judge these matters. I am not, I think, disposed to be panicky. 
I am not disposed to be reckless. I believe we are stretched by this 
program as presented just about as thin as we can afford to be 
stretched without taking a very great risk. 

You can take a rubber band and pull it to the point: where you 
think if you pull it farther it ‘will break. Maybe you can pull it 
a little farther without its breaking. But when you think of the 
terrible consequences to the United States if it does break, I do not 
think it should be stretched farther. 

I cannot say with absolute certainty what will happen if there are 
substantial cuts in this program. I can say with absolute certainty 
that it involves taking a risk which I do not think is a prudent risk to 
take. I hope very much that the committee will not impose that risk 
upon us. 

There has been reference here to the Marshall plan. I was more or 
less a private citizen, and I came down and testified before the Con- 
gress about the Marshall plan as to the amount. Although at that 
time the Executive was of a different party from that to which I 
belong, and although I had reservations in some respects about its con- 
duct of affairs, I remember that I as a Republican testified before the 
Congress on this question of amount. I thought it was much more pru- 
dent to err on the side of giving perhaps what might turn out to be a 
little too much than to make the mistake of giving what might turn 
out to be too little because the consequences of a little too much could 
not be serious and the consequences of what might prove to be too 
little could be disastrous. That is the way I feel about this program. 


SOVIET GRANTS AND CREDITS 


Mr. WiceteswortH. On page 3 you refer to agreements entered 
into by Russia with 16 nonbloe nations for line grants or credits 
totaling $1.6 billion in economic assistance and an additional $400 
million for military assistance. 

Does that $2 billion represent the total as we know it now? If so, 
in what period of time has that policy been in effect? It is a com- 
paratively short period ; is it not ? 

Secretary Duties. That policy has begun to shape up only during 
the last 2 or 3 years after two things had happened. First, after 
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realization that their program of expansion could not probably be 
successfully prosecuted by methods of violence because of the security 

system we had built up around them and partly because the economic 
development within the Soviet Union itself had reached a stage where 
they could probably take more away from it than could have been 
done before. 

Even now what they have taken away is at the expense of what 
we would regard as minimum living standards for their people. It is 
rather significant that they almost always avoid telling their own 
people anything about these so-called foreign-aid plans of the Rus- 
sians. They do not dare incur what would probably be the hostility 
of their own people at being kept on almost. starvation wages and 
minimum living standards. 

As I say, one of the things we hope for is that as the Russian 
people begin to know more, think more, get a little more independ- 
ence, that. they will object to the use of their resources to try and 
conquer other people and spend more of their resources at home. 
When that happens, perhaps we can do the same. Certainly it 
would be safe for private capital then to move into the field. 

Mr. Wicerrswortru. Either off or on the record, [ understand there 
is no money in this program at all for Egypt or for Syria. Is that 
correct ? 

Secretary Duties. That is correct. 

Mr. Wiccieswortn. There appear to be comparatively small 
amounts included for Yugoslavia, India, Indonesia; much of it is 
limited to technical assistance. The amounts appear to be small, 
and perhaps it is unnecessary, but I wonder in the light of possible 
questions on the floor if you feel that any comment in respect to the 
situation in any of those three countries at this time might be 
desirable. 

Secretary Duties. Which were the three countries ? 

Mr. WiceieswortH. Yugoslava, India, and Indonesia. 

Secretary Duties. In the case of Yugoslavia—off the record. 

( Discussion off the record.) 


PROGRAM IN INDIA 


Secretary Dunes. In the case of India, a loan has already been 
approved by the Development Loan Fund which will include about 
$75 million for 4 projects: Road transport, development of the jute 
industry, cement industry, and railway programs. There will also 
be there some other forms of assistance through the Export-Import 
Bank and through Public Law 480. 

In the case of India we often find ourselves in disagreement with 
India about foreign policy. We conduct this program primarily to 
help countries which want to remain independent of Communist im- 
perialism from having to succumb, and we do it for that purpose and 
we do not try to demand as a condition that these countries follow 
our dictation with respect to matters of foreign policy where they 
genuinely believe their interests are different ‘from ours. We dis- 
agree with them, we argue with them, but we do not demand sub- 
servience as a condition ‘precedent. What we try to get, and I think 
we do get, is independence to the extent that the people, their re- 
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sources, their prestige, their strategic locations cannot be taken over 
and used by communism as a further step against us. 

Given the importance of India from the standpoint of its manpower, 
resources, strategic location, its prestige in the world, we believe we are 
justified, in the United States interest, in giving support in its second 
5-year plan. We consider this an indispensable part of the effort of 
India to remain free of Communist control. We think that without 
this program there would be very great risk indeed. 


INDONESIA 


In the case of Indonesia that situation is, at the present, such that we 
do not feel that any program of economic or military aid is called for. 
The situation is somewhat obscure. We cannot read the future with 
absolute confidence as to what the internal developments will be. 

Aside from perhaps some technical assistance and an internal secur- 
ity program, we do not have any programs planned for Indonesia. 

Mr. WieeLeswortH. Thank you very much, Mr. Secretary. 


INDIA 


Mr. Passman. The $75 million of the development loan for India 
for fiscal 1959 is in addition to our commitment for fiscal 1958; is that 
correct ¢ 

Secretary Duties. No; that will come out of this year. 

Mr. Passman. The commitment you refer to is out of the $300 mil- 
lion we appropriated last year? 

Secretary Duties. Yes; out of the $300 million. 

Mr. Passman. Thank you, Mr. Secretary. 

Mr. Forp. Mr. Secretary, I would like to echo the comments about 
the outstanding caliber of the statement and your testimony here this 
morning on the various questions which have been propounded to you. 


COUNTRIES AIDED BY SOVIET UNION 


I think it might be helpful if we could have a list of the 16 nonbloc 
nations for which lines of credit or grants, and so forth, have been 
entered into by the Soviet Union, and if we could, the breakdown of 
the approximate amount for each of the countries. 

Secretary Duties. I can give you most of that. 

Mr. Forp. I think if you will put it in the record, enumerate it, it 
would be adequate. 

Secretary Duties. Very well. 

Mr. Taner. Could he differentiate between the completed and the 
promised ¢ 

Mr. Forp. I think the most complete picture we can have as to that 
program will be the most helpful. 

Mr. Taser. The difference between promise and performance. 

Secretary Duties. It is extremely difficult for us to give any abso- 
lutely deovedabie figures on performance because we do not have 
access to the information. For example, we keep track of important 
items of military equipment that, for instance, go to Egypt. When 
they turn over submarines, those submarines travel through the Medi- 
terranean, they are spotted by our people and we know when the sub- 
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marines are delivered. Other items go ina ship. There are precau- 
tions taken so nobody can find out what is in that ship. Therefore, 
we do not find it possible to give anything absolutely precise in that 
respect, Mr. Taber. But I think we will certainly do the best we can. 

Mr. Taser. And indicate that it is an estimate. 

Secretary Duties. Yes. 

(The information referred to follows :) 


Soviet bloc aid to nonbloc countries (as of Feb. 1, 1958) 


[Estimates in millions of dollar equivalents] 


Country recipient Military Nonmilitary Total 
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1 Argentina and Brazil do not appear on the chart on p. 86 of the worldwide summary presentation book 
since the map did not include Latin America. 


2 Ethiopia is listed because it appears in the presentation book. It has been subsequently determined 
that the information on which this was based was incorrect and Ethiopia should not be included. 


LOCATION OF SOVIET TECHNICIANS 


Mr. Forp. In which of these countries are there these 2,000 tech- 
nicians working? Isthat Egypt? 
Secretary Duties. They would be largely in India, Afghanistan, 


Syria, Egypt. I think that would account for most of them, some in 
Burma. 


Mr. Passman. Is it asizable group in Burma? 


SOVIET PROGRAM IN BURMA 


Secretary Duties. I think that the group in Burma has probably 
gone down. There has been a rather disappointing result to Burma, 
I think, from their experience with the Soviet Union on economic aid. 
While I would not want to be precise about that, my guess would be 
that the growth in Burma has not been appreciable. 

Mr. Passman. The rice deal did not make the Burmese very happy. 

Secretary Duties. No. They got a lot of cement dumped on their 
docks without any way to take care of it. It got wet and hardened 
and became quite a barricade of their docks. 

Mr. Forp. I notice, Mr. Secretary, throughout your statement you 
refer to the Sino-Soviet forces. Is there any significance in the fact 
that we have Sino-Soviet rather than Soviet-Sino forces? 

Secretary Duties. I have often thought about that myself, Mr. 
Ford. I assume it is due to the fact that it is customary in these mat- 
ters to put these things in alphabetical order—just.as they talk about 
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the Afro-Asian. Actually in the Afro-Asian group the Asians are 
much more conspicuous than the Africans but it is called Afro-Asian. 
That is the only explanation I can think of. In Afro-Asians “F” is 
ahead of “S” and in the case of Sino-Soviet, “I” is before “O” in the 
alphabet. That is all I can think of as the explanation. 

r. Forp. I want to reaflirm my appreciation for your very out- 
standing statement, and I also would lke to say that in my opinion 
the Department of State is very well run under your guidance and 
hedeciie. 

Secretary Duties. Thank you, sir. 


DANGERS OF COLD WAR 


Mr. Mituer. Mr. Secretary, from your comments today in connec- 
tion with the cold war which we are now in, I gather that you share 
the feeling of many of us in the Congress that this cold war is as 
critical a situation, and perhaps as dangerous or as potentially calam- 
itous to our way of life as if we were engaged in a shooting war; 
and I also gather from your excellent presentation that you feel that 
this program is an essential one and that you might describe it as a 
health and accident type of insurance program for our survival. Does 
that describe your feeling ? 

Secretary Dutxes. I would say this as to the first part of your ques- 
tion, sir. I believe that the cold war contains within it possibilities 
disastrous to the United States, as disastrous as would have been 
military defeat in the kind of war that we used to wage. I could not 
honestly say it would be quite as bad as nuclear war which now 
threatens destruction of such vast segments of the population, but as 
far as the defense of the principles and ideals for which this country 
has stood from the beginning and to which it is dedicated, those are, 
I think, in greater jeopardy from a cold war than from a hot war. I 
think we would win a hot war, and I do not know if we will win this 
cold war or not; it depends on whether we have an adequate program. 

The process of trying to pick up one country after another by mili- 
tary means has been pretty well brought to a stop by our collective 
defense treaties around the world which give notice that the Soviets 
cannot attack one without everybody coming to its defense. 

The problem of picking up through political warfare one country 
after another is one to which we have not got quite as effective an 
answer. The best answer is this program. If it does not work, and 
if you have these countries picked up economically by political offen- 
sives one by one, it is just as bad as 1f they were picked up militarily 
one by one. That has been a program the Russians have had for a 
long time. They have placed great reliance upon subversive military 
activity, such as they used in Greece and Malaya. That has been some- 
what checked and it has taken more of an economic path now. 


COMMUNIST OBJECTIVES 


Stalin once said they were going to encircle and strangle the bour- 
geois countries, meaning the United States, and that the time would 
come when those countries would “voluntarily” surrender. He put 
the word “voluntarily” in quotes to indicate it would not really be 
voluntary ; it would be coerced. 
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That is the kind of struggle we have been in, and it has been a 
struggle to overpower and defeat the United States and drive the 
whole world into this Communist system which the rulers believe 
fanatically is a wonderful thing for the world. If everybody is 
brought in that Communist system they will have peace because they 
will all do what the Russians tel] them. That is their idea of peace. 
That is not our idea of peace. That is the kind of thing we are 
threatened with. 


OBJECTIVES OF UNITED STATES MUTUAL SECURITY PROGRAM 


Mr. Mituer. In that connection, you have made the statement, and 
I think we all agree with it, that the purpose of this program is to 
preserve our own national security and independence rather than to 
make friends; but it follows, does it not, that in order to keep the 
ranks of the free world united and also to advance our interests at 
home and abroad, it is desirable to have as many friends as we can, 
whether that is the primary object or not ? 

Secretary Duties. The word “friend,” of course, is a somewhat 
ambiguous word. Surely I recognize that it is extremely important 
to have countries that are friendly, as distinguished from countries 
that are hostile. And I would say all the free-world countries are in 
that sense friendly and we want to keep them that way. 

On the other hand, friendliness is somewhat confused with what 
you might call a momentary popularity situation. If you were to 
take a Gallup poll, and ask, “Do you love the United States?” a lot of 
them will say “No.” That does not mean those countries are not 
friendly to the United States. They are friendly in that they adhere 
to the same basic principles that we do, and they want to be with us 
in the basic struggle, although momentarily they may be angry with 
us because we do not do one or another of the particular things they 
desire. I hope that explains it a little bit. 


IMPORTANCE OF UNCOMMITTED AREAS 


Mr. Mitter. Yes. I think that is sound, Mr. Secretary. Then we 
come to another area, the nations that still have a certain amount of 
independence and are not within the direct control of the Communist 
domination. Some of them, perhaps, are not friendly to our basic 
philosophy or thinking, but in a hot war is it not true there are 
certain objectives that must be held in order to win? Am I correct 
that in some of these nations that we have mentioned—and which 
need not be put on the record—if we can deny their use by the poten- 
tial enemy, what they think about us is not too important even though 
we may not gain their underlying friendship ? 

Secretary Duties. Yes, sir. I think I mentioned in part of my 
testimony the serious loss it would be if some countries, with their 
population, their strategic location, and their resources, would pass 
under the control of the Soviets. And, as you stated so well, to deny 
those to the Communists is extremely import: int. In fact, they are 
basically friendly to us in terms of respecting us, at least. When I 
said that the test was not necessarily the test of friendliness, T meant 
to say the interests of the United States are often served primarily by 
measures which result in a denial to those openly hostile to us of 
resources and strategic advantages. That is an important element 
of this program. 
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DEVELOPMENTS INSIDE SOVIET RUSSIA AND SATELLITE COUNTRIES 


Mr. Muuuer. Is it correct also to gather from what you have said that 
it is your belief that insofar as the cold war is concerned and the present 
international tensions that go with it, that time is playing on our side 
insofar as there are signs th: at there may bea change of thinking within 
the areas that are at the moment potentially hostile ? 

Secretary Dunes. I can see time working for us as long as we are 
able to deny external successes to those who will use those successes to 
continue to impose the old way upon the Soviet peoples and upon the 
satellite peoples. 

You may recall that Khrushchev in his famous speech before the 
Soviet Congress, I think it was, in which he denounced Stalin—which 
speech was kept secret for a long time—tried to explain why some of 
the people around Stalin did not act more quickly while he was still 
alive to cut down his powers and to end this terrible use of the police 
force in a sadistic way. Khrushchev denounced it so violently, why 
did he not do something about it? His explanation was, “We were 
not able to do anything about it because he was winning such successes.” 
That is the key to the problem, as I see it. Stalin would have adjusted 
himself to the internal pressures if he had not won such successes. 

if we could deny to Stalin’s successors the kind of successes that 
made him invulnerable to pressures from within, then I begin to see 
daylight ahead. 

Mr. Mitxter. In the meantime, we cannot afford to reduce our in- 
surance—I am not speaking now in terms of appropriations—but so 
far as our national policy is concerned it is necessary for us to preserve 
this position of strength to gain the time that might ultimately settle 
the issue without a world war? 

Secretary Duties. That is correct. 

Mr. Mitter. Thank you. 

Mr. PassMan. Mr. Secretary, you were quoting Lenin or Stalin as 
saying that through certain methods we would eventually surrender 
voluntarily. 

Secretary Dutzes. That was Stalin. 

Mr. Passman. Is it true Lenin once stated, in effect, that given the 
time the United States would spend itself into destruction ? 

Secretary Duties. I do not think he ever said that. What he did 
say was something that could be interpreted that way, but I do not 
think correctly interpreted. He said, “The time will come when they 
are so bankrupt that they will lose all power of resistance.” The inter- 
pretation of the word “bankrupt” can be argued as to whether he meant 
financially bankrupt or morally bankrupt, and he is dead now so we 
cannot ask him. 

The following letter was subsequently forwarded to the committee : 

APRIL 29, 1958. 
The Honorable Orro E. PASSMAN, 
House of Representatives. 


Dear Mr. PASSMAN: Since our hearing yesterday morning I have confirmed 
my impression of the statement by Lenin on “bankruptcy”. It is in Lenin’s se- 
lected works, volume 10, pages 137-138. Stalin quoted this in his 1924 lectures 
on the “Foundation of Leninisin” in the following way: 

“The decisive battle, says Lenin, may be deemed to have fully matured when 
‘all- the class forces hostile to us have become sufficiently entangled, are suffi- 
ciently at loggerheads with each other, have sufficiently weakened themselves in 
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a struggle which is beyond their strength’; when ‘all the vacillating, wavering, 
unstable intermediate elements—the petty bourgeoisie and the petty-bourgeois 
democrats as distinct from the bourgeoisie—have sufficiently exposed themselves 
before the people, have sufficiently disgraced themselves through their practical 
bankruptcy’.” 

Sincerely yours, 


Joun Foster DULLEs. 


Mr. Passman. It is customary for Department heads and witnesses 
to appear before the committees and testify for the President’s ee 
request. And even though the Congress makes reductions, in the be- 
ginning of all hearings the testimony is for the President’s budget 
Maen ? 

ecretary Duties. Yes, sir. 
Mr. Passman. Thank you very much, Mr. Secretary. 
The Committee will stand adjourned. 


Monpay, May 5, 1958. 
DEVELOPMENT LOAN FUND 


WITNESSES 


HON. C. DOUGLAS DILLON, UNDER SECRETARY OF STATE FOR 
ECONOMIC AFFAIRS 

DEMPSTER McINTOSH, MANAGER, DEVELOPMENT LOAN FUND, 
INTERNATIONAL COOPERATION ADMINISTRATION 

J. E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION 
ADMINISTRATION 


Mr. Passman. The committee will come to order. 

We have with us this morning Hon. C. Douglas Dillon, Deputy 
Under Secretary of State for Economic Affairs, and Ambassador 
Dempster McIntosh, Manager, Development Loan Fund, ICA, and 
several other witnesses from the ICA and the State Department. 

There are shocks and disappointments in many of our labors here in 
Washington. Sometimes, however, we wonder just why a newspaper 
uses a heading such as the Washington Post and Times Herald car- 
ried Saturday, May 3, 1958, when reporting a statement attributed to 
Mr. Walter S. Robertson, Assistant Secretary for Foreign Affairs. 
This is the caption: “Only Reds Want Slash in Aid, Says Robertson.” 

Knowing Secretary Robertson as I do, I doubt that he made any 
such statement as that. But, nevertheless, such propaganda to get 
all the money the departments want reflects unfavorably on some of 
us, because so many people read the “scare headline” and that is as far 
as they go. There is nothing in the article that would justify such a 
headline. 

The first witness to be heard this morning will be Hon. C. Douglas 
Dillon, Deputy Under Secretary of State for Economic Affairs. — 

_ The committee will be pleased to hear from the Secretary at this 
time. 
MILITARY AID TO FRANCE 


Mr. Ditton. I had one other matter I did not know whether you 
wanted me to answer at this time, Mr. Chairman. There was a de- 
tailed question that came up during Secretary Dulles’ questioning 


319 


about France and military aid for France. You will remember we 
said we would get you the information on that. 

Mr. PassmMan. Yes. 

Mr. Ditton. We have not been able to identify the report by NATO 
that was referred to in the United States News & World Report. 
although we have seen the article, but the facts are that for the 10 
years, 1948 to 1957, the French Government spent a total of $24 billion 
on their own national defense and the United, States added to that the 
sum of $4.9 billion. 

Mr. Passman. What period, Mr. Secretary ? 

Mr. Ditton. Ten years, 1948 to 1957. 

That makes a grand total of defense expenditures of $28.9 billion. 

The United States’ percentage of that total was 17 ee The 
United States $4.9 billion was made up of about $3.8 billion of 
military assistance and about $1 billion of budgetary reine which 
was primarily the money we voted for Indochina, for Lisbon OSP, 
and for NATO support. Those are the rough figures. 

In addition to that, during that same per ‘iod of time, the United 
States gave France a total of $3.5 billion of economic aid under the 
Marshall plan, which I do not think should be counted in with 
military. Even if you wanted to do that, and took the total aid for 
all purposes furnished by the United States Government over that 
same period, $8.4 billion, and took a percentage of that against just 
military expenditures in France, it comes to 29 percent. I do not 
know where that 44 percent figure came from, as I said the other 
day. 

Mr. Passman. Did I hear you correctly, Mr. Secretary, that our 
aid to France in the past 10 years in all categories exceeded $8 billion ? 

Mr. Ditton. $8.4 billion, Marshall plan and military. 

Mr. Passman. That does not include any loans? 

Mr. Ditton. That doesn’t count loans. 

Mr. Passman. That is a sizable amount, is it not? 

Mr. Ditton. Very sizable. 

Mr. Anprews. Mr. Secretary, you have been familiar with the eco- 
nomic conditions in France and the stability of the Government 
through this period that we have had dealings with them. Do you 
consider their position to be better today than it was when we first 
began this program, which resulted in the expenditure or grant of 8 
plus billions of dollars? 

Mr. Ditton. Yes. Economically it is very much better. I must 
admit that the greater part of that improvement took place during 
earlier years. When we started this program, they were flat on their 
back after the war, and there was really danger of a Communist 
takeover. 

Mr. Anprews. Was that during the period of time that we had the 
so-called Marshall plan ? 

Mr. Ditton. That is right. 

Mr. Anprews. You think they did make considerable improvement? 

Mr. Ditton. Yes, sir. 

Mr. Anprews. How much of the $8 billion plus was spent in France 
under the Marshall plan ? 

Mr. Ditton. $3.5 billion. The military aid was $4.9 billion. 

Mr. Anprews. Thank you. 

Mr. Passman. All right, Mr. Secretary, if you are ready to proceed. 

25164—58——21 
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STATEMENT OF SEecRETARY DILLON 


Mr. Ditton. I appreciate the opportunity to return today to treat 
more specifically with questions pertaining to the Development Loan 
Fund. The Manager of the Fund, Mr. Dempster McIntosh, is here 
with me to discuss Fund operations. 


NEED FOR FUND 


The less developed areas are now the critical battlefield between the 
free world and international communism. 

The Soviet bloc is aware of this fact. During the past 3 years it has 
intensified its political offensive in this area and it has extended non- 
military credit and grant-aid totaling over $1.6 billion, on a highly 
selective basis. The Soviet leaders hope to persuade the peoples of the 
less developed countries that only through close association with the 
bloc can they achieve the progress they seek. 

It is in our interest that these peoples be able to achieve that progress 
in freedom. Most of these countries have governments under moderate 
leadership, but they are confronted by steadily increasing demands 
from their peoples for material improvement. They cannot stay in 
power unless they offer some hope that these demands will be met. If 
this cannot be done through free methods and in association with the 
free world, these governments will be replaced by groups willing to 
adopt totalitarian methods and willing to form close ties with the 
Soviet bloc. 

If Communist influence is thus steadily extended into the less de- 
veloped areas, our peace and our security will be endangered. For 
the Sino-Soviet bloc’s power will grow, and its leaders might well be 
encouraged to more aggressive adventures, like the war they began 
in Korea in 1950. 

We may disregard the Communist challenge in the less developed 
areas only at our peril, as the West first disregarded the challenge 
that the growing extension of Nazi and Japanse power posed in the 
1930’s. 

We must meet this challenge by helping the governments of less 
developed countries to show their peoples that economic progress can 
be achieved in freedom. If we do not, the armies that our military 
aid helps to maintain in some of these countries will not prevent the 
tide of communism from rolling forward. 

The Congress recognized this last year in establishing the Develop- 
ment Loan Fund, stating in the Mutual Security Act that “* * * 
the progress of free peoples in their efforts to further their economic 
development and thus to strengthen their freedom is important to the 
security and general welfare of the United States.” 

To achieve economic progress, these countries need help in obtain- 
ing both skills and capital. In the relatively more advanced coun- 
tries, such as many of our Latin American friends, this capital and 
these skills can and have been supplied through private sources. But, 
in many countries, including a number on the periphery of the Com- 
munist bloc, private capital cannot meet the entire need. The im- 
mediate Communist threat, political instability, lack of basic power, 
transportation, and other facilities—all these limit private investment 
until such time as further economic and political progress has been 
achieved. . 
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A substantial part of the necessary outside capital must thus come 
from public funds. The International Bank and Export-Import 
Bank provide part of this capital. But the development needs of 
these countries, and their ability to put outside capital to good use, 
far exceeds their capacity to service loans on normal banking terms. 
If they only received such funds as a prudent banker would expect 
surely and quickly to be repaid in convertible currency 
words, if development loans repayable in local currency were not 
available—their development would not go forward. 

We thus face a choice between finding other sources of c: pital for 
these countries or accepting the fact that our basic objective—that 
these countries may remain free while they develop—cannot be 
achieved. 

That is why the Congress set up the Development Loan Fund. It 
provides a stipplementary source for capital on flexible terms for 
sound projects which are basic to growth but which cannot be financed 
from other sources. For some countries the fund is the only source 
and for others a critically important additional source for such capital. 
Without the provision of this necessary margin of development capital, 
many countries would be faced with the grim prospect of economic 
deterioration, increased instability, and growing susceptibility to 
Communist penetration. 

The Deve ‘lopment Loan Fund is, in short, our main instrument for 
meeting the Communist challenge in the less developed areas. If it 
cannot. operate effectively, our ability to meet that challenge will be 
greatly reduced. For we will not be able to promote the sound develop- 
ment which is, in the long run, the only means—short of war—of 
ware extension of Communist influence in these areas. 

I do not expect our dependence on the Development Loan Fund to 
continue indefinitely. As the rate of growth of these countries ad- 
vances, they will reach a point where they will increasingly be able to 
meet their needs from normal financing sources and private capital. 
But this can be expected to take some “period of time and they will 
never reach this stage without the help of the fund. It is like the jet 
booster which helps to get an airplane off the ground and then is no 
longer needed. 

Mr. Passaan. Mr. Secret: ary, I do not like to interrupt any witness 
in his testimony, but may I ask a question at this point ? 

With the statement you just made, why would it be necessary to try 
to get this thing into a permanent Gover nment corporation then ? 

Mr. Ditton. My feeling is, as I say later on, that as a conservative 
estimate, it will be needed at least some 15 or 20 years. We feel that 
is a Jong enough period of time and that a corporate form would be 
advisable, 

Mr. Passman. That is shocking information. Please continue, sir. 





INCORPORATION 


Mr. Drton. Last year the conference report on the authorizing bill 
recommended that the Fund be incorporated. The executive branch 
carefully reexamined the advantages and disadvantages of incorpora- 
tion. Since it is clear that we will need the Fund as an important 
instrument of our foreign policy for some years to come, 15 to 20 
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years seems a reasonable conservative estimate, the executive branch 
concluded that on balance incorporation would be an improvement. 
By creating a separate organization with responsibilities and authority 
of its own, we will separate our grant and loan activities more clearly 
and provide a sound statutory basis for businesslike operations. 

We have recommended a Board of Directors of 5. members repre- 
senting the State Department, Export-Import Bank, the ICA, the 
United States Executive Director of the International Bank, and the 
Fund Manager. This enlarged Board which would replace the present 
loan committee would assure the fullest coordination of the Fund’s 
lending activities with United States foreign policy, with other eco- 
nomic assistance under the mutual security program, and with the 
lending programs of the Export-Import and International Banks. 
The Fund will make full use of the technical personnel of other agen- 
cies and, as occasion demands, private contractors. Its own staff, 
accordingly, will be relatively small and should consist of officers of 
competence and standing. To permit development of such a staff, 
recommendations have been made for statutory provision for certain 
top-level personnel. 

APPROPRIATION REQUEST 


If the Fund is to function effectively, it needs the full $625 million 
that was authorized last year. 

This authorization already represents a substantial cut in the sum 
that the executive branch requested, and that we have reason to believe 
is still needed, for the coming fiscal year, $750 million. A further cut 
would, I believe, prevent the Fund from doing any more to assist 
economic development than we were doing before it was set up. And 
that just wasn’t enough. The less developed countries were not previ- 
ously getting the capital that they needed and could use effectively ; 
they were not moving forward. 

The Communists have now moved vigorously to exploit the oppor- 
tunities for penetration which this situation created. Unless we act 
more effectively in the future we will present them with even greater 
opportunities. 

The $625 million that we are asking is modest in view of current 
and expected demands on the Fund. The current $300 million is ex- 
pected to be fully utilized by the end of this fiscal year. Proposals 
then before the Fund will total nearly $2 billion, and we expect an- 
other $1 billion of proposals to come in during fiscal year 1959. 


FUND OPERATION 


In our recommendation for the Fund last year we said that the DLF 
would place our development financing on a more businesslike basis. 
It would not make annual allocations of aid; on the contrary, it would 
provide financing as—and only as—soundly conceived projects and 





programs were forthcoming. It would act on these projects or pro- 
grams individually, subjecting them to rigorous screening. There 
would be no requirement that its funds be expended in a given period. 
The Congress could thus have assurance that these funds would only 
be used, like those of the Export-Import Bank and the World Bank, 
for specific and identifiable projects or programs that met tightly de- 
fined and predetermined criteria. 
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In the operation of the Fund so far we have carried out these 
changes. ‘There are no annual aid allocations by country of the Fund’s 
resources. ‘To secure assistance, countries must present proposals that 
meet the criteria stated in the act: (a) that financing is not available 
from other free world sources on reasonable ter ms; (b) that the pro- 
posal is economically and technically sound; and (¢) that it will help 
to increase produc tivity or productive apacity. 

From even our limited experience to date, 1 am fully convinced that 
this shift in approach is sound. We are getting more value for each 
dollar loaned, by insisting that our financing be extended on the basis 
of specific proposals and that the proposals in question conform to 
these standards. 

In shifting from past practices to these new methods, we have had 
to overcome certain major problems. “Going” projects have had to 
be continued, and both the less developed countries and our missions 
in these countries have had to be educated as to our new methods of 
doing business. 

For reasons such as these, this fiscal year has been a period of tran- 
sition. I expect in the coming fiscal year that we will have completed 
the change to new proc edures and will be in a position to secure even 
greater benefits from the Fund’s existence. 


COORDINATION WITH OTHER LENDING AGENCIES 


By thus placing our development financing on a sound banking 
basis, the DLF has enabled us to work more c losely with other public 
banks. For example, in the Indian program, after finding out what 
projects the International Bank was prepared to consider, representa- 
tives of the Export-Import Bank and the DLF met jointly with 
Indian representatives to consider what priority projects they could 
help finance. The International Bank is now concentrating on mod- 
ernization of the Indian railway system; the Export-Import Bank 
will finance capital goods for use in irrigation, power, mining, trans- 
portation and industrial development; and the DLF will finance steel 
for the railway program as well as components for the road program 
and jute and cement machinery. 

This sort of arrangement enables each financing institution to con- 
centrate on the kinds of projects best. suited to its procedures and fin- 
ancing terms. It helps to meet the receiving country’s total needs 
as effectively and economically as possible. 


LOAN TERMS AND CONDITIONS 


Basic financial terms and conditions for the Fund have been estab- 
lished byt the Loan Committee. 

With National Advisory Council concurrence it has been agreed 
that, for the present, on loans for basic facilities such as roads, harbors, 

railroads, and multipurpose dams, the interest rate will be 314 percent 

with maximum maturity 40 years, depending in part on the useful life 

of the project. Repayment will generally be in local currency with a 
maintenance of value provision. 

On profit-earning projects, interest rates and maturity will generally 
follow Export-Import Bank terms whose current rates for these r: unge 
from 514 to 6 percent, depending on current rates in the United States. 
Amortization periods vary depending on the nature of the project. 








324 


Local currency repayments will provide funds for relending to bor- 
rowers to cover the domestic costs of new development projects. In 
time, as the economies of the borrowing countries mature, we expect to 
be able to use an increasing proportion of the local currencies for re- 
sources of direct value to the United States. 


ENCOURAGEMENT OP ROLE OF PRIVATE ENTERPRISE 


One of the basic purposes of the Development Loan Fund is to en- 
courage private investment and enterprise. We are working vigor- 
ously—and, I believe, effectively—to fulfill this purnose. 

We are encouraging applications from private investors. Of the 
more than $1.7 billion in applications now under consideration or 
approved, about 40 percent represent proposals from private enter- 
prises, 

We are trying to encourage and assist the creation of development 
banks in less developed countries. We already have plans well under- 
way in two countries to provide support for such institutions so as 
to make possible loans and technical services not otherwise available 
to small entrepreneurs. 

We are exploring many other techniques for carrying out the pur- 
poses of the Fund. For example, discussions have already been ini- 
tiated with various United States private financing institutions to 
determine their interest in proposals before the Fund. 

But without the public facilities on which private enterprise de- 
pends these plans will not achieve their purpose. Therefore many of 
the epepontle currently before the Fund represent public projects 
fundamental to the development of an economy which will promote 
opportunities for private investment. 


CONCLUSION 


Let me conclude, Mr. Chairman, by making what seem to me the 
two basic points: 

1. We need an effective Development Loan Fund to meet the chal- 
lenge of helping the less developed areas achieve their development 
under free political institutions. 

2. We cannot have an effective fund unless it has resources equal to 
the task. Provision of inadequate resources would not enable us to 
meet this challenge and might even risk wasting those resources. 

A fund with adequate resources offers us the most economical and 
businesslike, as well as the most effective, means of promoting that 
growth on which the future of democratic government in the less 
developed areas depends. 

Mr. Passman. Thank you, Mr. Secretary. 


STATEMENT OF THE MANAGER, DEVELOPMENT LOAN FuNpD 


The Ambassador will now proceed with his statement. Then we 
shall begin questioning. 
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BLOGRAPHICAL SKETCH OF DemMPsSTER McINTOSH 


Born: January 17, 1896, Newport, R. I. 

Nducation: Central High School, Pittsburgh, Pa. 

Marital status: Married. 

Experience: 

Pregovernment: 

1914-16: Commonwealth Trust Co., Pittsburgh, Pa. 

1916-17: Bankers Trust Co., New York, N. Y. 

1918-43: American Steel Export, Inc., vice president, director. 

1943-53: Philco International Corp., Philadelphia, president, director. 

Government: 

1953-56: United States Ambassador Extraordinary and Plenipotentiary 
to Uruguay. 

1954: Appointed President's representative with rank of special ambas- 
sador, to head the United States delegation at the ceremonies inci- 
dent to the inauguration of His Excellency Maj. Gen. Alfredo 
Stroessner as President of the Republic of Paraguay. 

1955: Appointed President’s representative to head the United States 
delegation at ceremonies incident to the inauguration of His Excel- 
lency Luis Batlle Berres as President of the National Council of the 
Government of the Republic of Uruguay. 

1956-58: United States Ambassador to Venezuela. 

1957: Appointed President’s representative with rank of special ambas- 
sador as member of the United States delegation incident to the 
inauguration of His Excellency Camilo Ponce Enriquez as President 
of the Republic of Ecuador. 

Military: Lieutenant, United States Army Reserve. 

Memberships and clubs: Union League, New York; Export Managers, New 
York; India House, New York; Far East-American Council, New York; 
Overseas Automotive, New York. 

Office: 806 Connecticut Avenue NW., Washington 25, D. C. 

Home: 2500 Massachusetts Avenue NW., Washington, D. C 

Legal residence: Pennsylvania. 

Present position: Manager, Development Loan Fund, Washington, D. C. 

Mr. McIntosu. Thank you, Mr. Chairman. With your permission, 

I will read my statement. 

Mr. PassMANn. Yes, sir. 

Mr. McInrosn. I am here today to support the administration’s re- 

uest that the Congress appropriate $625 million for the Development 

an Fund. To a businessman like myself, who has been engaged 
in foreign trade for a period of 35 years, this is indeed a very large 
sum—an amount of money which should be neither appropri iated 
lightly, nor spent casually. I am, nevertheless, convinced that appro- 
priation of the full amount already authorized by the Congress is 
absolutely essential to successful operation of the Development Loan 

Fund. I am also convinced that those of us associated with the Fund 

are laying a groundwork of policies, personnel, and proce dures which 

will assure that these funds are lent in a prudent, businesslike manner 
and in the best interests of the United States. 
As Manager of the Development Loan Fund, I am responsible for 
iding its day-to-day operations. It is from this vantage point that 

I should like to discuss our request for additional funds and to provide 

you with as complete a picture as possible of what has happened to 

the Fund and what it has accomplished during three quarters of its 
first year of life, how it functions in receiving, reviewing, and ap- 
proving loan proposals and what it will take to administer such an 
operation during the next fiscal year. 

The capital of the Development Loan Fund now totals $300 million, 
available from fiscal year 1958 appropriations. A total of slightly 
more than $126 million was approved for loans by mid-April and an 
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additional $95 million is expected to be approved by the end of this 
fiscal year. In addition, more than $1.6 billion in proposals which 
appear on the basis of preliminary examinations to date to meet the 
basic eligibility standards of the Fund are now on hand and under 
review. Thus, the volume of apparently worthwhile proposals now 
on hand far exceeds the amount of resources available to the Fund. 

We expect to receive several hundred million more in worthwhile 
applications before June 30 and about $1 billion additional during fiscal 
year 1959, thereby increasing the total of proposals received to about 
$3 billion. In light of these facts, we consider that appropriation of 
$625 million is the minimum essential to carry out effectively this vital 
program. 

PROPOSALS ON HAND 


You may be wondering how valid, or sound, or important are the 
more than $1.6 billion in proposals which we now list as being on hand 
and under consideration. We believe that they all merit serious con- 
sideration. Actually, many more inquiries have been made to the Fund 
than are reflected in this list. The Fund is approached daily by many 
hopeful applicants in connection with proposals that are clearly inap- 
propriate in terms of its purposes and lending criteria. Such inquiries 
are excluded from the list we maintain of proposals which are under 
consideration and on hand. 

I should also note that the Fund does not count as being under con- 
sideration, and does not include in the total of proposals on hand, many 
apparently good projects which applicants have discussed with us, or 
with United States embassies or ICA missions abroad, but for which 
we have not as yet received actual proposals. A number of applications 
which have been referred by the Fund to other lending institutions are 
in the same category. 

Mr. Passman. You mean this in addition to the $3 billion that you 
would have on hand if you received all the applications ? 

Mr. McInrosu. That is the total we expect to have under considera- 
tion by the end of fiscal year 1959. 

Mr. Passman. Then in your statement you say, “Does not include in 
the total of proposals on hand, many apparently good projects which 
applicants have discussed with us or with United States embassies or 
ICA missions abroad but for which we have not as yet received actual 
proposals,” 

Would those projects be in addition to the $3 billion ? 

Mr. McIntosu. No. We would receive proposals for those and they 
would be in the $3 billion. 

Mr. Passman. Which would bring the total to the $3 billion ? 

Mr. McIntosu. Approximately. 

Mr. Passman. That is an indication that within 3 or 4 years the total 
could mount to 15 or 20 billion or more. There would be no limit when 
people find out what a bonanza this is. This is developing so fast it is 
frightening. 

Mr. WiceteswortH. It is not a grant, it isa loan. 

Mr. Passman. You keep indicating the number of loans you have 
and will receive and you already total it at $3 billion. Thus far we 
have only approved $126 million in loans and you are already talking 
about applications of $3 billion. 


‘ 
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I hope we do not create a Frankenstein that will devour us. Kindly 
proceed with your statement. 

Mr. McIntosu. Yes, sir. 

The proposals are not all of equal quality and many will have to 
be reinforced by additional backup material. W hile we are con- 
vineed that they merit serious scrutiny, we anticipate that some will 
not stand the test of intensive technical review and that others will 
fall by the wayside because financing may be available from other 
sources, because it will not be possible to reach agreement on terms, or 
for other reasons. In this connection, approximately $230 million in 
proposals which have been under consideration at one time or another 
during the past 6 months are no longer in that status, either because 
they have been acted on unfavor ably, because other institutions are 
seriously considering the possibility of providing the necessary fi- 
nancing or because of insufficient supporting data. 

The more than $1.7 billion in proposals approved, under consid- 
eration and on hand, represent about 285 separate development ac- 
tivities on 4 continents. In terms of value, the bulk have come from 
the countries of Asia. Slightly more than 35 percent of the total 
value consists of applications received from south Asia, a little more 
than 20 percent comes from the Near East, about 15 percent from the 
Far East, a little more than 10 percent from Latin America, about 12 
percent from Europe, and the balance from Africa. 

In terms of the type of facilities involved, proposals for investment 
in manufacturing enterprises account for Sud 30 percent of the 
value. Transport and communications accounts for an additional 28 
percent, power for 22 percent, proposals in the field of food and agri- 
culture comprise about 8 percent and the remaining 12 percent is 
distributed between mining, water resources development, health, and 

sanitation, and community development. Although the single largest 
block of proposals has been received for profit-earning manufacturing 
enterprises, almost 60 percent of the total dollar value pertains to 
projects which can be described as economic overhead, e. g., roads, 
power facilities, communications and irrigation. 

Over 40 percent of the dollar value uf the proposals now before 
the Fund is for privately owned enterprises. 


NEED FOR ADDITIONAL CAPITAL 


In proposing that Congress appropriate $625 million to become 
available in fiscal year 1959, the executive branch is 1 requesting an 
increase in the capital structure of the Development Loan Fund. This 
request is not meant to represent a projected annual program. A basic 
reason for establishing the Development Loan Fund in its present 
form—with responsibilities under the Government Corporation Con- 
trol Act, no-year availability funds, and authority to use repayments 
in the manner of a revolving fund—and for now proposing that the 
Congress authorize incorporation beginning in fiscal year 1959, is 
to permit the Development Loan Fund to operate, to the greatest 
degree possible, as a businesslike lending institution. Accordingly, 
we receive proposals at the initiative of prospective borrowers and 
deal with them individually, as they are presented, in accordance 
with the economic, financial, and technical standards under which we 
operate. Like any lending institution, therefore, we have not been 
set up, nor are we able, to project a detailed annual program in advance. 
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As I have already indicated, and as you will note from the first 
column of figures on page 127 of the Worldwide Summary State- 
ments on the Fiscal Year 1959 Mutual Security Program—this is 
the classified book with the maroon cover—the capital of the Develop- 
ment Loan Fund now totals $300 million, available from fiscal year 
1958 appropriations. We estimate, as indicated on the same page of 
that book, that $125 million will be obligated by the end of this fiscal 
year in the form of signed loan agreements and an additional $95 mil- 
hon in loans will have been approved for which letters of advice will 
either have been issued or be pending. The balance will be adminis- 
tratively earmarked for loans approved in principle, and on which the 
Fund will be seriously working with prospective borrowers. I will 
discuss the nature of “letters of advice” and “earmarkings” in a few 
moments. 

The Development Loan Fund will, therefore, enter fiscal year 1959 
lacking any funds to deal with an estimated $3 billion in proposals 
likely to be on hand by the end of the year. We consider it essential, 
therefore, that the Congress appropriate the full $625 million requested 
by the executive branch, thereby increasing the total capitalization of 
the Fund to $925 million. I should note that we also expect to have 
available for lending about $5 million from interest payments and 
fees by the end of fiscal year 1959. Of this total amount, we estimate 
that roughly $700 million will have been approved for loans; about 
$625 million will be comprised of signed loan agreements, and $75 
million will consist of approved loans for which letters of advice will 
have been issued or pending. The balance will be required in connec- 
tion with loans approved in principle and on which the Fund will be 
working actively with the applicant toward the point where a pro- 
posal can satisfy the Fund’s lending standards in all its details. 

Like any banking institution, the Development Loan Fund must 
have substantial working capital at all times to enable it to deal with 
proposals whose technical details are being developed and which will 
probably materialize into loan agreements in the near future. Sound 
investments take a considerable amount of time and effort to develop. 
Many prospective borrowers are both unable and unwilling to under- 
take this expensive and time-consuming process unless there is reason 
to believe that the Development Loan Fund will have sufficient funds 
to make a loan if their proposal proves, in the final analysis, to be a 
sound one. 

ACTIVITY THUS FAR 


The $126 million in loans approved by mid-April are the result of 
many months of preparation. As you recall, the Congress authorized 
establishment of the Fund in mid-August of last year and appropri- 
ated funds in September. 


TIMING OF ENACTMENT OF FISCAL YEAR 1958 LEGISLATION 


Mr. Passman. I want the record to show that it was no fault of this 
committee or of the Congress that you did not receive your appropria- 
tion until September. It was a question of the Department delaying 
the date on which the authorization was requested of Congress. 

It is not this committee’s fault that you did not receive these funds 
until September. I want to make that fact abundantly clear. 
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Mr. McIn‘rosu. Shortly thereafter, the Loan Committee, consisting 
of the Deputy Under Secretary of State for Economic Affairs, the 
Chairman of the Board of Directors of the Export-Import Bank, and 
the Director of the ICA, began to meet and a small, skeleton staff was 
assembled. 

The first task was clearly to establish the procedures, basic policies, 
and loan terms and conditions within which the Fund would function. 

When these preparations were in their early stages, loan proposals 
began to trickle in. By the end of December, more than $500 million 
were on hand. One month later, the total had soared to over $1.4 
billion. And by the end of February, the Fund had received over $1.5 
billion in development loan proposals. By mid-April some 330 pro- 
posals had been received totaling slightly less than $2 billion. 

Our small staff is now reviewing these many applications and the 
Loan Committee are passing on several at each weekly meeting. 

We are now looking at eac “h of the projects before the Fund in terms 
of criteria established in the legislation as well as others adopted by 
the Loan Committee. Reflecting provisions in its authorizing legisla- 
tion, the Fund has established the followi ing basic lending criteria: 

(a) The proposed activity must contribute to economic growth. 

(b) It must be economically sound and technically feasible. 

(c) Financing must not be available from other free-world sources 
on reasonable terms. 

(d@) There must be a reasonable prospect for repayment. 

(e) The proposal must be one which will assist free peoples and 
the country involved must not be engaged in shipments proscribed 
by the Battle Act. 

We have also announced that the Fund generally will not finance 
credit for United States exporters, but will refer such proposals to 
the Export-Import Bank; that it nor mally will not oomdlitie financing 
working capital loans, or proposals w hich are essentially for refund- 
ing or refinancing. N low priority will be given to service industries, 
to industries which produce goods of a less essential nature, and to 
those which do not earn or save foreign exchange. The Fund also 
expects that private investors who seek financing will contribute a 
reasonable amount from their own resources to the funds required for 
the new investment. 

I can assure you that each proposal before the Fund is being sub- 
jected to rigorous scrutiny. We recognize that development is a 
long-term process and that we are not required to obligate our funds 
by any given date. We are, therefore, taking the time necessary to 
assure that each project is technically sound, financially feasible and 
economically important to a country’s growth. 


REVIEW AND APPROVAL PROCEDURES 


I should like to turn now to a description of the review and ap- 
proval procedures we have established. A full description, together 
with a model letter of advice, is available for your examination in a 
= which has been provided to the committee staff for distri- 

ution. Briefly, the procedure is as follows: If, after a loan proposal 
is submitted, and has been subjected to a preliminary review, it is 
found to be consistent with policy and seems to be economically 
worthwhile and financially sound, it is accepted for intensive study 
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ind full technical justification is invited. At this point, the proposal 
may be approved in principle and funds earmarked. “Earmarking” 

is a purely internal administrative technique which provides assur- 

ance that funds will be available when and if the proposal is finally 
approved. This action has no fiscal status in a legal sense. But 
such fund reservation is a necessary measure from “the standpoint 
of sound management. 

The prospective borrower then submits such additional justifica- 
tion and information as is needed for firm review of the proposal. 
This information and data is then reviewed to determine its engineer- 
ing, technical and financial soundness and feasibility. If a proposal 
is “approved after this examination, the Development Loan Fund, 
following a procedure generally similar to that of the Export-Import 
Bank, advises the applicant of such approval by a formal letter of 
advice which sets forth the basic terms and conditions for Develop- 
ment Loan Fund financing. Before sending the letter of advice, we 
secure from the loan applicant agreement in principle to the basic 
terms of the loan, and this is stated in the letter of advice. By its 
very nature, this letter of advice constitutes in practical effect a 
commitment by the Development Loan Fund that funds will be pro- 
vided to the borrower if he accepts the additional detailed terms, 
included in the loan agreement, which normally will be fairly stand- 
ardized and made known in advance to the applicant. We do not, 
however, record an obligation of funds on the basis of a letter of 
advice. An obligation is entered on our books only after the tech- 
nical details of a loan are negotiated and a formal loan agreement 
concluded. 

STAFFING AND ORGANIZATION 


In reviewing, approving and implementing loans—in short in all 
its activities—the Development Loan Fund, both in its present and 
incorporated form, will not duplicate the activities and personnel of 
other agencies of the Government. Consequently, our staff will be 
kept modest in size. Current plans are to have a staff of about 50 
by the end of fiscal year 1959. At that time, we anticipate that ap- 
proximately half of our staff will be professional, and half clerical 
and stenographic. 

We are assuming that we can operate effectively with this small 
staff by using to a maximum degree the personnel resources of other 
agencies of the Government. If this assumption does not prove to be 
correct, we may be obliged to increase our staff somewhat beyond the 
level cur rently planned. We anticipate that the United States opera- 
tions mission and Embassies will receive applications from prospec- 
tive borrowers, provide necessary information and advice, supply 
appr opriate information to interested parties and maintain contacts 
and conduct negotiations with applicants when necessary. 

On the W ashington end, it is planned that the ICA will provide 
services connected with the implementation of approved loans and 
that the Export-Import Bank will provide the same services which 
it now performs for the ICA in the administration of loans. Both 
organizations will be reimbursed for such services out of the assets 
of the Fund. It is considered appropriate that they perform these 
functions since they are well versed in, and have the personnel re- 
quired for these activities. 





. 
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The Fund will continue to rely on ICA/W for various technical 
engineering services in connection with the review of proposals, In 
fiscal year 1959, ICA will be reimbursed for these services. As ap- 
propriate, the technical facilities of other Government agencies will 
also be used on a reimbursable basis. The Fund may, for example, 
call on the Bureau of Public Roads or the Public Health Service or 
the Army Corps of Engineers to survey the technical aspects of 
proposals under consideration. It may also employ the services of 
private engineering and consulting firms. If all necessary engineer- 
ing and other technical services can be obtained from these sources, 
the Deve lopment Loan Fund will need only a modest technical staff 
for coordination purposes, 

By utilizing public and private resources in this manner, it will 
be possible for the Fund to obtain highly competent expert services 
in a wide variety of fields from other sources while holding its own 
permanent staff to a modest size. The Fund will have sufficient staff 
to secure and evaluate technical, engineering, financial and other 
information bearing on proposals before the Fund, to permit inde- 
pendence of judgment in applying the criteria which govern the 
operations of the Fund, to exercise responsibilities for the negotiation 
of loans and other transactions of the Fund, and otherwise to carry 
out effectively the objectives of the Fund. 

The staff of the Fund will be organized into four distinct operat- 
ing divisions. An Office of Finance and Development will be re- 
sponsible. for general financial management and for handling such 
special problems as loan terms and conditions, promotion of develop- 
ment banks and private enterprise participation. The Loan Opera- 
tions Office will be responsible for preparing the economic, technical 
and financial evaluation of proposals before the Fund and for super- 
vising the implementation of loans. In addition, the proposed corpor- 
ation will have an Office of the General Counsel and an Office of the 
Secretary. 

ADMINISTRATIVE EXPENSES 


We estimate that administrative expenses for the Development 
Loan Fund will total $1.5 million in fiseal year 1959 and request 
accordingly that the Congress enact an administrative expense limi- 
tation in the mutual security appropriations act equal to that amount. 
You will note that this figure marks a change from the appropri- 
ations bill which is now before you. We had previously requested 
an administrative expense limitation of $685,000. However, that 
estimate was prepared with the understanding that there would be 
certain additional expenses, which we were then unable to estimate, 
and which we labeled “operating expenses” at the time for lack of 
a better term. al these expenses include the costs of reim- 
bursing the ICA, other Government agencies, and private consulting 
firms for technical bac kstopping services; reimbursement of the x- 
port-Import Bank for its loan administration services; and the costs 
of loan implementation to be incurred by the ICA and the 
itself, 

We are now able to estimate that these additional costs, together 
With the $685,000 now in the bill, will tots al $1.5 million. We have 
concluded on balance, that instead of 2 separate categories of ex 


fut icl 
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pense, 1 ‘under a congressional limitation and another outside, it 
would be preferable to cover the entire amount within the pending 
appropriations bill. I have with me an administrative expense 
budget for fiscal year 1959, laying out in considerable detail the 
nature of and the basis for our administrative expense estimate. I 
would be happy to discuss it with you at this time if youso wish. I 
should note that, although the Bureau of the Budget has indicated 
no objection to including these additional expenses within the legis- 
rai limitation, it has not yet indicated its approval of the overall 
re. 


CONCLUSION 


In conclusion, I should like to add a personal note. From 1918 
to 1953 I was engaged in foreign trade. I earned my living doing 
business in foreign countries. I have worked and traveled in most 
of the countries of the world. Whatever knowledge I may have of 
foreign countries and foreign peoples has come from actual experi- 
ence and contact with many thousands of people on the ground out 
in the field. 

I am convinced that, aside from a humanitarian interest in helping 
the less developed peoples, it is in our interest to have economic and 
political stability around the world and also to have increased buying 
power on the part of the peoples of the world. These objectives will 
not be achieved without our continued help. 

As Congress decided last fall, more financial assistance must be 
provided than is available from existing institutions, and the Develop- 
ment Loan Fund was created to help fill that need through loans pro- 
vided on terms which existing institutions cannot offer. 

I think the Development Loan Fund represents a sound concept. 
With good management and with the all important support from Con- 
gress, I firmly believe that the Fund can do a constructive job to the 
benefit, not only of the peoples in the underdeveloped countries, but 
also to the people of the United States. 

Mr. Passman. Thank you, Mr. Ambassador. 

I think it is appropriate for me to state again for the record that 
certainly I recognize that many of you are making financial and other 
sacrifices in order to serve your country in the capacity for which you 
have been selected, and we never question your personal integrity. But 
I think if you should ever find the time to read the record completely, 
you would find that this side of the table has sufficient justification 
for checking carefully into the many requests coming before the com- 
mittee. 

So often, year after year, witnesses return and acknowledge that 
they were in error the previous year, but that this year they are cor- 
rect. I observe here in Mr. Robertson’s statement a plea for patience 
and perspective with the shortcomings and failings in the administra- 
tion of the foreign aid program. I wish the Secretary might some- 
time detail a group to come to my office and read the correspondence 
which I receive. I receive many letters from very intelligent people, 
from many States of the Union. 

I think the people’s knowledge of this program is far greater than 
we give them credit for. 

This committee has to face the record. In the past the name of this 
agency has been changed frequently. It went from ECA to Mutual 
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Security, to Foreign Operations Administration, then to International 
Cooperation Administration. The record is also clear that there are 
new schemes, as well as the different names, always coming up in the 
effort to obtain money that serves about the same purposes. 


TAX COLLECTIONS, NATIONAL INCOME, AND NATIONAL DEBT OF COUNTRIES 
OF WORLD 


Without objection from the committee—and I think this informa- 
tion would be useful to all of us—I should like to insert in the record 
a list of the nations of the world and their national income. I should 
like also to insert in the record a list of the nations of the world and 
the amount of their public debt, and also a summary of annual tax 
collections of the United States Government. 

(The documents referred to follow :) 


Facts from the record on tax collections in the United States 


156 years (Jan. 1, 1792, to Jan. 1, 1948), total__._._..._._._._.__ $315, 591, 776, 000 
5 years (Truman) (Jan. 1, 1948, to Jan. 1, 1953) : 
hie nc tpg ae le 43, 302, 860, 000 
Th iscsi Sa ts scalpel Sepa laa Sa lca ee ee ie 40, 501, 871, 000 
Sed soconintiin ackadaciaaicae tea Sc cles ie eR aie, Sil eS ee 39, 862, 736, 000 
MN RI sn sce dither acd pleat ch cee icin a Oe a 56, 093, 339, 000 
SIN A se ca ict cacanaclisdeen bali bt clita in a ee 68, 502, 564, 000 
i taaicrtenttenahine gia peeaeactomegnirae Da a en aa 247, 263, 370, 000 
5 years (Eisenhower) (Jan. 1, 1953, to Jan. 1, 1958) : 
a ceta ink c ses cacrcesipn ees neck aetna atid ik ach tadtinih cukic pbeechdidais = 68, 299, 418, 000 
MO ss nck tei Neil a abc basa es NE 67, 322, 691, 000 
ahi thi cancneascuiecics taladbcni cals saat og see eS Ee 68, 294, 764, 000 
A a ssid chee ig chee cme Se eas ee Bee eae ie 78, 544, 974, 000 
he sich estos h-cclselibmiganeeaiadadammdaleiadammaiad 82, 387, 233, 000 
PORE iste eeensS ee Slee pee wintcinil Cpeitaniennccccel alae a 365, 849, 080, 000 
NOTES 


1. During the last 5 years of the Truman administration, he applied $3% billion of the 
amount collected in taxes to reduce the public debt. 
2. During the first 5 years of the Eisenhower administration, not only did he spend 


> ao amount collected in taxes during that period, but increased the public debt by 
59 billion. 


3. Information verified and furnished by Library of Congress. 
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Latest available figures of the gross public debts of the nations of the world 
Total (in United States 


ollars) 
1. United 5 Tisai ale itn ah SRB eee eee. 75, 240, 000, 000 
2U:8.8. R . : : ; ; 49, 750, 000, 000 
ee Se eee ee 18, 299, 000, 000 
Ot eae Sok SSL te ae ee eet eee 15, 888, 000, 000 
Ee ee EE Re i, eee ee 8, 710, 000, 000 
SiMe oc... a ie EOL eT 8, 275, 000, 000 
OS ee hans iain vith te machen ee 7, 720, 000, 000 
ep ae ate = ; 5, 082, 000, 000 
9, Germany (Feder: al Re »public) , 000, 000, 000 
10. Netherlands--_--__-- sii eae Se re Ree Ls et 858, 000, 000 
Bie DOR ee nls 5. --- wishin d <sre > ah als bah epee he 507, 000, 000 


199, 000, 000 
992, 000, 000 
828, 000, 000 
694, 000, 000 
059, 000, 000 


12. Argentina--- -- 2 2 be ae ci ae Pree 
13. Sweden__-- ae ~ ee . 7 
14. Union of South Africa. __- Fae a 5 ees 
15. Japan_ yee ea 

16. New Zealand ___- 


17. Indonesia_-- --_- Uh 8 cake ed pie 5 asc re $16, 000, 000 
18. Switzerland_ ----- : ; on eateas , 746, 000, 000 
19. Brazil____- —_— ‘ Siwy. ‘ bce , 571, 000, 000 
PR  — ; xed 28.8 , 341, 000, 000 
Dipraeewen co 8 ee 7 Si ks Wes ahd horecated , 143, 000, 000 
22. Egypt------ Re Cree eee ee Jet amet’ 921, 000, 000 
23; Iveland. ...._- ssa Rica edaein 5 coi ‘ d 912, 000, 000 
24. ubciste.. sie £ jsubmbnietnaiaiaie ic saicisseeniiel 833, 000, 000 
Ser geeer.2. 5 pd Saabs aps nuchaeboediiee ee otcbtenceneca aiken 817, 000, 000 
26,-Parkey.......-.-- te eee Ssasceuaws 761, 000, 000 
27; Pakistan. .. . - Becta ra cen ere csga odeaamiaal doe 727, 000, 000 
eR ‘ 2 | aliet Font 23 Sete Fs orp 4 704, 000, 000 
29. Uruguay--_-. 5 ddeagiinachccaeieaada a ein ak caiee came eteheeeenene 606, 000, 000 
30. Philippines- | big as hme emcee ne ee ce Sa 559, 000, 000 
ST a ee ea Sten eS ee ale 481, 000, 000 
I AS es ine eb anne es ae 471, 000, 000 
a i eae 430, 000, 000 
34. Austria. _-_---. Ree - Sn arn we Daa a oe $18, OOO, OOO 


See footnote at end of table. 
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Latest available figures of the gross public debts of the nations of the worid—Continued 


Total (in United States 


dollars) 

35. Portugal varetin mitered: ntebdias 408, 000, 000 
36. Thailand ‘ ae 4 pebinaretcionte : 378, 000, 000 
37. Iran _—— — . 353, 000, 000 
38. Poland_ - _- aaa 294, 000, 000 
39. Ceylon_ --- : mame 264, 000, 000 
40. Tunisia ine ‘ 252, 000, 000 
41. Burma ; 244, 000, 000 
42. Greece 4 : : 215, 000, 000 
43. Chile . a - 203, 000, 000 
14. Federation of Malaya : j : 201, 000, 000 
15. Bolivia : “ 176, 000, 000 
16. Peru ; a 174, 000, 000 
47. Colombia 148, 000, 000 
18. Korea 138, 000, 000 
19. Afghanistan 73, 000, 000 
50. Eeuador __ - ‘i 66, 000, 000 
51. Guatemala ‘ bead * 65. 000, 000 
52. Costa Rica n 62, 000, 000 
53. Panama ; 53, 000, 000 
54. Haiti 49, 000, 000 
55. Iethiopia , ‘ 47. 000. 000 
56. Jamaica . : 39, 000, 000 
57. Ghana ‘ " : 32, 000, 000 
58. Iraq 2 ‘ paid du 29, 000, 000 
59. Hungary : . j iivamanedets 28, 000, 000 
60. Iceland , ‘ ‘ 4 23, 000, 000 
61. Bulgaria 20, 000, 000 
62. Luxembourg ; 20, 000, 000 
63. Honduras a 14, 000, 600 
64. Paraguay 14, 000, 000 
65. El Salvador 11, 000, 000 
66. Liberia / 11, 000, 000 
67. Venezuela : 8, 000, 000 
68. Nicaragua 5, 000, 000 
69. Syria 5, 000, 000 
70. Lebanon . +, 000, 000 
71. Yugoslavia 4 000. 000 
72. Czechoslovakia 2. 000, 000 

Total (all nations except the United States) __- 236, 490, 000, 000 
73. United States_ ; ; 274, 900, 000, 000 


See footnote at end of table. 


25164--58 22 
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Latest available figures of the national income of countries of the world 


National income (United 
States dollars) 


a a il le Ses 120, 000, 000, 000 
ee ok own hasameneenieee nemesis 49, 117, 000, 000 
NNN a oo ok oe ode kee 39, 480, 000, 000 

| II eo | kao cin Guia uisaantd POMS oe 31, 720, 000, 000 
SI oS ee i ees a eae 24, 990, 000, 000 

| IR Se ee os en aaa 22, 320, 000, 000 
ee er 20, 847, 000, 000 
ee Ge She a ee abet aa mene 19, 360, 000, 000 
So oe occ nageeyaeeeen aarems 16, 470, 000, 000 
Oo EE EO ate 9 oie ence ate eect strain 14, 740, 000, 000 
RE eo. bot Sos cas eee an ae ages eee 13, 918, 000, 000 
IS i I oe ee eee ein 12, 830, 000, 000 
I ar fae Wee Leeann paar erased 8, 460, 000, 000 
NS os ee ae sidan Fe deta Satna es tee aaa eee 8, 400, 000, 000 
RE ce cg ot ne oa ai aileim elimi eireratniareiataae 7, 020, 000, 000 
ers 2 Se neo uae Re ae eae 6, 810, 000, 000 
Ne nee ee a bu gan sadenemawne Sioa 6, 170, 000, 000 
18, Pakistan. -_-- 5s gn SE eine eee a 5, 550, 000, 000 
i ee a ke el ea ee Oe 5, 250, 000, 000 
i ah a ee ae eae a 4, 930, 000, 000 
Se re on cua ee oman anne 4, 720, 000, 000 
ae. (esenoblovakia...............- sc cota ecg ita ogee 4, 262, 000, 000 
Pen QeOmult ALTICN. < oon. . oka 8 pen cancnnswunenes 3, 950, 000, 000 
I SoS nn SME 8 oS een aaemaweee a 3, 462, 000, 000 
ae aa eg ate eds 3, 280, 000, 000 
ee Leeuw Oe 3, 150, 000, 000 
IS os nd SS danouenal aaa ene eee 3, 030, 000, 000 
I Oe ae ca ae 2, 940, 000, 000 
I a So re ae a ae eee ance 2, 770, 000, 000 
ES oo SS SS ace eaa ease ae 2, 650, 000, 000 
IS ua Meee ae 2, 570, 000, 000 
I eo A nae osan enue nea eenata 2, 523, 000, 000 
IS i Ee ou aoa sateen ieanie a areas 2, 490, 000, 000 
RSE gc So ab Oe 0 eo ete a tea epitome 2, 320, 000, 000 
RS Se 2-3 Ske alm mina eee 2, 226, 000, 000 
a Sd Se SD re a ah mate i 2, 176, 000, 000 
NN nn in ee ee as 2, 050, 000, 000 
I a a ae a eee 1, 800, 000, 000 
I Ss Si a nh ny ar ea ae 1, 770, 000, 000 
NS 2 ee alate er ei a eieedeen ee L 720, 000, 000 
ois) Portugal... -........- Be tc Ua a 1, 600, 000, 000 
I ore 8 0 astee a ia as op Pe alten 1, 597, 000, 000 
ee ek eS cries tate gee eine 1, 560, 000, 000 
EN IN Sa an Naa ina SOS ice ote 1, 500, 000, 000 


See footnotes at end of table. 
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Latest available figures of the national income of countries of the world—Continued 


National income ( United 


States dollars) 
MI, Sh SiS £5 adie webct cao di aie ee TL ae tS = 1, 210, 000, 000 
46. Iraq... __- Se A ee Be oe ee Saale 1, 119, 000, 000 
47. Peru ‘setae a et a ia a 1, 080, 000, 000 
48; Burma... - ase Ve auawedae ts soot eee 950, 000, 000 
: Feerto. Rio... oa. scene Se eee ee 50, 000, 000 
50. Ceylon i sn ek ty ia ng tr at a 890, 000, 000 
51. Belgian Congo_. - BA kes Wane alee aes ace ae : 850, 000, 000 
52. Nicaragua__-_ Fils dha meee O Sa cen OE eee eee 823, 000, 000 
53. Israel i ahs theese ah. Waive a endenatet at eed 770, 000, 000 
54. Yugoslavia : sch an 0c hs eg a ig Sidi 769, 000, 000 
55. Rhodesia and Nyasaland ‘ sea Sipe ees on 34 lcraap aki 670, 000, 000 
56. Costa Rica_____. _-- cath eli we ee ae su 563, 000, 000 
57. Ecuador ; Gs S53 balk ae SSS ; 520, 000, 000 
58. Guatemala_ _--_- epee ee ae ee ee ee ee 490, 000, 000 
59. Dominican Republic_-____- eee Sa ee 360, 000, 000 
60. Lebanon Z : : ai Was scope aie csoy orale ant eae crea 350, 000, 000 
61. Kenya an Se L Swe oe ty 22 330, 000, 000 


62. Uruguay. 


pra! 275, 000, 000 
63. Uganda 


i a aad 270, 000. 000 


64. Luxembourg ; i A a A ; 270, 000, 000 
65. Jamaica ST 260, 000, 000 
66. Honduras ; Le OE Seer ael yee 230, 000, 000 
67. Panama F oe iiwdaaSe eda: Zeiss 220, 000, 000 
68. Paraguay cos ap hedich wetted aecely aagghe cealudeatmancates septs 210, 000, 000 
69. Indoneisa_ _- nd Si ae gl Ba th ee rR are Se a 198, 0000, 00 
70. El Salvador ae age a i in fel SA eda 174, 000, 000 
71. Haiti : : wa cp cts e aes eee ea 130, G00, 000 
72. Iceland dy peek gp ary cy Noe neti titeess 3% 120, 000, 000 
73. Ethiopia st Ra Dal atta: dh peta ac Ns cal wpttdeteeens atts chain ws 108, 000, 000 
74. Liberia a ee a Se ae a = 73, 000, 000 

Total (all nations except the United States)__.______ 515, 730, 000, 000 
75. United States..........- bitwcwd eames beicam Saes et aes 358, 500, 000, 000 


(NotTe.—If the United States standards in prices were applied, the total national income figure of the 
other nations of the world would be about triple the amount shown.) 
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INCORPORATION OF DEVELOPMENT LOAN FUND 


Mr. PassmMan. Before proceeding into the general questioning, I 
want to point out that last year the Secretary of State expressed 
doubt—and his statement is on page 110 of the hearings—about the 
desirability of incorporating the Development Fund. I quote the 
first sentence : 

There has been some suggestion made it should be especially incorporated. On 
the whole we doubt the desirability of that, at least at the beginning. 

What are the reasons for the change in position whereby imcorpora- 
tion is now so strongly advocated ¢ 

Mr. Ditton. The Secretary of State last year considered both sides 
of this, and he felt very strongly that the Development Loan Fund 
should be or continue to be an instrument of United States foreign 
policy. 

I think he was somewhat concerned that if it became incorporated 
it would not continue that way as well as it would if it continued as 
a part of the ICA which is under his direct control, and after com- 
pletion of the legislation last summer, came under his direct control 
in every respect. 

Since then the Congress made the recommendation that they felt 
it would be better to incorporate the Fund and I think the Secretary 
came to feel that there would be no difference in the effeceiveness of 
the Development Loan Fund as an instrument of foreign policy, 
whether it was incorporated or not, and provisions are made in the pro- 
posed act that it shall be under the foreign policy guidance of the Sec- 
retary of State, the new corporation, and therefore, he came to sup- 
port the corporation. 

Mr. Passman. If I may quote his statement completely, then : 

Tnere have been some suggestions it should be incorporated. On the whole, 
we doubt the desirability of that, at least at the beginning. But I would say 
this: that until the authorizing measures are completed—of course, I do not 
know what the will of the Congress is going to be—our own feeling is that the 
probably would be better conducted as an unincorporated but distinet fund in 
the ICA, but directed as to the policy by the Department of State. 

That is a complete statement as to Secretary Dulles’ desire to have 
this program conducted by the Department of State, but to remain un- 
incorporated. It is puzzling to receive such direct testimony from the 
Secretary of State, and then the following year to have him state just 
the opposite as his stand. 

This could be interpreted as a move to get the Fund from under 
the control of an annual congressional appropriation. You would 
have a corporate setup for a very substantial amount and even though 

you would not have the appropriation, at least you would have some 
reasons, Whether valid or not, to make some off-the-cuff commitments. 

What you are requesting this year is so completely opposite to the 
testimony of the Secretary of State last year that it certainly causes 
concern. 

Mr. Anprews. Mr. Secretary, does the legislative bill this year pro- 
vide for the incorporation of the Fund ? 

Mr. Ditton. Yes,sir. 

Mr. Anprews. Then that issue of incorporation is not before this 

committee / 
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Mr. Drivon. No, sir. That will be part of the authorizing bill that 
I understand is being reported today. 

Mr. ALEXANDER. Suppose the Development Loan Fund should be 
incorporated. Would there be any objection to changing the incor- 
porators or people that have been listed at this time to control it? 

Mr. Ditton. We felt that those named in the act were the obvious 
people because they were the ones who were concerned with foreign 
policy, with our technical assistance abroad in the case of the ICA 
and with the other loaning agencies of the United States Government— 
the Export-Import Bank, and our interest in the World Bank through 
the American executive director, who is also an Assistant Secretary ‘of 
the Treasury. 

Therefore, we felt that was the best setup in order to give the best 
coordination, and so recommend, and that is the recommendation 
that I understand the Foreign Affairs Committee has accepted or is 
accepting. 

Mr. Aexanprr. Suppose the Congress should think differently? 
Would there be objection on your part, should they amend that ? 

Mr. Ditton. That is a difficult question for me to answer because I 
do not know what you have in mind. Obviously we would try to 
work with anything the Congress should do, but amendment in one 
form might be something we would be happy with and amendment 
in another form would be something we would be less happy with. 
It would not be possible for me to answer specifically unless [ know 
what you have in mind. 

Mr. Passman. With the development loan progr am we are working 
under the authorization that the Congress passed last year? 

Mr. Ditton. At the moment, yes. 

Mr. Passman. There is $625 million authorized for the Fund ¢ 

Mr. Dirton. That is right. 


FAIRLESS COMMITTEE VIEWS ON LOANS 


Mr. PassMANn. There is reference in a letter of September 1956 to 
“a study to make recommendations on the purpose, scope, development 
and operation, and the efficiency of the military economic program with 
relationship to the foreign policy and national interest of the United 
States.” 

This was a select committee appointed by the President. The six 
advisers appointed by the President were Mr. Benjamin Fairless, 
former chairman of the board of United States Steel; the former 
Governor of Virginia, the Honorable Colgate W. Darden, president 
of the University of Virginia; Mr. Richard Dupree, board chairman 
of Procter & Gamble; Mr. John L. Lewis, president of the United 
Mine Workers of America; Mr. Whitelaw Reid, board chairman of 
the New York Herald Tribune; Gen. Walter Bedell Smith, vice chair- 
man of the American Machine & Foundry Corp., and Mr. Jesse W. 
Tapp, board chairman of the Bank of America. 

On April 9, 1957, during the course of the hearings before this 
committee, while discussing loan policy recommendations with Mr. 
Fairless, who served as the Coordinator of the President’s Citizen 
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Advisers on the Mutual Security Program, stated, and I read from 
page 10 of the Fairless Committee’s report, as follows: 


In our view, loans by the United States repayable in the inconvertible cur- 
rencies of foreign nations are undesirable, and the practice of granting them 
should be terminated. Our relations with other countries will suffer from 
United States control of large amounts of their currencies. The soundness of 
the loan device should not be jeopardized by inviting repayment in foreign cur- 
rencies which cannot be freely spent by the United States. 


I then remarked, addressing myself to Mr. Fairless, and I quote: 


I might state that in many instances in the past, off-the-record statements 
by public officials indicate that they have very little faith in the repayment of 
many loans to foreign countries. Yet, when the same officials speak on the 
record, they are inclined to defend all loans as good loans. This keeps the facts 
from being known generally. 

I certainly think the members of this committee and the Congress should be 
most grateful for this part—many parts, but especially this one—of your report, 
SO we will recognize that many of these loans are nothing more than paper: 
because, if we should come into possession of too much currency of some of 
these nations, we might as well have rocks, as rocks would be of just as much 
value. I think that is the emphasis you placed on this statement. We should 
like to have you elaborate on that a little further, Mr. Fairless. 


Mr. Fairless replied : 


You have really developed it yourself, right along the lines of our thinking, 
except to add one additional point: That most of these loans are made over a 
long period of time. They are 40-year loans, repayable 40 years from now, in 
either dollars or local currencies; we think that is a very dangerous contract in 
which to enter. 


After further brief comment by Mr. Fairless, I made this observa- 
tion: 

Mr. Fairless, we appreciate your frankness. Some of us on this committee 
concur completely that it would be better, in all probability, to make an outright 
grant than it would to have what appears to be a loan. Again, I think we are 
possibly unintentionally misleading the American people about some of these 


so-called loans, which are really a coverup. Do you agree with that statement, 
that it is misleading on the surface? 


This was the response by Mr. Fairless: 


Indeed, I concur 100 percent. We should either make sound loaus, or, in the 
event a sound loan is impossible, and yet aid seems to be in the best interest 
of the United States, then we should make a grant. 

We simply cannot afford to ignore such testimony by one of Amer- 
ica’s outstanding industrialists, who headed a committee of eminent 
citizens, and to proceed further into such a plan without asking for 
some expert advice from outstanding American bankers and indus- 
trialists as to the facts of the matter. 

Mr. Ditton. I would be glad to answer that, Mr. Chairman. I 
think you should give full consideration to that advice given by Mr. 
Fairless. 


OTHER VIEWS ON LOANS REPAYABLE IN FOREIGN CURRENCIES 


You should also take into account the reports of other eminent 
industrial leaders and bankers, and I would like to mention 2 few. 

The International Development Advisory Board, in a report last 
year also to the President 





Mr. Passman. Appointed by the President # 
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Mr. Ditton. Yes, sir. That Board includes officials of the National 
Grange, AFL-CIO, Firestone Tire & Rubber, W. R. Grace, Motion 
Picture Association of America, and so on. That report stated that 
there should be such a fund and the administrator of the Fund should 
be given powers broad enough to permit flexibility in setting interest 
rates, periods of maturity, periods of grace, and repayment of local 
currencies. 

In addition, the National Planning Association, in a report to a 
Senate committee last year, recommended the principle of loans 
rather than grants and said it is not possible to have a requirement 
for repayment in dollars. 

Finally the Committeee for Economic Development, comprising 
representatives from leading American business firms, said in a report 
last year that some of the loans we made abroad should be repayable in 
the currency of the borrower. 

Finally, the one that actually impresses me the most, Mr. Chairman, 
is the testimony of Mr. Eugene Black, as you know, the head of the 
World Bank, and who undoubtedly has more experience in this field 
of economic development worldwide than probably any other Amer- 
ican. 

In his report last year to the 23d session of the Economic and Social 
Council of the United Nations in New York he attacked the donor- 
donee relationship, saying that over the long pull it might create an 

atmosphere of inequality and dependence whic impairs the ability of 
nations to work together. 

He said that in contrast, loans are apt to lend themselves more 
readily than grants to businesslike administration. 

He warned of the dangers of having too many loans repayable in 
dollars or other hard currencies that might weaken the credit standing 
of the countries, and continued that these dangers could be avoided 
by a properly conceived system of loans repayable in the currency of 
the borrower. 

He said: 


When I say “properly conceived,” I have in mind loans which are administered 
on a businesslike basis, which impose a clear and unambiguous obligation to re- 
pay in local currency, and which are made on terms appropriate to the type of 
project being financed. While the proceeds of such local currency loans may be 
made ultimately transferable to the extent that the economic progress of the 
borrowing country permits, it must be made clear that this will be done only in 
a manner which would not affect the country’s then existing foreign exchange 
obligations, and which would not otherwise impair its credit. 


Then he continues and states: 


If any substantial amount of this extraordinary aid were to be provided in 
the form of loans imposing a fixed foreign exchange burden on the under- 
developed countries, World Bank activities would almost certainly have to be 
curtailed in many countries. The participation of private capital in inter- 
national lending would probably be even more adversely affected. 

We have a difference of opinion here, and I think opinions of these 
other gentlemen have to be taken into consideration, also. 

Mr. Passman. They should be taken into consideration. 


UNITED STATES PRESTIGE IN FAR EAST 


We were told on the very best authority, I believe it was last Friday, 
that our prestige in certain Far Eastern countries was at:an all-time 
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low. Specifically, I shall refer to Laos. It was stated that regard- 
less of the tremendous expenditures we have made there our prestige 
was at an all-time low. 

Mr. Ditton. We have the feeling that the election returns there, 
which will be coming in in the next 10 days or a week—the election 
took place yesterday—will indicate that the Communist effort to 
elect a substantial number of deputies was probably unsuccessful. 

Mr. Passman. We certainly hope so. 

Mr. Dron. That would indicate that our influence is not as low 
as that statement might indicate. 

Mr. Passman. Off the record. 

(Discussion held off the record. ) 

Mr. Passman. Mr. Secretary, you understand, perhaps properly in- 
sofar as the usual type of money bill is concer ned, that we hear only 
one side of the case. Government witnesses appear and present their 
cases with their experts who spend all of their time studying these 
proposals. In most instances we have to appropriate almost entirely 
upon the basis of the testimony of those representing the administra- 
tion’s policy as to the amount of money needed. In so many in- 
stances we are without the other side of the story. 

I certainly hope later that in reviewing with you a list of outside 
witnesses, you may be in a position to vouch for their integrity. They 
feel that ficuratively we have developed a Frankenstein which will 
devour us if we do not bring it under control. 

I think it is fair that I submit to you a list of peonle who might 
have had some direct or indirect connection with the ICA or the State 
Department, who have retired with considerable knowledge of the 
proeram’s operations, and have no job to be afraid of losing, who 
might possibly testify before this committee. 

Mr. Ditton. I meant to say earlier that we would accept with 
pleasure your earlier invitation to have some people go up to your 
office to look at some of this correspondence. 

Mr. Passman. Some of it would probably be shocking to you. 

I invited Mr. Murphy over to look at certain letters with reference 
to overpricing. 


CRITERIA FOR MAKING LOANS FROM DEVELOPMENT FUND 


During the course of discussion of the Development Loan Fund 

in the hearings of this committee last year, Mr. Dillon acknowledged 
that no other lending agency would consider participation in these 
“soft” so-called loans. I had commented, as follows: 
This type of loan would be made when it had been declined by the Export- 
Import Bank, by the World Bank, and by all private lending institutions. When 
they decide they want no part of the transaction, then this program would con- 
sider the loan. 


Secretary Dillon made this response : 


That is correct. * * * One of the criteria for loans in the bill itself is that 
they will not be made if funds are available from other institutions. So that 
is a different way around of saying the same thing. 

Ts your opinion substantially the same this year ? 

Mr. Ditton. There should not be an implication drawn from that 
statement that these are bad loans. It has been stated many times, 
again by Mr. Black, that there is not enough capital available and 
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that the borrowing countries cannot afford to repay loans in hard cur- 
rencies that are well justified so far as the development of those coun- 
tries is concerned. 

In that context that is the reason for the Development Loan Fund. 
The individual projects are all projects that are as equally sound as 
projects which might be undertaken by these other organizations. 
Therefore there is not a difference between projects but more between 
the overall capacity of the countries to repay. 

For instance, there are some countries, such as Formosa, whether 
neither the World Bank nor the E xport-Import Bank as a matter of 
policy make any loans. They are not sure whether they would be 
repayable in doll: ars as a matter of policy. 

However, projects on Formosa can be just as sound—a road, a dam, 
or some other projects—as others. 

Mr. Passman. It would be all right to consider this if we were 
limiting it to one item. However, there is some $8 billion in foreign 
aid, including all the requests before this particular subcommittee for 
funds, the direct appropriation from the Defense Depi urtment which 
goes into foreign countries, and Public Law 480 and the other agencies, 
and most of the $8 billion is being given to these nations. But obvi- 
ously that did not appear to be sufficient, so we get something else, 
which you call a development loan. 

Mr. Gary helped develop this matter last year, but as he is not here 
now I shall quote only from my portion of the discussion. 

Witnesses commented to the effect that the development loan pro- 
gram would make it easier for the Congress to go along with the pro- 
gram and easier for recipient countries to accept our aid. 

I asked a question as to whether we had offended any of them. 
There had been $67 billion given. That closed that part of the com- 
ment. 


Mr. Hollister, then the ICA Director, acknowledged- 


It would be a very long-seeing person who could decide now whether or not 
those loans ultimately would be paid, and be paid in something which has real 
value. 

Throughout the period of the hearings witnesses would agree off me 
record that they did not think the so-called loans had any real value 
loans. 

When we would get back on the record the witnesses, with the notable 
exception of Mr. Fairless, would decline to express their views on this 
matter with frankness and candor. 


NEED FOR INCORPORATION OF DEVELOPMENT LOAN FUND IN LIEU OF 
ANNUAL APPROPRIATION ACCOUNTS 


During the hearings of this committee last year, Mr. Secretary, I 
believe you ¢ ommented concer ning the ICA projects : 


If the receiving country were a subsidiary of our Government, like the Army 
Corps of Engineers, then we could know that a given project would be well 
planned and carried out. When we were dealing with independent countries, 
which were free to make their own mistakes, we could not have that assurance. 


The testimony this morning indicates the opposite of your opinion 
last. year, does it not ? 
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Mr. Ditton. No. We plan to have engineering reports. I think 
that is what we meant last year. I would like to see the whole thing 
in context. 

Mr. Passman. We will find it for you at this time because I certainly 
do not wish to quote you out of context. 

Mr. Ditton. Iam not suggesting 

Mr. Passman. Let us get the hearings and see whether or not we are 
quoting out of context. 

(Discussion held off the record.) 





POSSIBILITY OF LEGISLATIVE CHANGES FOR DEVELOPMENT LOAN FUND 


Mr. Passman. Secretary Dulles and others appearing before this 
committee last year recognized our concern that congressional respon- 
sibility for control of the purse strings should be retained in the case 
of this Fund. Their statements were to the effect that if the Fund 
should not progress as well as they hoped, it would be possible to bring 
about necessary changes before too great an amount of public funds 
should become committed. What are the changes being recommended 
at this time ? 

Mr. Ditton. We have not found it necessary to recommend any other 
legislative changes. We think the Fund is functioning all right. We 
fully support what was said there earlier, that Congress should con- 
tinue to have all the necessary control over operations of the Fund. 


ADVANTAGES OF INCORPORATING LOAN FUND 


Mr. Passman. Mr. Secretary, in the face of what Mr. Dulles said 
last year, indicating that the Fund should remain unincorporated, 
what advantage would you have with a Government corporation that 
you do not have at this time? 

Mr. Ditton. The advantage of the corporation was clearly spelled 
out in the reasons set forth by the conference committee of the Con- 
gress last year. 

We feel that is correct, that it would further separate grants from 
loan activities so there would not be a mixture between the two. It 
would also set this matter up so we can recognize the long-term basis 
of this development process. It would avoid these possibilities which 
you referred to before, such as continued changes, by setting this up in 
a form which would have a solid organization, such as the Export- 
Import Bank has, which you could look to year after year. I think it 
would make the operation of the Fund much clearer to the undeveloped 
countries themselves. 

As I said in my statement, we have had some problem explaining 
thistothem. They tend to wish that it is exactly the same as the situa- 
tion was in the past, sort of part of the ICA, and we are trying to sepa- 
rate it out so they know it is for development and not just part of an 
overall aid package—an annual aid package. 

Mr. Passman. In a country where we have various types of aids, 
military might be classified, economic aid might not be. If you use 
the figure of total aid to a country you are not violating any classifi- 
cation, are you? 

Mr. Ditton. In the past I do not think so. Mr. Barnes points out 
that if you make the total public—publish the total of all aid, then by 
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subtraction it would be possible to arrive at the military figure which 
we try to keep classified. That would be a means of getting at the 
military figure which still would be classified. 

Mr: Paniwease Put it this way, then: So far as France is concerned, 
our Paid in the past 10 years has been $8,400 million. That amount 
was without any development loan aid program. 

Mr. Ditton. Yes. 

Mr. Passman. Now I think of nation A in the Middle East where 
the total aid has been $206 million since we started aiding that small 
country. That was without any development loan aid. Is that 
correct ? 

Mr. Ditton. There are no development loans there. 

Mr. Passman. We have nabceodel in distributing a tremendous 
amount of the American taxpayers’ wealth. This was done without 
any development loan program. 

Mr. Dion. Yes, sir. 


DEVELOPMENT LOANS INTENDED AS SUBSTITUTE FOR FORMER ECONOMIC AID 
GRANTS 


Mr. Wiceteswortu. I think it is fair to state the Development Loan 
Fund is in substitution, on a businesslike basis, for economic aid which 
was previously provided on a grant basis in very substantial amounts. 
This is an attempt to improve the situation. 

Is not that correct, Mr. Secretary ? 

Mr. Ditton. That is correct; yes. It is supposed to put develop- 
ment aid on a loan basis. That is the main reason we asked for the 
Fund last year. 

Mr. Passman. How are you going to be able to discount an under- 
standing, which I think is basically correct, on the part of the many 
Members of Congress, and many outstanding business people of 
America, that this is not actually a loan but in reality is another form 
of grant aid? 

You have heard statements to that effect, have you not? 

Mr. Ditton. I have heard some people make that statement. I do 
not think it is an accurate statement. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 


COOPERATION WITH WORLD AND EXPORT-IMPORT BANKS 


Mr. Passman. We were given to understand in last year’s testimony 
before this committee that the Development Loan Fund would not 
function where the World Bank or the Export-Import Bank was 
prepared to make loans. 

Is it now contemplated that Development Loan Fund will serve to 
complement the international lending agencies in the cases of some 
projects which these banks could not or would not fund in their 
entirety ? 

Mr. Drt1on. That first understanding must have been in error be- 
cause we always intended to work in areas, and by that [ mean 
countries, where the World Bank and the Export-Import Bank 
worked. One of the specific things we hoped to do was to work 
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together in projects which in certain cases might be too large for 
them to handle. 

What we try to avoid is any sense of competition with them, and 
we would not operate in areas of lending, not geographic areas but 
areas of lending which they were not fully able tu handle themselves. 
That is one of the basic criteria we still follow. 


NEED FOR INCORPORATING DEVELOPMENT LOAN FUND IN LIEU OF ANNUAL 
APPROPRIATION ACCOUNTS 


Mr. Passman. Now if we might return to our earlier discussion 
as to whether or not I quoted you accurately. Referring to page 804 
of the hearings, I shall read from the record: 


The answer, we concluded, lay in the fact that these were foreign programs. 
We could not control—and hence we could not necessarily predict—the actions 
of foreign peoples. 

If the receiving country were a subsidiary of our Government, like the Army 
Corps of Engineers, then we could know that a given project would be well 
planned and well carried out and would warrant the allocation of so much 
money in a given period of time. When we were dealing with independent 
countries, which were free to make their own mistakes, we could not have that 
assurance. 





I am perfectly willing to continue reading. 

Mr. Driton. It obviously is correct. I think if we are going to 
put it in I would like to put the whole statement in beginning with 
the paragraph up above. 

Mr. Passman. State where. 

Mr. Ditton (reading) : 


It was clear to us, however, that these were advantages which we could not 
realize so long as our development financing was based on annual appropria- 
tions and illustrative country programs. 

This posed a natural question: If most domestic programs could be effec- 
tively carried out through these procedures, why couldn’t this also be done in 
the case of foreign programs? 

The answer, we concluded, lay in the fact that these were foreign programs. 
We could not control—and hence we could not necessarily predict—the actions 
of foreign peoples. 

If the receiving country were a subsidiary of our Government, like the 
Army Corps of Engineers, then we could know that a given project would 
be well planned and well carried out and would warrant the allocation of so 
much money in a given period of time. When we were dealing with inde- 
pendent countries, which were free to make their own mistakes, we could not 
have that assurance. If we act as though we did—by making overall annual 
country allocations in advance—we deprive ourselves of the ability to respond 
to changing conditions and to reward or penalize good or bad performance. 
This ability seems essential to an effective lending institution. 


What we were talking about was the difference between the annual 
aid allocations made in advance and the study of projects without 
any particular time limit regarding the funding. 

Mr. Passman. It does not mean, then, that many of these projects 
would be projects where we did not have engineering data from our 
own people? 

Mr. Ditton. No, sir. We generally get hired engineers. Mr. 
McIntosh can develop that in greater detail. We will hire engineers. 
Sometimes we use Government engineers, Export-Import engineers, 
and there would be times when we would use Public Roads, or the 
Army Corps of Engineers. 
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Mr. Passman. There is a record that some of these projects are 
poorly planned. 

You have read into the record, and I am glad you did, the re- 
mainder of your statement, and I believe it makes my point better 
fortified. 

We might be in agreement that America has the finest banking 
system known to mankind, past and present, and that these banks are 
seeking sound investments abroad wherever there is a reasonable 
degree of assurance that their assets will not be confiscated. 

We already have the Export- Import Bank, the World Bank, 
please tell me if you can why there is justifiable need, if such epics 
to establish another Government corporation for the development- 
loan program if the purpose is not to some extent at least to remove 
this function from the immediate control of the Congress and the 
Appropriations Committee. 

Mr. Ditton. The purpose is this, as I have indicated before: Stu- 
dents of the world economic situation, and again I refer to Mr. Black, 
point out that there is a real and vital need for a source of financial 
credit for these developing countries in the free world in addition 
to the funds that can be made available through ordinary sources, 
such as the World Bank, the Export-Import Bank, and private 
sources. That is the fundamental reason for creating this Develop- 
ment Loan Fund. ; 

I wish to assure you once again it has nothing to do with trying 
to reduce the controls of the Congress or the knowledge of the Con- 
gress over what is going on. 


AUTHORIZATION, APPROPRIATION, AND OBLIGATION FOR LOAN FUND 


Mr. Passman. Last year the President requested an authorization 
for $2 billion for the new Development Loan Fund, with $500 million 
of this total to be made ¢ urrently available ? 

Mr. Ditton. He requested a total authorization last year of $2 
billion for 3 years, of which $500 million was to be made currently 
available and $750 million in each of the 2 succeeding years. 

Mr. Passman. He requested $2 billion ? 

Mr. Ditton. That is right. 

Mr. Passman. With $500 million available for immediate obli- 
gation ? 

Mr. Dition. Yes. 

Mr. Passman. And $750 million for each of the 2 succeeding years, 
without needing to come back to the Congress for additional authori- 
zation ¢ 

Mr. Ditton. That was correct. 

Mr. Passm AN. The Congress, after hearing the testimony, appro- 
priated only $300 million. and the Fund actually has been able to 
obligate only approximately $125 million of that amount? 

Mr. Ditton. That is roughly correct. I might say again that the 
point of the Fund was that we would not have to obligate money 
within any particular fiscal year’s period but would have the oppor- 
tunity to study and work up programs without date limitations, the 
same way as the World Bank and the Export-Import. Bank do. 
Therefore I do not think there is any great. significance in the fact 
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that the $300 million is not fully committed now, but it will be by 
the end of the fiscal year or shortly thereafter. 

Mr. Passman. I think it has been stated before the committee al- 
ready during these hearings that there would be on hand unobligated 
in the Fund approximately $175 million on June 30, 1958. I wish 
to be corrected if that has not been stated before the committee. 

Mr. Drtton. I think something like that is probably correct, tak- 
ing the statement of Ambassador McIntosh that we do not count an 
obligation until such time as the detailed loan agreement has been 
fully worked out and signed. But from the point of view of these 
letters of advice which are commitments, he gave later informa- 
tion which shows a considerably greater amount would be actually 
committed. 

Mr. Passman. As of last week, then, even though the President 
had asked for $2 billion, only $125 million would be obligated with 
$175 million out of the appropriated $300 million on hand unobli- 
gated. You say you will revise those figures? 

Mr. Driton. The other $175 million would be in the process of 
obligation. Some of it would be committed so far as foreign coun- 
tries are concerned, although not legally obligated so far as we are 
concerned. 

Mr. Passman. There is no limit to what you could obligate if you 
had the funds? 

Mr. Ditton. If we found reasonable projects and we thought they 
were good projects which we were willing to finance and ‘thought 
worthwhile. 

Mr. Passman. And resources to back them up? 

Mr. Drtxon. That is right. 


PRESIDENT’S FUND FOR ASIAN ECONOMIC DEVELOPMENT 


Mr. Passman. The situation certainly reminds me of the unreason- 
able request also made for the Asian Presidential fund. cause of 
the record some are wondering just how unreasonable the beatles 
department can be in its request to spend the American taxpayers’ 
dollars which first have to be borrow ot before they can be spent. . 

I was subjected to some criticism on the Asian fund. T believe 
you asked for $200 million ? 

Mr. Ditton. That is right. 

Mr. Passman. The Congress allowed $100 million, and we were 
criticized for making the reduction. 

Two years later you still had obligated only about $7 million of 
the $100 million. Is that correct? 

Mr. Mourpnuy. That is right, yes. 


AUTHORIZATION, APPROPRIATION, AND OBLIGATIONS FOR LOAN FUNDS 


Mr. Wiaecresworrn. I understood that the statement was made 
with regard to the $2 billion of authorization over a period of 3 years 
originally requested by the President, that the Congress made avail- 
able only $300 million. 

Mr. Passman. That is right. 

Mr. WicereswortH. My understanding is that we made available 

$300 million with respect to fiscal 1958 and in addition to that we au- 
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thorized a further appropriation of $625 million with respect to fiseal 
1959. 

Mr. Passman. That is correct. 

Here is a program where the President requests $2 billion, with 

$500 million available for immediate obligation, $750 million for each 
of the 2 subsequent years, a total of $2 billion that you would have 
had on hand for obligation in those 3 years. 

But the Congress dec ided otherwise and allowed only $300 million 
in cash appropriations with the authority for $625 million in sub- 
sequent years. We have heard the testimony that you were able to 
obligate only $125 million with $175 million remaining on hand un- 
obligated as of June 30, less any revision that might be submitted to 
the committee in today’s testimony or subsequent testimony. 

Have I made a substantially correct statement ! 

Mr. Ditton. That is substantially correct, but that does not reduce 
our needs at all. This obligating procedure, as it goes along, takes 
some time to get underway. 

As you are well aware, when you start a new program it often takes 
longer than expected. 

It took us longer to obtain the services of Ambassador MeIntosh 
than we expected and to get this organized. 

Also, since this was a totally new program, based on requests from 
other governments, it took those a little longer to come in. So we did 
not actually start this procedure of approving loans until just a month 
or 2 ago, and now it will operate at a much faster rate. 

I do not. think we can make any reasonable inference from the fact 
a re were on ily $125 million e xpec ted to be ¢ bligated by the end of th 
year. That is a reasonable : amount for a fiscal year. It is far Lehi 
what would be the case when we are fully operating. 

Mr. Passman. You think that under the circumstances, if the 
Congress should allow the $625 million, in addition to what was ap- 
propriated, the plan could be carried out successfully ¢ 

Mr. Ditton. For the ensuing years. 

Mr. Passman. Why did the President request an unreasonable 
amount. last year? 

Mr. Ditton. He requested $750 million. 

Mr. Passman. Plus $500 million, making it total $1,250 million. 

Mr. Duzon. I would think in the first year it turned out we got 
underway a little slower than we had expec be to. That is probably 


the reason for the slowness during the first year, which I would be the 
first to recoonize. 


CONGRESSIONAL REDUCTIONS IN APPROPRIATIONS 


Mr. PAssman. You are the coordinator of the entire program, mili- 
tary, economic, and ores ne under ICA. You know that the mili- 
tary has fought us every year, with fine witnesses and good, conscien- 
tious Americans. satioctinas? we had almost wrecked their programs 
by reductions. But each year, afterward, they would come back in 
with unobligated funds which would have lapsed if the Congress had 
not. re: PPrOpT iated them. 

This year they are almost admitting that in the past our actions 
were raatified by the facts, and that now they would operate on an 
annual expenditure of $2.2 million and a lead time of 18 months. 
Therefore, they are asking this year for only $1,800 million. 
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I think the record is clear that in almost every one of these ip 
grams in the past we have appropriated more money than could be 
reasonably obligated. 


PLACING OF BUDGET ON ANNUAL ACCRUAL BASIS 


It is a well-known fact, of course, that the House recently approved 
the bill H. R. 8002 requiring that the Federal budget estimates be 
submitted on an annual accrual basis, among its other provisions. 
Does this legislation not mean in effect that the appropriations re- 
maining unexpended at. the close of the fiscal year shall revert to the 
Treasury? T feel confident that many who voted for the bill inter- 


‘preted it to have this meaning. If such is the intent of H. R. 8002, I 


am wondering what its effect would be with respect to the unspent bal- 
ance of $175 million remaining in the Development Loan Fund. 

Mr. Ditton. I would not try to answer that question. 

Mr. Passman. If it should become law before the enactment of the 
mutual seenrity bill now under consideration. is it not the intent of 
H. R. 8002 that this unspent balance also would be canceled out ? 

Mr. Driton. IT am told no, because Development Loan funds are no- 
year funds and do not run out. 

Mr. Passman. How would it applv to the other unobligated funds? 

Mr. Gary. T think the administration has been wholly inconsistent. 
I was personally opposed to H. R. 8002. 

The administration said “We ought to put appropriations on an 
annnal accrual basis.” 

At the same time it recommended this program, which puts these 
funds on an unlimited basis, so they would not be on an annual accrual 
basis. 

Consequently, the administration in my judgment has been abso- 
lutely inconsistent. 

Mr. Passman. I think the gentleman from Virginia, the former 
chairman of this committee, is correct. 

Ts it not auite obvious from the record that under the provisions 
of H. R. 8002, if we should meet the request of the executive depart- 
ment this year, that a large percentage of the appropriated funds 
would be on a no-vear basis and could continue spending? 

T refer to the military, to certain parts of the foreign-aid program, 
and I referr to the bill that you have now introduced which would set 
up a corporation. 

You would take it out from under the provisions of this bill, would 
you not ? 

’ Mr. Ditton. Development Loan Fund would not be changed in that 
resnect because it has no-year money. The fact it was incorporated 
mekes no difference. 

So far as the technical part of the bill is concerned I will ask Mr. 
Murphy to answer that. 

Mr. Mrreny. Aside from the $25 million estimated unobligated 
in the military portion, available until December 31 of this year, and 
any balance which might remain in the Joint Control Area appro- 
priations, which is available until September 30, 1958, all the rest of 
our money lapses on June 30. 

Mr. Passman. And the Development Loan Fund? 
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Mr. Mureny. You already mentioned that. 

Mr. Passman. That is continuing? 

Mr. Murruy. Yes. 

Mr. Passman. All military is on a no-year basis? 

Mr. Murpny. No, sir. It is 18 months. 

Mr. Passman. I am talking about military outside of this appro- 
priation. 

Mr. Morpny. A large part of it. 

Mr. Passman. A large part is no-year appropriation ? 

Mr. Mureuy. That is right. 

Mr. Passman. Which means that about the only funds that would be 
limited by this legislation would be the projects here in America 
which would mean something to the American economy. 

Mr. Dition. State Department appropriations also would be 
limited by it. 

Mr. Passman. We are having hearings earlier this year and you 
are doing a good job obligating - funds. I don’t know whether or not 
you are to be commended for this. But there will be revisions of 
these figures before this bill goes to the floor of the House. I think 
that fact should be noted at this time. 


I should like the record to show that I also voted against H. R. 
8002. 


WITHHOLDING OF FUNDS BY THE BUREAU OF THE BUDGET 


Mr. Anprews. Mr. Secretary and Mr. Murphy, I have been serv- 
ing on the Armed Services Subcommittee of the Appropriations Com- 
mittee. We found that in many cases, after Congress appropriates 
money for a certain purpose for the military purposes, that the Bureau 
of the Budget will step in and stop the services from spending money 
for those purposes. 

Have you had any experience with the Budget Bureau stopping 
you from spending money for any of these projects ? 

Mr. Ditton. The Bureau of the Budget approves all aan pro- 
grams before we can go ahead and spend the money. I don’t know 
whether they have stopped any. 

Mr. Murruy. They are all subject to the same apportionment pro- 
cedure that you referred to. I am not aware of any particular diffi- 
culty caused in the program by failure of the Bureau to apportion 
funds. 

Mr. ANnprews. We appropriated money for both the National 
Guard and the Reserve units. The Budget Bureau would refuse to 
apportion money for the construction of those armories and those 
projects. 

Two years ago we appropriated money to keep the Marine Corps 
at a certain level. 

The Budget Bureau refused to apportion the money at the levels 
that the Congress had approved, and as a result the strength of the 
Marine Corps was reduced below what the Congress intended it to be. 

You do not recall any cases where the Bureau of the Budget 


has refused to apportion money for any of these projects in your 
ICA program ? 


‘ 
25164—58-————- 23 
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Mr. Murruy. No,sir. Our difficulty, if you can call it that, usually 
comes about with respect to a rate of obligation rather than the amount 
for a given activity. 

Sometimes the Bureau thinks that the plans of the executive branch 
are optimistic with respect to their ability to obligate within certain 
periods of time and will reduce an apportionment request to an 
amount which they think is more realistic. 

However, with respect to actually taking and striking out a project 
or refusing money for it 

Mr. Anpvrews. They do not strike it out. They refuse money for 
it which is one and the same thing. 

Mr. Passman. Your reply is that they have not frozen funds and 
have not refused money for it? Isthat what you said ? 

Mr. Murreny. With respect to withholding funds for a given project 
or activity, [am not aware of any difficulty. 

Mr. Anprews. None of those cases have arisen so far as ICA is 
concerned or any of your programs ? 

Mr. Morpny. That is right. 





PRESIDENT’S CONTROL OF RATE OF EXPENDITURE 


Mr. Wiceieswortu. I would like to observe for the record that 
whether or not we like it as Members of the Congress, every President 
in this country as far back as I can remember has reserved the right to 
control the rate of expenditure. 

I do not think we have any power to compel the Executive to spend 
money simply by appropriating it. 

Mr. Passman. The gentleman is absolutely correct. I certainly 
concur with the thinking of my colleague from Alabama that there 
are many instances, in flood control, drainage, and other public works 
programs, and in the case of other departments, where the Bureau 
withheld funds that the Congress had legally appropriated and where 
the Bureau said the money could not be spent. 

There is no instance where anything of such nature has developed in 
the case of foreignaid. Isthat your point? 

Mr. Anprews. Yes. 

There are many cases where the Budget Bureau froze the money 
or refused to make an apportionment. 

Mr. WiceieswortH. That was true with the administration under 
President Truman, true under President Roosevelt, and true under 
any President as far back as I can recall. 

Mr. Anprews. It is true as long as we have a Budget Bureau. 

Mr. WiccLeswortH. Or we would have no economy. 

Mr. Gary. There is no criticism of the President. The fact is that 
the President last year, because of the tremendous clamor for economy 
in this country, sent out a message to the heads of each Department 
of the Government directing them, regardless of appropriations, to 
hold their expenditures to the same amount as was spent the year before 
if it was possible to do so. 

Asa result of that practically every Department froze certain funds. 
I know the Treasury Department froze $3 million appropriated by 
the Congress for the Coast Guard Reserve program and they froze 
funds of practically every division of the Treasury Department. 
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That is what the gentleman from Alabama was talking about. He 
asked if there had been a similar freezing of funds in the ICA. As 
I understand it, the answer is “No.” 

Mr. Passman. That was my understanding. 

Mr. Murreny. Mr. Chairman, the answer I gave was with respect to 
the apportionment process which is the process that controls the rate 
of obligations. I did not refer at all to expenditures, and I do not 
want to be misunderstood. Actually, in fact 

Mr. Passman. You were referring to obligations, were you not? 
There has been no freeze or withholding of obligations? 

Mr. Murrny. That is correct. 

Mr. Passman. Once you obligate you have to pay the bills when 
they come in? 

Mr. Morrny. That is correct. 





USE OF FOREIGN CURRENCIES IN OTHER COUNTRIES 


Mr. Passman. Mr. Secretary, under the Development Loan Fund 
program, is it true that, if you make a loan to, we shall say, country B, 
and you accept payment in local currencies of country B, you cannot 
spend those local currencies in any other nation? Is that true with 
respect to this type of loan ? 

Mr. Ditton. As a practical matter, the local currencies of these 
underdeveloped countries at the present time are not of much use to 
spend outside their own borders. 

Mr. Passman. But under the terms of the contract you spend the 
money in their countries ? 

Mr. Ditton. That is not in the terms of the contract we have made 
so far. Under the terms of the contract, in repayment matters, we 
would have a right to use those local currencies. 

Mr. PassmAn. At any time that you want to? 

Mr. Ditton. Whenever we want them. As a practical matter we 
only use them outside the country concerned in agreement with that 
country, becaues otherwise they would be the equivalent of a dollar 
loan. 

Mr. Passman. You couldn’t take the currency, if you made a loan 
to country B, and spend it in some other country, without country B’s 
permission in the contract ? 

Mr. Ditton. That is correct, sir. 

Mr. Passman. What would be the effect of spending this currency ? 
Assuming Country B should produce rubber, it ships it out, we have 
an emergency and we would need rubber. We would place an order 
with country B for rubber. Country B might then say, “If we ship 
rubber to the United States, they may repay us in our own currency. 
We would find a better customer in some other nation.” 

Have you explored such a possible predicament as that ? 

Mr. Dixon. I do not think that is a real predicament. The problem 
there is that, while we are trying to assist these countries in their de- 
velopment, we are trying to make available to them additional re- 
sources for development. 

When we get paid back in local currencies, if we used those local 
currencies to take local resources they may have available for export, 
such as rubber, which you mentioned, and buy with those local eur- 
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rencies, it would be the exact equivalent as far as that country. was 
concerned of making a repayment in dollars. To that extent we 
would be removing an additional resource from the country. As long 
as that country remained in the status of an underdeveloped country, 
I think we would not do that and would allow them to sell their rubber, 
as an example, for dollars or for other hard currencies. We say that 
at some time in the future, as their development gets further along 
and they do not have so much need for additional resources, that then 
we think the time will come when we can begin to use their resources, 
both by bringing them home for ourselves and in third countries. 

Mr. Passman. What if they did not get so far along and we should 
wind up with all these local currencies—10, 15, 20, 30 years from now. 
What would you do with that money ? 

Mr. Ditton. Our whole program is aimed at increasing develop- 
ment of these lesser developed countries. I certainly do not want to 
contemplate what the results would be if our program 20 years from 
now was a total failure. If they were still free, it would be a very 
serious question. 

Mr. Passman. Some of these countries are thousands of years old. 

Mr. Duton. That is correct. 

Mr. Passman. During these many centuries of their existence they 
have failed to develop a sound economy. 

Mr. Ditton. They have had an economy of a different sort. The 
world, as you well know, is in a state of very rapid development. This 
rapid industrial development, even in our own part of the world, has 
only taken place in the last century or so. These countries are moving 
into that era now and moving into it very rapidly. 

Mr. McInrosu. Some of those ancient countries have made more 
progress in the last 10 years than in the previous 200 years. 

Mr. Passman. I do not argue that point. Many of them are thou- 
sands of years old. 

Mr. Dutton. That is right. 

Mr. PassMan. You propose to go in with a loan. You hope that 
during the duration of this loan we will help develop their countries 
to such a point that their currency is as valuable as our dollar. Un- 
til such time as that currency reaches the point where it is as sound 
as our dollar, the currency is of no value to us, is it ? 

Mr. Ditton. The value of their currency is merely a reflection of 
their development. When they reach a state of development where 
they can produce goods which are more or less excess to their needs, 
and can trade them, then their currency will be good. That means 
they will be developed, or at least well advanced on the road to devel- 
opment. 

Mr. Passman. That is all based upon the assumption that this pro- 
gram is going to work out as planned, and the economy is going to 
go forward. The fact remains that if the chips were to be down 
2 weeks or 2 months or 2 years from now, and we had local currency 
in repayment of these loans, if they were still considered underde- 
veloped, you wouldn’t expect them to permit us to bring the rubber 
or tin out and receive pay in that currency ? 

Mr. Dron. No, sir. 

Mr. Passman. For all practical purposes, as far us exchange is 
concerned, the currency would be of no value to us in a condition 
such as that ? 
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Mr. Ditton. It would only be of value to us to relend and further 
help the development of these countries. 

Mr. PassmMAan. We could not bring anything out of the country 
against it? 

Mr. Diiton. No, sir. 

Mr. Passman. When you receive this soft currency, where is it 
stored? Do we bring it into this country? If we are repaid in the 
soft currency of that country, is it an I O U, an agreement, or do 
you actually come into physical possession of the currency ? 

Mr. Ditton. I would think it would be on deposit in the banks of 
the country concerned. 

Mr. Murrny. It would be deposited to the account of the United 
States. 

Mr. Passman. What if they do not have soundly backed, bank in- 
surance and the bank should fail ? 

Mr. Ditton. It would be deposited and if the United States were 
to find itself in that position we would probably take the same losses 
as depositors. 

Mr. Passman. We have possession of the foreign currency only in 
name ? 

Mr. Mureny. The same as we as individuals have possession of our 
checking accounts. 

Mr. PassMan. In this country there are certain bank guaranties. 
Are these banks not at times changing hands and failing ? 

Mr. Ditton. No, sir. I should point out that many of the banks 
in these countries, or most of them, are government-owned or con- 
trolled banks and as such the deposits of our Government in these 
banks have a character of intergovernmental obligations. 


AMOUNT OF FOREIGN CURRENCIES OWNED BY UNITED STATES 


Mr. Passman. Could you state, for the record, the amount of soft 
currencies now in hand or to the credit of the United States in these 
foreign countries under loans that we make under the soft currency 
program ¢ 

Mr. Driton. We will do so. 

Mr. Mureny. The unexpended balance of all currencies adminis- 
tered by agencies of mutual-security program, Mr. Chairman, as 
of June 30, 1958, is projected at $1,880 million equivalent. 

Mr. PassMan. $1.8 billion equivalent in soft currencies from how 

many nations? 

Mr. Murruy. I would have to count the nations, Mr. Chairman. 
I don’t have a current figure on that. 

Mr. PassMAn. Does that include Public Law 480 funds? 

Mr. Murpny. Yes, sir. That would consist of Public Law 480, title 
I loans, mutual security program—United States-owned foreign cur- 
rencies—resulting from agricultural sales, counterpart, owned by the 
other government, on which we exercise control and $30 million of mis- 
cellaneous items. 
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ICA PERSONNEL 


Mr. Passman. I think that we should check with the Comptroller 
about the increase in personnel, or the actual number of personnel 
in the ICA agency. 

Do you have a record, going back to its inception, Mr. Murphy ? 

Mr. Mourpuy. We have a record that goes ack quite a way, Mr. 
Chairman. 


Mr. Passman. Let us consider the agency in 1948. 


FOREIGN CURRENCIES BY COUNTRY 


Mr. Gary. Mr. Chairman, before we proceed to that, I wonder if 
we could have a breakdown of the figure that he just gave us, accord- 
ing to countries. 

fr. Passman. Yes. I have about 35 questions that you have not 
submitted information on yet. Do you have that information by 
country and number of nations? 

Mr. Morruy. The local currency ? 

Mr. PassmMan. Yes, sir. 

Mr. Gary. Can that be furnished ? 

Mr. Morrnuy. Yes, sir. Absolutely. We will put the number of 
countries in the record. 

Mr. Gary. And the amount of local currency for each country. 
Just put it in the record. 

Mr. Morpny. Yes, sir. 

Mr. Gary. I think we should have that information. 

(The information follows :) 
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Foreign currencies administered by MSP agencies,’ estimated unexpended deposits 
as of June 30, 1958 


{In millions of dollars equivalents-agreement rates] 


Region and country 


Europe: Amount 
IG ios on Sad eS used ae ee ee ee 43 
IE oo ce a: sa ok cc tans nick tao aca ee ere 2 
SM a5 igh eid Alas Bsus an ss alban huss che aaa de a cla, a ee ae 11 
IIs a cach So aa eS eee oP hes eae oy cara es ee ced act ae 1 
iserimeiny. PeGetar Tenens. os 25 2S a ea nc whem cencde cata 29 
NIN Sc Ghote a: On a i ee ee ee sacl ina a 14 
BI inate ices co eg ele hx coda ches acne eae Se wee 88 
SI 5 wn ah cs oSae an ch a ed 93 Oe ce sy te oe ee, 5 
PUTT OTIIIEID SS os is oe hs ce eta ee ee el 2 
| EES WE UE Ue I ORE wert tien 2 Re eT ee me 3 
a ee Ce 150 


United Kingdom 


RE LOIN LI LIOR IEDs LO COL ROE AD BN! 20 
IN = 3 eect ed wake tee ones ean eee 230 
Sn, PAROOS. 2G ede dots oe ee eee 598 
Africa: 
MIPS i ts ox ad So-ms wos a5 26s ahs ee 2 pave an Warts kw a ac Ee tas ac ed re 1 
REO oc te ca keene oe ake eee 5 Ansaid eee ee 20 
As, PAE EMIL os a's! Seacrest teen adele casein abe eae eye 21 
Near East, south Asia: Sane 
WaeneeOen e.g 3. Sa Eas cuca eee wes oe es be le eee 5 
CINE i a io dharma die dokeeds wn REC ee ee ; 1 
a a i IE a a er a al all a a 16 
I oa asa ax ens dace og sate aca cen a ne ha Sea 142 
NS re See NG Fey PS Eh 3 a eee een ele Manne ened eer ee ee 220 
BOONE ict alas ts inc bd Beto dada d lec ade ee Oa ee eee 1 
i i le 13 
ra ee i eee ee 2 
eee se rec tg Fe SAL ite 2 se ae) A be Ee Se 102 
POPE 2035 a 8 ss a Le ie ea a = ee ere 103 
EL, FOG SOU BOB ic ic cicncnunsacentnmcstdnanue nue 605 


See footnote at end of table. 
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Poreign currencies administered by MSP agencies,' estimated unexpended deposits 
as of June 30, 1958—Continued 


{In millions of dollars equivalents-agreement rates] 


Region and country 


Far East: Amount 
ne er pee me a a he a ee 21 
i Se eee Oe aaa Sk Oe Sie ea a 6 
nT aN) <== ee ee A ee a ee ee eee 43 
I ee ed wes Sent ee Soe Chen eer : 96 
SE ee ee eet Tare See eye te Beek oe Be a RE, 334 
rer re 8 ot eee Aes 8 in oe ville x eens 2 
CRI = 75 oe oe ee es oo oe nw wo nee ee 28 
NINE ceo mo ras Ae nen ae SO 3 8 a Sr er Cee 4 
NURI = = = Se go = cle i te en a re A hs al rl neat eee 54 

DP INOG. «-) . 20s cuba sit nkaeeRubn weneGatiet asepore we 588 

Latin America: 

No Be eS Ee ee ee 9 
RNIN A Wis St oe a ae in oe ed ge Ol ee 9 
Rs ori 5 ie Bee ee ee. ae 2 
RI cr a SR ea ee ee . 23 
Pt = © = oo = oe Yb oT ee - sn a ine eed: ee 2 
NE mr re = 3 eld =~ ns oe OAS @ = 5 oe oe ee ee we ee 2 
a Se a eae a ee a ee 13 
MNIR Ris 2 = Se oso s stent aie bck SE eet ee ee 2 
ETE PIO ns 2 sa ws as de wren nereenen emi 62 
waeestneted: Public Law 480, title I>. - =~. 2506s cient ccc ae 6 
IRON 8 a ar Bn ee a no a es ee eo ee 1, 880 


1 Includes the following types of currency: MSP (United States owned); counterpart; Public Law 480, 
title I; and miscellaneous other currencies, including receipts from Public Law 480, title IT. 


Mr. Passman. We shall give you a list of the other questions that 
pertain to the 75 countries. I should like to give them to you so you 
can bring the information down. Just putting them in the record 
will not be of help to us unless we have an opportunity to talk about 
them. 

Mr. Ditton. We have all the files with us on the Development Loan 
Fund, including those things for India, which I thought you might 
want to talk about today. 

Mr. Passman. There is a lot to be said about India. 

Mr. Ditton. We will bring these files back, if you wish. 

Mr. Passman. You will need to bring those back. 


NUMBER OF ICA PERSONNEL 


I have been given these figures. Of course, you have changed the 
name of the organization, from Economic Cooperation, Mutual Secu- 
rity Agency, FOA, ICA. I think the personnel figures would be for 
the agencies. I will insert this sheet. I want to find out if I am 
inserting the correct figures. 

Mr. Mitier. So I can follow you, Mr. Chairman, who supplied those 
figures? Are they agency supplied ¢ 

Mr. PassMan. You might discuss this matter with the Civil Service 
Commission. 

Mr. Miter. You got it from a Government agency ? 

Mr. Passman. I would rather say that the information was pre- 
sented to me as authentic. I shall in every case ask the Comptroller 
if the figures are accnrate. 
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Mr. Mitter. I am not concerned with the source. I am concerned 
with whether they are accurate figures. 

Mr. Passman. I am endeavoring to find out if they are. 

In 1948, 571. 

Mr. Murpuy. The earliest figure I have here at the moment is Jan- 
uary 1953. 

Mr. Passman. What do you indicate for January of 1953 ? 

Mr. Murruy. Total employees paid directly from United States 
Government funds, 7,556. 

Mr. PassmMan. 1954? 

Mr. Mureny. Any particular month, Mr. Chairman? 

Mr. Passman. At the end of the fiscal year. Let us follow through 
on that basis. 

Mr. Murreny. I gave you January. 

Mr. Passman. Let’s go back to June. 

Mr. Morpuy. June 30, 1953, 7,148. June 30, 1954, 6,391. June 30, 
1955, 7,021. June 30, 1956, 9186. June 30, 1957, 9,164. Of course, 
1958 I gave you a figure of February 28. 

Mr. PassmMan. Give me a figure, if you will, as of December 1957. 

Mr. Mureuy. December 1957, 10,341. 

Mr. Passman. You have not come in contact anywhere with a figure 
of 12,095? 

Mr. Murpeuy. No, sir. I am not familiar with that figure. 

Mr. PassMAN. Does this include personnel that you employ on con- 
tract, such as the engineering firms and their personnel ? 

Mr. Murruy. No, sir. Those are not paid directly. 

Mr. Passman. These you have given are directly on the payroll of 
ICA? 

Mr. Murpny. Yes, sir. 

Mr. Passman. What is the number of personnel paid out of ICA 
funds but with the funds paid to some contracting company or 
engineering firm? 

Mr. Murrpny. As of a recent date, Mr. Chairman ? 

Mr. Passman. Most recent—December 31. 

Mr. Murenuy. December 31, United States nationals employed by 
contractors receiving program funds, 2,071, sir. 

Mr. Passman. What was the other total for December? 

Mr. Moureny. The other total of course includes locals. 

Mr. Passman. We want the total, of course. 

Mr. Morpny. 10,341. 

Do you want the number of locals in that, sir? 

Mr. Passman. Yes; locals, too. 

Mr. Murpnuy. They were in that—4,858. 

Mr. Passman. What would the grand total be, then? 

Mr. Mourpny. 12,412 is the way I add it across the board. 


LIST OF CONTRACTORS AND LOCATION OF CONTRACT WORK 


Mr. Passman. Heretofore have you furnished the committee a 
breakdown of the contractors, the personnel, and related facts? Could 
you indicate the number of contractors and number of engineering 
firms and their locations for the record ? 


Mr. Murpnuy. Yes, sir. We could research that. We have last 
year’s figures. 
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Mr. Passman. You are paying them all the time. 


be a matter of record? 
Mr. Murpny. Yes, sir. 
te do it, Mr. Chairman. 


Would it not 


We will have to dig it out. We will be glad 


Mr. Passman. We should like to receive that data. 


Mr. Murry. Yes, sir. 
(The data to be supplied follow :) 
United States contractor 

Ramy Alexander, New York, N. Y-------- 
University of Arizona, Tucson, Ariz__---- 
American University of Beirut, New York, 

I a i a cosine ree cesta ak dean 
Michael Baker, Jr., Inc., Rochester, Pa__-- 
Michael Baker, Jr ——Harza Engineering Co., 

Rochester, Pa 
Battelle 


Memorial Institute, 
Harry T. Bellamy, Evanston, [ll 
Paul O. Berg, Fort Wayne, Ind_---------~ 
Thomas J. Brennan, Morgantown, W. Va__ 
William E. Byrne, P. E., New York, N. Y--- 
University of Buffalo, Buffalo, N. Y_------ 
Sidney L. Buffington, ‘Somerset, Meme... 
Valery Burati, Takoma Park, Mad i ts cosh aad 
Burt B. Burlingame, Berkeley, Cites 
Dr. Joseph F. Butts, Corvallis, Oreg 
Walter Butler Co., St. Paul, Minn__---_---~ 
University of California, Berkeley, Calif___ 
Ralph W. Canada, Fort Collins, Colo__-_-- 
Capitol Engineering Corp., Dillsbury, Pa--- 
Walter H. Channing, Detroit, Mich 
University of Chicago, Chicago, Ill__-_---_ 
Gerald Harry Clement, Guilford, Conn__-~ 
Columbia ee Teachers College, New 
York, Tilia suid dh vipeh cinbanaeitittaindicd mimsiaiieieaels 
bumrels § State University, Boulder, Colo__- 
Continental Allied Co., Washington, D. C__ 
Earl F. Cook, Marblehead, Mass 
Cornell University, Ithaca, N. Y------..-- 
Council on Social Work Education, New 


George C. Crewson, Jr., La Grange, Ill____ 
Daco Machine & Tool Co., Brooklyn, N. Y_- 
Louis Elkin Davis, Berkeley, Calif_._._..-__ 
Day & Zimmerman, Philadelphia, Pa_..___ 
Isaac Delgado, Central Trades School, New 

NN eee ain 
Deleuw Cather & Co., Chicago, Ill 
Design Research, Inc., Chicago, Ill.-..-__- 
Dr. N. W. Desrosier, West Lafayette, Ind__- 
Robert C. Dietrick, Baldwin, N. Y.------- 
A. L. Dougherty Overseas, Inc., New York, 
Dr. Charles Duckworth, Berkeley, Calif____ 
Ebasco Services, Inc., New York, N. Y 
Edwards, Kelcey & Beck, Newark, N. J 
Charles R. Enlow, Fowler, Ind_...-_------ 
English Language Services, Inc., Washing- 


University of Florida, Gainesville, Fla 
Ford, Bacon & Davis, New York, N. Y 
Ellery R. Fosdick, Washington, D. C__---- 
George Fry & Associates, Inc., Chicago, Tl__ 
Edward James Gauthier, Stevens Point, 


Country 


Lebanon 
Cambodia 


Jordan 


Lebanon 
Pakistan 
Pakistan 
Kenya 

Libya 
Paraguay 
Philippines 
Europe 

Europe 

Europe 

Kenya 
Indonesia and Italy 
Europe 
Vietnam 
Europe 

Chile 

Italian Somalia 


Afghanistan 
Pakistan 
Israel 
Austria 
Philippines 


India 
Pakistan 
Pakistan 
Europe 
Vietnam 


Uganda 

Iran and Turkey 
Iran 

Europe 
Pakistan 
Cambodia 

Spain 

India 

Iraq 

Kenya 


Yugoslavia 


Afghanistan 

Costa Rica 

Pakistan and Bolivia 
Yugoslavia 

Tran 


Europe 
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United States contractor 
Georgetown University, Washington, D.C__ 
Earl W. Glen, Bethesda, Md_______________ 
Gibbs and Hill, Inc., New York, N. Y 
Gilbert Associates, Inc., Reading, Pa... 
William Gomberg, University City, Mo_--- 
Government Affairs Institute, Washington, 
D.. Qu nccnncthdduiinn ete waaeea 
Clarence F. Graser, Orange, Conn... .._ 
Dr. Adolph E. Grunewald, East Lansing, 
TN is scenic cncn nets ci ain ade ami 
Fred A. Hagel, Kalispell, Mont 
H. C. Hanson, Seattle, Wash.............. 
Harvard College, Cambridge, Mass______-_ 
Kelvin K. Henness, Casa Grande, Ariz... 
gonn T. Eifiton, Raleigh, N. O..w...cedan 
Dr. Edmund Hoffman, Baltimore, Md_-.... 
Clay H. Hollister, Cleveland Heights, Ohio- 
Howell &. Co., Washington, D. C____-----~- 
Hycon-Eastern & Page Communications, 
Inc., Cambridge, Mass. 
Hydrocarbon Research, Ine., New York, 
N, x. 
University of Illinois, Urbana, Ill__------- 
Indiana University, Bloomington, Ind 
Institute of Contemporary Art, 
Mass. 
International Development Services, Inc., 
New York, N. Y. 


Boston, 


International Engineering Co., Washington, 
D.C. 

International Voluntary Services, 
Washington, D. C. 

Iran Foundation, Ine., New York N, Y---- 

James A. Jackson, Mount Vernon, Wash_-_--- 

Jenks & Ballou, Providence, R. I__-------- 

Dr. B. Connor Johnson, Urbana, Tll__----.. 

Johnson, Drake & Piper, Minneapolis, Minn. 

Kansas State College, Manhattan, Kans__-- 

Engineering Office of Clyde C. Kennedy, San 
Francisco, Calif. 

University of Kentucky, Lexington, Ky_.-- 

Klein & Saks, Washington, D. C_----.---- 

Koebig & Koebig, Los Angeles, Calif 

L de R:Corp:, New: York, N, ¥....-......- 

S. Lewis Land, State College, Pa___.------ 

Litchfield Whiting, Panero & Associates, 
New York, N. Y. 

Arthur D. Little, Ine., Cambridge, Mass__- 

John A. Loftua, Seaford; Deh... ntinwtos 

Charles T. Main, Inc., Boston, Mass__-..-- 

Commonwealth of Massachusetts, Boston, 
Mass. 

University 
Mass. 

Frank Mayer Engineering Co., Los Angeles, 
Calif. 

H. B. Maynard & Co., Pittsburgh, Pa__---- 

McGraw-Hydrocarbon, Inc., New York, 
N. Y. 

Frank H. McIntosh & Associates, Pitts- 
burgh, Pa. 

Mead Carney International Corp., New 
xsork: N. &, 

Adlof Mehlich, Raleigh, N. C___----------- 

Metallurgical Research & Development 
Corp., Washington. D. C. 


Inc., 


of Massachusetts, Amherst, 


Country 
Turkey 
Yugoslavia 
Republic of China 
Spain 
Japan 


Iran 
Europe 


Germany 
Italian Somalia 
India 

Latin America 
Spain 

Costa Rica 
Spain 

Europe. 

Laos. 

South East Asia. 


Republic of China. 


India. 
Pakistan and Thailand. 
Israel. 


Bolivia, Ghana, Guatemala, Haiti, 
Northern Nigeria, and Western 
Nigeria. 

Pakistan. 


Laos, Nepal, and Vietnam. 


Iran. 

Renublie of China. 
Pakistan. 

Europe. 

Vietnam. 

India. 

Republic of China. 


Guatemala and Indonesia. 
Guatemala. 

Afghanistan. 

Indonesia. 

Europe. 

Iran and Thailand. 


Philippines. 
Thailand. 
Turkey. 
Pakistan. 
Japan. 
India. 


Chile. 
Korea. 


Indonesia. 
Austria. 


Kenya. 
Indonesia. 











United States contractor 

Methods Engineering Council, Pittsburgh, 
Pa. 

University of Michigan, Ann Arbor, Mich_- 

Michigan State University, East Lansing, 
Mich. 

University of Minnesota, Minneapolis, Minn_ 

Miner & Miner Consulting Engineers, 
Greeley, Colo. 

University of Missouri, Columbia, Mo 

George D. Mitchell, Dallas, Tex.____..-_--- 

George D. Mohrenshildt, Dallas, Tex. _-_-- 

Montana State College, Bozeman, Mont _-- 

Elizabeth Mooney, Memphis, Tenn____---_~ 

Morrison-Knudsen International Corp, San 
Francisco, Calif. 

Peter Muller-Munk Associates, Pittsburgh, 
Pa. 

L. BD. Myers, Co., Chicago, Ill__._._________- 

Near East Foundation, New York, N. Y_--- 


University of Nebraska, Lincoln, Nebr 

Norman T. Nelson, Kenai, Alaska_..______ 

University of New Hampshire, Durham, 
Ni... Hi. 

New Mexico State College, State College, 
N. Mex. 

State University of New York, Albany, N. Y- 

New York University, New York, N. Y_---- 

University of North Carolina, Chapel Hill, 
N. C. 

North Carolina State College, Raleigh, N. C_ 

Northwestern University, Evanston, Ill___- 

Allen B. Norton, Pittsburgh, Pa__.._.______ 

The Ohio University, Athens, Ohio__.______ 

Ohio State University, Columbus, Ohio 

Oklahoma State University, 
Okla. 

Robert A. Olson, Lincoln, Nebr________-___ 

University of Oregon, Eugene, Oreg_______ 

Oregon State College, Corvallis, Oreg 


Stillwater, 


Pacific Far East Lines, San Francisco, 
Calif. 
Pan American World Airways, New York, 


N. Y. 

Ralph M. Parsons Co., Los Angeles. Calif___ 

John A. Patton Management Engineers, 
Chicago, Il. 

George Peabody College, Nashville, Tenn___ 

Pennsylvania State College, State College, 
Pa. 

University of Pennsylvania, Philadelphia, 
P 


a. 
Andrew Pettis, Arlington, Va__.....-..___ 
Phileco Corp., Philadelphia, Pa.__._..--__ 
Malcolm Pirnia Engineers, New York, N. Y._ 
Prairie View A & M College, Prairie View, 
Tex. 
Public Administration Service, Chicago, Ill_ 
Purdue University, Lafayette, Ind 
Roy W. Putnam, Palo Alto, Calif 
Rader & Associates, Miami, Calif......____ 
Radio Corporation of America, New York, 
es 
Ramseyer & Miller, Inc., New York, N. Y-- 
Raymond Construction Corp., New York, 
N. Y. 


Country 
Chile. 


Japan and Mexico. 
Brazil, Colombia, and Vietnam. 


Korea. 
Lebanon. 


India. 

Yugoslavia. 

Yugoslavia. 

Cambodia. 

Kenya. 

Afghanistan, Indonesia, and Korea. 


Israel and Turkey. 


India. 

Afghanistan, Ghana, Iran, and Jor- 
dan. 

Turkey. 

Italian Somalia. 

Peru. 


Pakistan. 


Israel. 
Israel and Turkey. 
Peru. 


Peru. 

Brazil. 

Austria. 

Western Nigeria. 

India and Sierra Leone. 
Ethiopia. 


Nepal. 
Thailand. 
Korea. 


Afghanistan, 

and Turkey. 
India, Indonesia, and Pakistan. 
Japan. 


Pakistan, Thailand, 


Korea. 
Republic of China. 


Mexico and Pakistan. 


Japan. 
Korea. 
Lebanon. 
Liberia. 


Afghanistan, Brazil, and Thailand. 
Brazil and Republic of China. 
Spain. 

Laos. 

Philippines. 


India. 
Thailand. 
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United States contractor 


Raymond Concrete Pile Co., New York, 
N= 


Reevesound Co., 


Ine., Long Island City, 
my 
Rensselaer Polytechnic Institute, Troy, 
N. Y. 


Ribblett Tramway Co., Spokane, Wash_-_-- 

Raymond L. Richaman, Pittsburgh, Pa__-- 

Rogers Engineering Co., San Francisco, 
Calif. 

Dr. Katherine Roy, Bozeman, Mont 


Rutgers University, New Brunswick, N. aia ae 


Simon Ryan, Harvey, Ill 


Sandy Hill Iron & Brass Works, Hudson 
Falls, N. Y. 
Scharff, Schobinger, Leerburger, Day & 


Zimmerman, New York, N. Y. 
Martin A, Seiler, Los Angeles, Calif... 
S. James Senes, Hammond, Ind__-_------- 
Shamrock Well Drilling Co., San Francisco, 
Arthus J. Shedlin, Woodstock, Tl__--_---_ 
Frank W. Smith, Jr.. New York, N. Y.----- 
Smith, Hinchman & Grylls, Detroit, Mich_- 
Smith, Scherr & McDermott, Akron, Ohio_- 
University of Southern California, Los An- 
eben. CHONG neice ce chee netl 
Spring Garden Institute, Philadelphia, Pa__ 
Leland Stanford, Jr., University, Stanford, 
Calif- rsa wi cere 
Stanford Researc h Menlo Park, 
E. B. Steele Co., Boise, Idaho____...__ ~~~ 
H. E. Stocker, Washington, D. C___------- 
Melville C. Stockwell, Annapolis, Md__---- 
Stone & Webster, New York, N. Y_-------- 
Sverdup & Parcel, Inc., St. Louis, Mo__---- 
August Swentor, Marblehead, Mass___----~ 
Syracuse University, Syracuse, N. Y_------ 
Television Associates of Indiana, Michigan 
COR Tt ht si ecaeclienteneiealiiaendl 
Carmen J. Talarico, Sioux Falls, 8S. Dak - 
University of Tampa, Tampa, Fla__.--.--- 
University of Tennessee, Knoxville Tenn___ 
Texas Agricultural and Mechanical College, 
College Station; Te.< occ bscenut = 
University of Texas, Austin, Tex 
Foster Thomas, Scio, Ohio__.....-..._.-_- 
George D. Thomas, Chicago, Tl]__-------_-- 
John I. Thompson & Co., Washington, D. C_ 
Cresslyn L. Tilley, Hillsborough, Calif____-_ 
Tippetts, Abbett, McCarthy & Stratton, New 
York, N. 


‘Instit ute, 


Titlestad Corp., New York, N. ¥_--------- 
Training Within Industry, Cleveland, Ohio_ 


Trans Ocean Airlines, Oakland, Calif.______ 
Transportation Consultants, Washington, 
D. C. 


Trans World Airlines, New York, N. Y_---- 

Traviesco, Davenport, Evans & Angulo, New 
York, N. Y. 

Ross M. Trump, St. Louis, Mo__-_.--------- 

Tulane University, New Orleans, La 

Tuskegee Institute, Tuskegee, Ala__._-.-~- 

Dr. Edward L. Ullman, Seattle, Wash_..--- 


Country 
Turkey. 


Pakistan. 
India. 


Nepal. 
Europe. 
Thailand. 


Yugoslavia. 
enya. 
Pakistan. 
India. 


Vietnam. 


Italian Somalia. 
Philippines. 


Do. 
Spain. 
Korea. 

Do. 

Do. 


Iran and Pakistan. 
Turkey. 


Philippines. 


Iran. 
Afghanistan. 
Europe. 
Yugoslavia. 
Turkey. 
Thailand. 
Spain. 

Iran. 


Near East. 

Spain. 

Cuba. 

Bolivia, India, and Panama. 


Ceylon and Pakistan. 
Thailand. 

Italian Somalia. 
Pakistan. 

India. 

Spain. 


Burma, Republic of China, 
Lebanon. 

Republic of China. 

Indonesia. 

Iran. 

Iraq and Laos. 


and 


Ethiopia. 
Bolivia. 


Korea. 
Columbia. 
Indonesia. 
Europe, 








United States contractor 


Country 


Straud A. Underwood, Gary, Ind___________ Pakistan. 
— Service Committee, Inc., Boston, Cambodia. 
ass. 

United States Consultants, Inc., Beverly Vietnam. 

Hills, Calif. 
Charles M. Upham Associates, Inc., Wash- Thailand. 

ington, D.C. 
Utah Construction Co., San Francisco, Calif. Korea and Pakistan. 
Utah State Agriculture College, Logan, Iran. 

Utah. 
H. W. VanNess, Cincinnati, Ohio__.__._____ Korea. 
Vinnell Co., Inc., Alhambra, Calif._________ Ceylon and Laos. 
Berle Warden, Alexandria, Va___________- Chile. 
State College of Washington, Pullman, Pakistan. 

Wash. 
Wayne State University, Detroit, Mich_____ Thailand. 
H. Leland Weber, Pebble Beach, Calif______ Europe. 
Clair H. Weeks, Glendale, Calif.._..ciiii. India. 
Paul Weir Co., Chicago, Tll......._....... Vietnam and Turkey. 
O. Richard Wessels, Syracuse, N. Y_------- Europe. 
J. G. White Engineering Co., New York, Republic of China. 


:. ee 
George R. Wilson, Beaver, Pa__..-_-.._... 
University of Wisconsin, Madison, Wis 


Italian Somalia. 
India and Near East region. 


Dr. John W. Wright, Kensington, Md_---_- Pakistan. 

Russel Wright Associates, New York, N. Y_. Far East and Japan. 
University of Wyoming, Laramie, Wyo_-_-- Afghanistan. 
Brigham Young University, Grove, Utah____ Iran. 

National Board of YWCA, New York, N. Y. Ethiopia. 

S. G. Yulke Co., New York, N. Y_.-------..- Japan. 

Dawson Zaug, Hobe Sound, Fla__------.- Philippines. 


Mr. Passman. Those figures are slightly higher than the figures 
which were given to me. 

Mr. Mitirr. They conform generally ? 

Mr. Passman. Yes. They conform generally, other than your rec- 
ords indicate a higher number than my record here, which of course 
would be accounted for by the contractors. 


ADMINISTRATIVE EXPENSES 


To what budget accounts are administrative expenses charged in 
fiscal year 1958 ? 

Mr. Murruy. They are being financed from the section 411 (b) 
—— $32,750,000, which this year also covered ICA and 

tate. 

Mr. Passman. Is it not true that the proposed limitation on admin- 
istration expense for the Development Loan Fund should be offset by 
a comparable reduction under general administrative expense of ICA ? 

Mr. Morrny. No, sir. 

Mr. PassmAn. It would not be? 

Mr. Murpny. No, sir. They represent an added cost. 

Mr. PassmMAn. Do you have a man by the name of Carter DePaul 
connected with ICA, who was formerly assigned to Laos? 

Mr. Murruy. Yes, sir. He was former mission director. 


Mr. Passmawn. Is he still with the Agency ? 

Mr. Murpny. Yes, sir. 

Mr. PassmMan. Would there be any objection to this committee hav- 
ing Mr. Carter DePaul appear before it at the proper time with respect 
to some reports we have received from the Far East? 
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Mr. Ditton. No, sir. We would be glad to bring any member of 
the ICA whom you feel you would like to hear. 

Mr. PassmAn. Do you have a man with you by the name of Nelson ? 

Mr. Mourpny. I know a Mr. Nelson who is our mission director in 
Jordan. We may have a number of Nelsons, Mr. Chairman. There 
may be several of them. 


Mr. Passman. Do you have a Nelson who has been assigned to 
India ? 


Mr. Morpny. I am not familiar with him. 


Mr. Passman. A Mr. Nelson who was brought home, arriving in the 
States last Thursday night. 


Mr. Morpny. It is certainly possible. 

Mr. Passman. Would you check the record on that and inform me? 
Mr. Murruy. I would be happy to. 

Do you have his first name, by any chance? 

Mr. Passman. Lamsorry. I donot have it here. 


MATCHING FUNDS IN DEVELOPMENT LOAN PROGRAM 


Mr. Gary. Mr. Dillon, are there any local matching funds in con- 
nection with this development loan program ? 

Mr. Ditton. In most cases, yes, sir. In most cases we try as a gen- 
eral rule to provide the foreign exchange costs of a program and the 
local costs are provided locally in one form or another by the local 
government. In some cases they are provided by the Public Law 480 
funds, which are available for lending locally. 

Mr. Gary. In your technical assistance, you require matching for 
all of those funds, I believe. 

Mr. Morpeny. Mr. Gary, we have what we call a fair share policy 
and as a result of application of this policy, in some countries the 
country puts up quite a lot more than the United States puts up for 
technical cooperation, in some countries they put up less, and in some 
countries it is just about even. 

Generally speaking, we require an evidence of earnestness on the 
part of the other country, and we construe earnestness by the degree 
to which they are prepared to sacrifice themselves, either in cash or 
in kind, by contributions for use of the project: 

Mr. Drtton. There might be in this Development Loan Fund a 
few projects, and I think of a couple we have approved in Latin 
America, where we are paying the entire cost of the particular project. 
But those are road projects where the country concerned is carryin 
on a road program of their own and they could just as well, if we ha 
wanted to, assign some of their funds to our project. We felt it was 
cleaner to have complete control of a segment of their overall road 
program, so I would say in every case that the local countries, either 
directly on the project or on similar parts of the program, are making 
very substantial contributions. 

Mr. Gary. But your policy would be substantially the same as that 
in connection with the technical assistance? 

Mr. Ditton. Yes,sir. I would say so. 
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TYPE OF LOANS UNDER DEVELOPMENT LOAN FUND 


Mr. Gary. As I understand it, the reason this fund is not handled 
by some of the established banks that are now operating in the inter- 
national field, such as the Export-Import Bank, is because the loans 
are not the same type of loans that those banks are dealing with. They 
are not as sound loans as those banks are dealing with, is that correct ? 

Mr. Ditton. No, sir. That is not correct. The answer is not—as 
I think I tried to explain before to the chairman—is not a question 
of individual projects not being as sound or not being the type of 
projects that the other banks would be willing to finance. It is a 
question of the overall capacity of the borrowing country to repay in 
hard currencies within a relatively short period of time that has been 
very succinctly described several times by Mr. Black, the President 
of the World Bank, in his discussions of the development process 
before the United Nations Economic and Social Council. He has 
indicated what we feel to be the fact, that there is need for additional 
financial resources, over and above what are available from private 
banks, from the World Bank, from the Export-Import Bank. We 
provide those funds, but the individual projects are projects which we 
consider to be just as sound as the ones which the Export-Import Bank 
and World Bank consider. 

Mr. Gary. I think you misunderstood me. I did not say unsound 
projects. I said they were different types of loans from the loans 
those banks are making. 

Mr. Driwon. Regarding their soundness, I think the loans are 
equally sound. They are just bigger in amount. If you mean the 
fact that there are more of them makes them different in character, 
Tacree. 

Mr. Gary. The fact that they are repaid in local currency makes 
them different, too. 

Mr. Ditton. That is correct. 

Mr. Gary. They are different type loans. The Export-Import Bank 
has no annual appropriation of funds. It operates out of its own 
funds and pays its expenses out of its own funds. I served on the 
subcommittee that reviewed the activities of that bank for several 
years. I happen to know that bank follows sound banking practices 
and they have had practically no losses. 

T certainly do not expect this fund to even approach the record of 
soundness that the Export-Import Bank has established. 


DURATION OF LOANS 


Mr. Muuer. Will the gentleman yield? You were asking about the 
character of the loans. These are much longer term loans, are they 

t? 
is they not run much longer than the Export-Import Bank loans? 

Mr. Gary. I am not certain. 

Mr. Ditton. Some do, some don’t. 

Mr. Gary. I think the Export-Import Bank have some rather long 
term loans, but they are pretty sound. Lots of them have security. 
They are repayable in hard currency. They have had very few losses 
in the Export-Import Bank. Its record would compare very favor- 
ably with the best banks in this country. I have gone over those 
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records time and time again. The reserves they have set aside are far 
in excess of their losses. 

I have always questioned how sound these loans are going to be. 
Frankly, I think if you make them too sound, they are not going to 
serve the purpose for which the funds are requested. I think it is a 
very, very good policy not to handle these loans through the Export- 
Import Bank. I would be very definitely opposed to that, because it 
would lower the standard of the Export- Import Bank. I would 
rather have a separate organization if we are going to have a different 
type loan, rather than have the same organization with two different 
standards. I think to that extent the idea issound. I am not prepared 
to agree that it is necessary to incorporate this fund. I am just a little 
dubious about th: at, although I can see that there possibly is some 
advantage to be gained by separating the grants from the loans. 

It seems to me desirable, where we can, to substitute loans for grants, 
even though the loans are repaid in local currencies. This gives the 
country that we are aiding some responsibility in connection with the 
expenditure of these funds and with the use of these funds. 

At the same time, I am also disturbed by the tremendous increase in 
foreign currencies that we are accumulating. It is not at all certain as 
to what effect that will have on our international relations. It is a 
very serious problem. I am inclined to agree with the Fairless Com- 
mittee that it is not sound to have too many of those local currencies 
pile up, but I do not know how you are going to avoid it. The whole 
problem is very complicated. 

I believe the names of the proposed Directors of this new Corpor: \- 
tion have already been stated. Do you have that information ? 

Dr. Ditton. Yes, sir. Mr. Gary, if I might first answer a part of 
your statement regarding soundness of these loans, one of the criteria 
which was set by the Congress was that these loans would have reason- 
able prospect of repayment, and we do follow that. I would expect 
that our experience, when we have had time to have had experience 
with repayment, would show that we would have a very good experi- 
ence as regards repayment. 

These loans are different from loans of the World Bank and Export- 
Import Bank, as we have pointed out. The repayments will be in 
local currencies. I am not trying to minimize that difference at all. 


Granted that, I think we will have a good experience of repayment 
on the loans themselves. 


DIRECTORS OF LOAN FUND CORPORATION 


As to the rest of your question, the Board of this organization as 
proposed in the legislation for incorporation is the Deputy Under 
Secretary of State for Economic Affairs as Chairman, and as members 
of the Board, the Managing Director of the Fund, the Director of 
the ICA, the Chairman of the Export-Import Bank, and the United 
States Director of the World Bank. That latter individual happens 
also to be the Assistant Secretary of the Treasury for International 
Affairs. 

The same person has both jobs. 


25164—58 24 
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LOANS MADE TO DATE 


Mr. Gary. Have you made any actual loans thus far other than to 
India? 

Mr. Ditton. Even the loan agreement with India has not yet been 
signed. The letter of advice has gone out but we haven’t yet signed 
the actual loan agreement, which is still under negotiation primarily 
because we are trying to get our form of loan agreement fully worked 
out. We do not want to hasten or complete this thing with India 
before it is. 

We have sent out letters of advice, I was informed this morning, 
to two additional countries, Israel and Honduras. There are a num- 
ber of others pending that will be going out over the next few days. 
I think Ambassador McIntosh is more fully advised regarding that 
detail. 

Mr. McIntrosu. We hope to send letters of advice out on several 
more loans during the next week. 


ANTICIPATED OBLIGATIONS BY END OF FISCAL YEAR 1958 


Mr. Gary. How much do you expect to have definitely obligated by 
the end of the fiscal year? 

Mr. McInrosu. We expect to have loan agreements signed for ap- 
proximately $125 million, and we expect letters of advice to have been 
issued or pending for $95 million. ‘That totals $220 million. 

The remaining $80 million out of our present capital of $300 mil- 
lion we expect to have earmarked on loans which have been approved 
in principle by the loan committee. 

I think we have done a pretty fair job in a few months in that we 
will by the end of the fiscal year have either committed or have ap- 
proved loans covering our entire capital, so we cannot go much fur- 
ther than we have gone. 

Mr. Gary. This committee estimated pretty well last year what you 
could do. You thought you could do a great deal more than that and 
the committee at that time said we did not think you could possibly 
put out more than $300 million because you had to organize and get 
the Fund working, and then get your applications in, review the ap- 
plications, and that was one of the reasons we cut the Fund last year. 
We did not feel that you would be able to accomplish as much during 
the fiscal year as you had anticipated. 

Off the record. 

(Discussion held off the record.) 


REPAYMENT OF LOANS IN FOREIGN CURRENCIES 


Mr. Taser. Are these loans payable only in the currency of the other 
countries and is the use of that currency restricted ? 

Mr. Ditton. Mr. Taber, where we are operating in countries that 
are also receiving loans from the World Bank or from the Export- 
Import Bank, as a general rule our loans always will be repayable in 
local currencies, or else they would be competing with the Export- 
Import Bank and the World Bank. 

In some other countries, where they do not yet operate, our loans 
may be repayable partly in local currencies, partly in dollars, or en- 
tirely in dollars, so that is the general differentiation. The Export- 
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Import Bank and the World Bank both feel strongly we should not 
attempt to have repayment in dollars in any country in which they are 
operating extensively because it would reduce their ability to operate 
in those countries. 

Mr. Taser. You would not want to get into a situation where you 
were going too strong on that local currency proposition because we 
have gone so far now that you are creating inflation there and you 
are making it a difficult thing to work out. 

I am afraid you will have all those people educated to the idea that 
they do not have to redeem any of that currency. 

Mr. Ditton. We try hard to avoid that in our overall program. I 
know there is a problem in these quantities of local currencies which 
comes primarily from Public Law 480 funds which are much bigger 
than the funds we are talking about here. 

Mr. MclnrosH. Some of the local currency we will receive might be 
considered hard currency, for example, the currency of Ceylon. It 
is very good. Even in Honduras their money has held constant value. 

Mr. Passman. What is the total amount in dollars involved in those 
two countries? 

Mr, MclInrosw. The loans we are considering in those countries 
amount to about $8,200,000. 

Mr. PassMan. Small compared to the figure of about $1,880 million. 
We are just getting started on this one. 

Mr. McIinvrosu. That figure pertains to local currency which is not 
under the direct control of the Development Loan Fund. 


LIMITATIONS ON USE OF LOCAL CURRENCIES 


Some of the local currency which the United States Government 
holds abroad is restricted in its use, but we are trying to develop the 
Development Loan Fund loans so interest and principal payments 
can be reused promptly for development purposes. 

Mr. Passman. Yours to spend in that country as long as you do not 
take anything out of that country which they can export to some other 
country for dollars and hard currency ? 

Mr, McInrosu. That is right. 

Mr. Passman. It amounts to the same thing. 

Mr. McInrosu. We will have complete control of it which is not 
true of all the local currency we have abroad. 


USE OF PRESENTLY HELD LOCAL CURRENCIES TO FORM CAPITAL OF LOAN 
CORPORATION 


Mr. Gary. Since you are going to collect these local currencies and 
reloan them, make this a revolving fund, why could we not use some 
of the local currencies that we now have on hand to form the neces- 
sary capital of the proposed corporation ? 

Mr. Dixton. For this reason, sir: We are already making use of 
these local currencies which we now have to supplement the loans 
which we are making. 

These needs for capital here which we have requested are essentially 
the needs for foreign exchange purposes which we estimate these 
countries will need—in other words, resources from outside, machin- 
ery equipment and things of that kind—and do not include expendi- 
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tures which will be made for development out of their own local cur- 
rencies. Therefore, although we could well make use of and will con- 
tinue to make use of, local currencies in the development program, 
whether they are in this Fund or outside of the Public Law 480 type 
of fund, those currencies cannot take the place of dollars, the foreign 
exchange needed to carry on the program. 

Mr. Gary. You can do that now so long as the Fund is not incor- 
porated, but after you incorporate this Fund can you go beyond the 
capital of the corporation to make those loans? 


USE OF LOCAL CURRENCIES IN DEVELOPMENT PROJECTS 


Mr. Ditton. The way we are doing that, it is not done by this De- 
velopment Loan Fund as an entity. It is just that in our cooperation 
with our other agencies of the Government, specifically in that in- 
stance the ICA, they program Public Law 480 funds for this project 
for which we make available foreign currency. 

Whether it is a corporation or not, we can require that sort of thing 
before we accept a loan. 

In every case, when we look at loans, before we approve them, we 
find out what local currency might be available to the United States 
Government and make use of it to the fullest extent possible. 

It would be possible, if the President decided that he wanted these 
Public Law 480 funds, or some of them, to be allocated more directly 
to the Development Loan Fund, they could do so, whether or not the 
Fund was incorporated. 

So far we have been able to operate without that but there has been 
some talk of that and that is something that could be done if the 
President decided he wanted to do it. 


NEGOTIATIONS FOR REALISTIC EXCHANGE RATES 


Mr. Passman. The United States is supporting currency in one 
Far Eastern nation at a level of, figuratively, 35 heads of cabbage to 
the dollar, whereas the actual free rate is about 100 heads of cabbage. 
What kind of mess is that we have gotten into? 

Mr. Ditton. We are in the process of working out negotiations with 
that country to arrive at a solution which will have a rate of exchange 
which will be the equivalent of what the real rate of exchange is. I 
would expect we would be successful with that with the new govern- 
ment of that country. 

Mr. Passman. If we put more than $200 million in this country on 
such artificial rates of exchange, 35 to 1, when the free market is about 
100 to 1, could we not get into about the same kind of mess in dealing 
with this development loan program with other countries? 

Mr. Ditton. One of the problems we have had is the rate of ex- 
change to set for these repayments in local currencies, and we will 
have a maintenance of value clause in all our contracts whereby the 
local currency rate of exchange for the repayments in local currency 
will be calculated at the most favorable rate available where they have 
multiple rates like that. 

Mr. Passman. Is that not what we tried to do here and got caught 
completely off base? 
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Mr. Ditton. I don’t know enough of the details of what we tried 
to do m the past, but in the Development Loan Fund we will have 
specific contracts. 

Mr. Passman. Wouldn’t you have thought we would have a specific 
contract in establishing the actual rate? We find out the free market 
rate is about 100 to 1. Is that not an indication we can get into an 
awful predicament in such matters ? 

Mr. Dirxon. It certainly is possible to have problems in exchanges 
with these foreign countries. 

Mr. Passman. We got caught off base there. 

Mr. Dirixon. It has taken us longer to get the exchange rate modi- 
fied there than we would have liked by far. 

Mr. Passman. I am speaking of the rate at which we are support- 
ing the exchange and of the free market rate. 

Mr. Ditton. That situation is more or less unique, I believe. That 
is a situation which has been giving ICA considerable concern. 


SOUNDNESS OF DEVELOPMENT LOAN PROJECTS 


Mr. Auexanper. Mr. Secretary, all through your statement here 
you used the works “businesslike basis,” “sound projects,” “economi- 
cally and technically sound,” “sound banking basis.” 

Is that description not a little erroneous with regard to what you 
are actually doing? 

Mr. Dion. I do not think so, no. 

Mr. Atexanper. These are soft loans, are they not? 

Mr. Ditton. These are sound loans repayable i in local currency, and 
some people have used the phrase “soft loan” to apply to a loan repay- 
able in local currency. 

Mr. Arexanper. Are you telling the committee that these are loans 
that sound banking practices would make other than that they are 
repaid in foreign currency. 

Mr. Ditxon. That is correct. 

Mr. Gary. Off the record. 

(Discussion held off the record.) 


INTEREST RATES ON DEVELOPMENT LOANS 


Mr. AvexanpEer. How do you explain the basis of making these 
loans at 314 percent when by all banking practices you would not have 
a bit of trouble making the same loans at ! 5% percent ? 

Mr. Drxon. I think the answer to that is that for these economic 
development types of things you could not make these loans at 5 or 
514 percent and have them sound. 

The actual interest rate we may charge, and the criteria we have 
used in setting the 314 percent, was to be sure that we received at least 
as much and somewhat more than the cost of money to the United 
States Treasury. That is how the 314 percent was drawn up rather 
than trying to compete with the Soviet Union, making similar loans 
at 214 percent. 

Mr. Arexanver. The amount of interest you get is not a determin- 
ing criteria as to the soundness of the loans. 

Mr. Ditton. No, it is not. 
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RECIPIENTS OF LOANS 


Mr. Atexanper. You make these loans to governments or is it to 
individual corporations within those countries ? 

Mr. Ditton. Sometimes governments and sometimes to private en- 
tities. 

Mr. Atexanper. Are you even considering making loans to nation- 
alist governments whose philosophy is entirely foreign to our way of 
thinking? 

Mr. Ditx1o0n. I do not understand what you mean by nationalist gov- 
ernments. We will make loans 

Mr. Atexanper. To dictators and 

Mr. Ditton. Well, in some cases some countries of the free world 
do have governments that are not as democratic as we would like them 
to be at the moment but which we hope will evolve in that direction. 
I think there will be some loans made to countries which are part of 
the free world, which still have governments that are a little more 
authoritarian than we would like them to be. 








SECURITY FOR LOANS 


Mr. Atexanper. What type of security do you require on these loans 
that you make? 

Mr. Ditton. Security in most cases is a contract with the foreign 
country to repay, which is the best security you can have in dealing 
with a foreign government. 

If you are making a loan for a road, a dam, or something like that 
in foreign territory, an ordinary mortgage would not apply any more 
than it would apply in loans to State governments or public entities in 
this country. 

Mr. Arexanper. But you do have a set form that you require. 
Would it be possible for you to put in the record an actual contract 
with one of these governments? 

Mr. Ditxon. It is not yet possible to do that. I would hope it would 
be before these hearings are concluded, because we have not yet final- 
ized that form and have not yet signed any such contract. As soon 
as we do sign the first one, we shall be glad to make that available. 
I would think it would be ready for insertion in these hearings. 

Mr. Arexanpver. When you make a loan to individuals or corpora- 
tions in one of these countries, you have some kind of security on those 
loans, have you not ? 

Mr. Ditton. We would have to have more security in that case, yes. 
We have not made any loans to individuals yet. 

Mr. Atexanper. Corporations? 

Mr. Ditton. Yes. We are planning some which have already been 
approved by the Loan Committee. We have not yet issued the letters 
of advice, and we have not written the contract. That will pose addi- 
tional problems. I would think the contract with a private concern 
would be somewhat different than the ones with government entities. 
We shall be glad to make that information available and get that. 
It would follow largely the same form that the Export-Import Bank 
uses when they make loans. For our contract we have drawn very 
heavily on their experience and what they found useful. 
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OBJECTIVES OF DEVELOPMENT LOAN PROGRAM 


Mr. ALExanpver. What other programs now carried on by the United 
States Government either wholly or in part carry out the same general 
objectives as the development loan program? I have in mind things 
other than Public Law 480, counterpart funds, and grants. Are there 
certain other programs 

Mr. Ditton. No. I think this is our primary program looking to- 
ward development. Of course, some of the loans which are made by 
the Export-Import Bank are of some help in that way, although their 
primary purpose is to increase exports and imports. Also the loans 
of the World Bank, to which we are a large stockholder, are directly 
comparable and for the same purpose. I think those are about the 
only other programs. ; 

Mr. Passman. Are many of the projects undertaken under defense 
support allocations not the same ty per of programs the development 
loans would finance such as highways, bridges, and the like? 

Mr. Ditton. In the past there ae been a very close connection 
there, very similar. Now that type of thing, while it still continues 
ina fow countries, is much less. I would say the real difference is that 
defense support looks to maintaining the economies of these countries 
which are carrying a large burden. It may go a little beyond that 
where we feel that it is necessary to assure political stability, which we 
must have. The primary purpose of defense support is to assure the 
necessary political stability in these countries. The Development 
Loan Fund looks really to lifting their standards and pushing them 
forward in development. That is the fundamental difference. 

Mr. Passman. But the money could be spent in many instances for 
the same types of projects. 

Mr. Ditton. For similar projects. 

Mr. Passman. Highways, bridges, hydroelectric plants, dams, and 
general improvements of the country. 

Mr. Ditton. I would say the only exception I would take to that 
statement is the “many instances” part of it. I think in a few 
instances it would be spent for the same thing. 

Mr. Passman. We were given a list of some 39 different types of 
projects which I inserted in the record. 

Mr. Ditton. In the past it was much more. 

Mr. Passman. Thank you. 


ADMINISTRATIVE COSTS OF DEVELOPMENT LOAN FUND 


Mr. ALExanper. How much have you paid this year to ICA as re- 
imbursement for services ? 

Mr. Ditton. This year all the services of the Loan Fund are being 
paid directly by the ICA because the Development Loan Fund is 
part of the ICA. I don’t know whether their bookkeeping is such 
that thev could identify that as a separate account. 

Mr. Murpny. The expenses for the initial year, Mr. Alexander, 
came out of the administrative account and for Development Loan 
Fund personnel are estimated at $118,000. 

Mr. Atexanper. If I understand correctly, there is no procedure at 
the present time whereby the United States Government will ever 
get this money back. It is a rotating fund and at the end of 40 years 
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it still will be in that Fund under the present setup. Is that’ not cor- 
rect ¢ 

Mr. Ditton. Of course the Fund is under the control of the United 
States Government, but if you mean to get it back out of the Fund 
into some other account of the United States Government 

Mr. Avexanper. To get it in this country so we could pay our debts 
with it if we needed it. 

Mr. Ditton. Subject to what we said, that these local currencies 
in underdeveloped countries are not of much use to us at this moment 
for that purpose, but as they develop I think they will be of greater 
use. I don’t think it will never be the case. I think in time we will 
begin to be able to make substantial use of these funds, not necessarily 
to pay our debts but to do other things which are of importance to 
us such as paying operating expenses of embassies and one thing and 
another. 





DURATION OF DEVELOPMENT LOAN PROGRAM 


Mr. Avexanper. I believe you stated that your best judgment is that 
at the present time this program will have to go on for 15 additional 
years. Would you give us an estimate of what you think in that time 
would be necessary to carry out the program as you envision it now? 

Mr. Dron. I think it is looking too far ahead to try to estimate 
amounts that would be necessary. It is clear that on an annual basis 
any such sum as $300 million is much too low; $625 million may or 
may not be adequate. My own feeling is that we shall need somewhat 
more than that. 

Mr. Avexanper. You are talking about the present year? 

Mr. Ditton. For just an average year I am talking about. When 
we are in full operation, I think $625 million will probably be on the 
small side and our actual needs when we get fully underway will be 
larger than that. How much larger, I do not want to estimate right 
now. 

You said it would go on about 15 years. I think, conservatively, 
it would go 15 or 20 years, and in some countries it may well go 
longer than that and in other countries a little shorter. 

Mr. Atexanper. In fact, it is most difficult to envision at this time. 
Tt may go on as long as we are able to put that amount of money in 
it. Is that not correct? 

Mr. Ditton. It may go on for a long time. It is very difficult to 
envision a concrete end. 

Mr. Wicetrswortn. Mr. Chairman, I understand the only thing 
which is specifically before this committee is the authorization of $625 
million. The setup of the Development Loan Fund was approved a 
year ago. Whether or not it is incorporated is a matter primarily for 
the Foreign Affairs Committee. 

Mr. Gary. There is a request from the President for the $625 mil- 
lion. and it has been authorized. 

Mr. Wiccreswortu. That is the only thing which is before this 
committee. 

Mr. Passman. Are you asking me the question or making a 
statement ? 

Mr. Wicertrswortn. Iam making a statement. 
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REASONS FOR ESTABLISHING DEVELOPMENT LOAN FUND 


The Development Loan Fund was approved a year ago, as I recall 
it, in the light of various investigations of the whole program which 
were made for the President. It was made with a view to eliminating 
criticism which had been leveled particularly at economic development 
assistance portion of the program. It was designed to substitute loans 
for grants calling for repayment. It was designed to eliminate the 
so-called illustrative programs that we had had for years, and to put 
things on a more businesslike basis, dealing with specific projects 
under specific criteria. 

I take it from what you have said, Mr. Secretary, that in your 
opinion, even the limited experience we have had to date tends to 
justify the hope and expectation of improvement along these lines. 
Is that correct ? 

Mr. Dition. I think that is very true. Dealing with these coun- 
tries on this loan basis and on the basis of specific projects rather than 
general country levels, we have found to be a better process than the 
previous one. 

Mr. Wiceieswortn. It has been pointed out that the Fund had $300 
million for this year and, should its request: be approved in full for 
1959, that would give it an additional capital of $625 million. 

It also has been indicated that against. that c: pital you anticipate 
something like $8 billion of requests by the end of fiscal year 1959 in 
terms of loans that might be worth while and approved. Is that 
right ? 

Mr. Ditton. Which might be good enough to merit consideration 
if the funds were available. 

Mr. Wiaciesworrn. $3 billion for consideration rather than $3 
billion of a classification which would necessarily be approved. 

Mr. Ditton. That is right. 


CRITERIA FOR ELIGIBILITY FOR LOANS 


Mr. WiceirswortH. I have just a couple of questions. I note in 
the Ambassador’s statement on pages 7 and 8 he gives us what he 
calls the basic lending criteria in terms of economic growth, economic 
soundness, technical feasibility, financing not available from other 
free world sources on reasonable terms, reasonable prospect of repay- 
ment, and under subheading (e) the statement says, “The proposal 
must be one which will assist free peoples and the country involved 
must not be engaged in shipments proscribed by the Battle Act. 

Is that subheading (e) the only test or the only criterion laid down 
insofar as eligibility of a country is concerned, as distinguished from 
eligibility of a loan fora country? 

Mr. McIntosn. I think another very important criterion which is 
not emphasized is that the country be underdeveloped. That is, we are 
not considering loans in most of the countries in Europe because 
we regard those countries as being industrially developed. The first 
criterion we normally go by is that the country is underdeveloped. 

Mr. Wicctrswortit. As far as the criteria’ are concerned, any 
undeveloped free people are eligible for assistance, provided they are 
not engaged in shipments proscribed by the Battle Act? 

Mr. McINtosn. That is right. 
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Mr. Wicertrswortn. As a matter of policy, you might exercise 
some discretion, but as far as criteria are concerned any free undevel- 
oped country is eligible? 

Mr. McInrtosu. That is right. 


STATUS OF LOAN PROPOSALS 


Mr. Wiccieswortn. On page 5 you state that you estimate $125 
million will be obligated by the end of the fiscal year and an addi- 
tional $95 million will have been approved, for which letters of advice 
either will have been issued or pending; and that the balance, or $80 
million, will be administratively earmarked for loans approved in 
principle and on which the Fund will be seriously working with 
prospective borrowers. 

I notice that the status of loan proposals statement furnished to 
the committee this morning is marked “Confidential.” Perhaps this 
should go off the record, I do not know. We can put it on and you 
may take it off if it should not be there. 

On page 1 is indicated loans approved as of April 16, detail in 
attachment A, $126.650.000: Subheading, “Loan agreements signed, 
none:” subheading, “Letters of advice issued, $75 million :” subhead- 
ine. “Letters of advice pending, $51,650,000.” 

What does that mean? 

Mr. McInrosn. It means that we have not signed a formal loan 
asreement, but as of April 16 we had issued letters of advice totaling 
$75 million. Since that date we have issued $20 million more letters 
of advice, which now total $95 million. So as of this date 

Mr. Wiectrswortn. As of this date, the only letters of advice issued 
were those to India. 

Mr. McIntosn. As of April 16, yes. But since that time we have 
issned additional ones, $20 million more. 

Mr. Ditton. The category “Letters of advice pending” simply means 
the loans have been approved by the loan committee and, therefore, 
the loan committee has authorized the issuance of a letter of advice 
but the letter has not actually been issued by the Fund. 

Mr. Wicerreswortn. The letter of advice being simply a notifica- 
tion to the borrower that the application has been approved ? 

Mr. McIntosn. Yes, and it states the basic terms of the loan. It 
states the amount of the loan, the maturity, the rate of interest, and 
the purnose of the loan and how the funds are to be spent. It does 
not go into as much detail as the loan agreement, but it spells out the 
imvortant facts about the loan. 

Before we issue the letter of advice we have an informal under- 
standing in principle with the borrower as to the basic terms set forth 
in the letter of advice. 

Mr. Wiccteswortn. The issuance of the letter of advice is a step 
preceding the entering into the actual obligation from the legal stand- 
point? 

Mr. McIntosn. Yes, sir. 

Mr. Mriter. It hecomes a moral obligation then if they accept it. 

Mr. McIntosn. That is right. 

Mr. Miter. In other words, we cannot back out after we have gone 


that far, provided they meet the terms of the letter of advice; is that 
right? 
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Mr. McIntosu. That is the way we feel about it, yes, sir. 

_ Gary. May I interrupt for 1 minute. Will the gentleman 
yield? 

Mr. WiceteswortH. Yes, I yield. 

(Off the record.) 

Mr. WiceteswortH. You have explained loan agreements signed, 
letters of advice issued, and letters of advice pending. On page 5 
you refer to a further category, “Administratively earmarked loans 
approved in principle.” Will you spell that out a little more? 

Mr. McInrosu. Yes, sir. Those are loan applications which seem 
to meet all our criteria and which our loan committee has approved 
in principle but the issuance of a letter of advice is deferred because 
additional information is required or for other reasons. The loan is 
one which appears to meet our criteria and has been basically 
approved. 

Mr. WiceteswortH. The $125 million which you expect to obligate 
by the end of the fiscal year is roughly reflected in the first four pages 


of the list of projects in attachment A to the confidential statement 
referred to. 


Mr. McInrosn. Yes, sir, that is right. 
ANTICIPATED OBLIGATIONS BY END OF FISCAL YEAR 1959 


Mr. Mitirr. As I understand your statement and your answers to 
various questions, if you receive the appropriation in the amount 
authorized, $625 million, you anticipate at the end of fiscal year 1959 
about $700 million will be pledged, either actually loaned out or you 
will have accomplished much the same result by telling these people 
that the money is there if they meet certain formal commitments in 
accordance with your letter of advice. 

I also gather that you will have something over $2 billion more, 
at least on first examination of worthy applications. 

Mr. McIntosn. Yes, sir. 


SELECTIVITY IN APPROVING LOANS 


Mr. Mitter. I am curious to know how you would discriminate, 
assuming that you have a volume of applications far in excess of 
your capital. You set forth the criteria which must be met, but is a 
study made as to which of the loans will be in our best national 
interests in accordance with our foreign policy? Does that result 
in the selection of one loan which might not be so good in all of its 
financial] aspects as another, but which also might be more in our 
on interest to do something in one area rather than somewhere 
else ? 

Mr. Ditton. I would like to answer that, sir. This Development 
Loan Fund is conceived of as an instrument of our foreign policy, and 
in carrying it out it is the particular responsibility of the State De- 
partment to see that the Development Loan Fund has available to 
it the priorities of the Repctherr interest in various countries and 
various parts of the world. We have done that. We have told the 
Development Loan Fund which countries we feel are of particular 
priority at the moment, and we will continue to do that. 
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That does not mean we might not make loans to a smaller extent or 
a certain extent in countries which are of less immediate priority, 
but we do give a priority to certain countries. 

I think what you are driving at is that in evaluating this total of 
$3 billion, we must pare it down to $625 million. I think two things 
will take effect. One is, in what countries is our national interest most 
clearly involved; and secondly, that it is a fair distribution so it does 
not go to just 1 or 2 or 3 countries because they may have gotten 
their projects in a little sooner than some other countries. We at- 
tempt to bring the national interest into play here, and I am sure it 
does come into play in the overall division of these loans, but I do 
not think we have ever had a situation where we have compared one 
loan with another and said this loan is a better loan economically but 
we want to make another loan which is of more interest to us from 
the point of view of national interest. We go at it from the point 
of view of national interest first, and then take the most productive 
loans within those which meet our national interests. ; 

Mr. Miitier. It seems to me that you have a factor here which is 
different from the normal banking institution, at least as the normal 
banking institution is supposed to operate. Of course, if you had 
unlimited funds and it developed that you had a billion dollars in 
addition to whatever you do loan, with an added billion dollars of 
requests which would meet the criteria, you could rest on the criteria. 
A private banking institution operating under ordinary circumstances 
would operate that way if it had the funds available for investment, 
but if it did not have funds available for investment, if it can fill only 
a percentage of the applications which come before the committee, 
the normal procedure is to take the loans in the order of their strength 
unless there is some special consideration. It is still done on a business 
basis. 

It would occur to me that in this type of operation which is designed 
primarily in our own national interest in the first place, with so many 
more loans which might meet the criteria than you had money to sup- 
ply, you might be in the position that either you were devoting some 
of your funds to programs which would not be the best for our na- 
tional interest, or you might be embarrassed by discriminating as 
among applicants who were all desirable as friends but you might 
hurt somebody by giving the loan because of national political con- 
siderations to the borrower who did not have the best financial position. 

It would occur to me if you were receiving too many applications 
that met the criteria and you were not able to fill them, it might have 
an adverse effect in some fields, because the man who did not get the 
loan and who could say, “I had a better loan application than this 
fellow in another country,” might feel that he was being discriminated 
against. It seems to me it is dangerous to get into a field where you 
have so many more customers than you have ability to meet the re- 
quirements. That isthe thought which concerns me. 

Mr. Duwio0n. Everything you say is certainly true. It is one of the 
problems in this field that the requirements or the needs felt by the 
countries are far greater than the resources which probably will be 
immediately availale. I do not think that is a reason for doing 
nothing. We have to get into that. It is not a totally new problem, 
either. The World Bank faces a somewhat similar problem in allo- 
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cating its resources. It has requests for more than it can spend. Ob- 
viously it cannot spend it all in one place and none in another. 

Certainly we shall look at these things primarily, first, in the na- 
tional interest, and then, secondly, to be sure that they are sound. We 
do not go over the $3 billion to see which are the most sound i irrespec- 
tive of national interest and then choose those. I think national in- 
terest would come first; and secondly, we would have enough loans 
within that category which were sound that we would have no problem 
having all our loans sound. 

Nevertheless, the comparison between countries which you are talk- 
ing about is a factor which we must take into consideration. If we 
made a loan to India and did not make a loan to Pakistan or a loan 
to Ceylon, although they are neighbors, those neighbors would feel 
sort of left out. We do have to take that into consideration. The 
problem is not too great because there are good projects in both Pak- 
istan and the others, and we shall be able to help them. It is a ques- 
tion of apportionment and it is a question of judgment. It is a real 
problem we must bear constantly in mind. I think the basic thing is 
that we put the national interest first. 

Mr. Mitrer. I think you should. There are times when if you fol- 
low that line you might be injuring the national interest somewhere 
else. I can conceive of a situation where, for instance, if you loaned 
money in the Far East or the Middle East or some of the countries 
out there because of the very tense political situation, and there were 
equally good or better financial requests from some of our Latin 
American friends, our friends might feel they were getting a raw deal 
because they were our friends. They would say, “If we were just a 
little bit more undependable politically, we might get better service 
than we do because we are taken for granted.” 

That could start a backfire. The thought I have is that we ought 
to be rather careful not to do anything unless we are sure we are 
implemented sufficiently to carry on a program which will not hurt 
on the one hand when it might be helpful somewhere else. 

Mr. Ditton. I think that is absolutely correct. That is why I said 
T felt that we needed this full amount of funds, and if we cut it much 
below this we would be in real difficulty. We have kept this Latin 
American thing very much in mind. When I talk about national 
interest in any case, it is not just national interest in that country, 
but overall. 

Mr. Mitrer. I fully appreciate that approach, but it makes a very 
wide field. 

Mr. Ditton. It does make a very difficult field. That is one reason 
that two of our very first loans we approved were for two Latin 
American countries. We wanted to indicate that we were interested 
in their welfare as much as in countries in other parts of the world. 

Mr. ALexAnper. Will the gentleman yield right there? 

Mr. Mriiier. I am glad to yield. 


IMPACT OF PROGRAM ON AMERICAN INDUSTRY 


Mr. Arexanper. Mr. Secretary, do you take into consideration 
when you are making these loans the impact that they will have on 
American industry? Running through the list of proposed loans, I 
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noticed that a number dealt with modernizing textile plants through- 
out the world. I happen to be from a textile area, and I know the 
impact that already has been made on that particular industry. What 
consideration do you give to a situation of that kind ? 

Mr. Ditton. We do take that into consideration. The House Com- 
mittee on Foreign Affairs is interested in that same thing, and they 
have suggested that there be added to this legal criteria in the legis- 
lation a specific new criterion which would require us to give consid- 
eration to that under the law. I think as they report it, that will 
be in there, and we have no objection to the suggestion of that com- 
mittee. We have been doing it anyway just on an ad hoc basis, be- 
cause we thought that was good judgment; but the Foreign Affairs 
Committee would write it into the law. 

Mr. Passman. Mr. Secretary, you mentioned two nations a moment 
ugo in answering Congressman Miller’s question. But, of course, 
applications are coming in rather frequently. 


RELATIONS BETWEEN INDIA AND PAKISTAN 


Speaking of Pakistan, the Prime Minister there recently made a 
heated parliamentary speech and was cheered from all sides. He said 
that if Pakistan’s people should feel their freedom is being jeopar- 
dized and threatened by India, they would break all pacts in order 
to save their freedom. 

As he put it, “Pakistanians will go and shake hands with the 
people (Communists) whom we have made enemies for the sake of 
others.” The speech made a hit throughout Pakistan, according to 
the press reports. Following up what our distinguished colleague 
said, when we help one, the others often become jealous. Where is 
such a policy leading us? 

Mr. Ditton. Unfortunately the situation, as this committee knows, 
between Pakistan and India has been for some time very unfortunate, 
primarily as a result of their differences of opinion over Kashmir, 
and one of the objectives of our policy is to hope that that situation 
will be alleviated, because we would like all of our friends to be 
friends with each other. I do not think that the difficulties between 
Pakistan and India have anything to do with the assistance we are 
giving them here in the form of development assistance. 

Mr. Passman. According to the Prime Minister’s statement it cer- 
tainly has been a factor. 

Mr. Ditton. I think that is primarily in the military field. The 
Indians have been able to buy equipment from the British to a large 
extent. 

PRIVATE LOANS 


Mr. Roonry. Mr. Ambassador, I am looking at your presentation 
entitled “Status of Loan Proposals,” April 16, 1958, and in particular 
the item next to last at page 12 of attachment C. This concerns a 
proposal under review and on hand as of that date. 

Do you see the item to which I refer ? 

Mr. McIntosu. Yes, sir. 

Mr. Roonry. Where was this company incorporated ? 

Mr. McInvtosu. [ Reply off the record. | 

Mr. Gary. Will the gentleman yield? 
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Mr. Rooney. I just want to conclude this, then I will be glad to 
ield. 
: Have you any idea of the extent of loans that he made personally? 

Mr. McInrosu. I think it was rather small in amount. 

Mr. Rooney. You said “small” a while ago. I am trying to find 
out what you mean by “small.” 

Mr. McInvosn. I think his personal loans did not amount to more 
than in total $50,000. I am not sure. He received a great deal of 
publicity. We haven’t made this loan. 

Mr. Rooney. Publicity would not have anything to do with it, I 
am sure, but you would propose, if you were to accept this proposition, 
to turn over to him the business of lending money, would you? 

Mr. McInrosu. No. We feel that if in a country there are a large 
number of very small industries requiring small amounts of -apital, 
or financial assistance, that instead of our making those loans, since 
we have no field organization, that it might be better for us to make a 


larger loan to a local development bank, which in turn would make 
small loans. 


Mr. Rooney. Is this a profitmaking enterprise ? 

Mr. McInvosu. I think that is a question. 

Mr. Ditton. I presume his idea is that he eventually would make 
profit out of any of his loans. This is being listed here as indicating 
merely that we have received the application. 

Mr. Rooney. I understand it has not as yet been approved. 

Mr. Ditton. There are a lot of serious policy implications involved 
in this thing that we haven’t had a chance to fully talk out. 

Mr. Rooney. I should think so. That is the reason I have made the 
inquiry. 


(Notre.—A number of the answers to Mr. Rooney’s questions were 
subsequently stricken as classified. ) 


SOURCE OF MATERIAL AND SUPPLIES FOR PROJECTS 


Mr. Taper. Has there been any discussion as to the source of the 
materials or supplies that might be used in the operation of a project 
and where they come from ? 

Mr. Ditton. The source of the materials that might be used? No. 
The way this Development Loan Fund was or iginally set up was that 
there would be no specific requirement specifying any special source. 

However, in a number of cases, some of the larger cases, the bor- 
rowers have informally agreed that the bulk of the loans will be spent 
in the United States. 


PROJECTS IN INDIA 


Mr. Taner. What are these projects in India that you have been 
contemplating ? 

Mr. Ditton. The projects in India that this particular Develop- 
ment Loan Fund agreed to advance $75 million for, includes $40 mil- 
lion toward railroad expansion, and specifically it is for steel parts 
which would be fabricated into railroad freight cars out there; but it 
is our understanding that the bulk of that or of those parts will be 
purchased here in the United States. The steel will be purchased here. 

The second largest amount is $25 million, which is to produce com- 
ponents for trucks and buses, which would be manufactured in India, 
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presumably in the factories, Indian plants of General Motors and other 
American companies—C hrysler, I think it is—other American com- 
panies. 

Again, this would give them the foreign exchange to import the 
components that they ‘heed to manufacture. And the two final items 
were $5 million each for capital equipment for jute mills in one case, 
and cement mills in the other case, which were meant to modernize 
certain mills that are already there and functioning. 

Mr. Taper. That is all. 


DEVELOPMENT LOAN FUND REVIEW AND APPROVAL PROCEDURES 


Mr. Passman. Mr. Secretary, we should like to insert in the record 
at this point the Ambassador’s statement on the Development Loan 
Fund review and approval procedures, as well as a sample letter of 
advice. I think it was the purpose to have this material inserted in the 
record. 

(The document referred to follows:) 


DEVELOPMENT LOAN FUND REVIEW AND APPROVAL PROCEDURES 


The normal review and approval procedures presently employed by the Devel- 
opment Loan Fund, patterned in many respects after those of the Export-Import 
Bank, are as follows: 

1. When an initial loan proposal is submitted to the DLF, it is subjected to 
a preliminary review by the DLF staff to determine whether, on the face of the 
information available at that point, the proposal is consistent with the basic 
criteria for DLF financing and appears to be sufficiently sound and important 
to warrant further consideration. If it is clear at the time a proposal is first 
presented that it is, on its face, inappropriate for DLF financing, the Manager 
so indicates at that time without further preliminary review. 

2. During the course of the preliminary review, a check is made to determine 
whether financing may be available from the Export-Import Bank, the Inter- 
national Bank for Reconstruction and Development, the International Finance 
Corporation, or private financing sources. 

3. If the proposal passes the preliminary review and if financing is not avail- 
able on reasonable terms from other sources, the proposal is accepted for further 
examination and evaluation and the applicant is invited to submit such addi- 
tional detailed engineering, technical and financial data as is required for this 
purpose. In many cases this will require the applicant at this point, at his own 
expense, to undertake further engineering and technical surveys to provide the 
data required for DLF evaluation. In rare cases the information submitted with 
the original proposal may be adequate to permit final evaluation and approval. 

4. After receipt of the additional materials and data, the proposal is subjected 
to thorough study from a technical, financial and economic standpoint. For this 
purpose the DLF draws upon the specialized services of the technical staffs of 
ICA or the Export-Import Bank and, as necessary, of other Government and 
private organizations. The views of the United States Embassy and the ICA 
mission in the country concerned are also obtained. During the course of the 
study it may prove necessary to require the applicant to submit further engineer- 
ing and other data, or to conduct a special survey to establish the technical feasi- 
bility of the proposal. 

5. When intensive study of a proposal is to be commenced or reaches a point 
where substantial additional data must be prepared and submitted by the appli- 
cant, it may be found advisable because of the size or nature of the proposal, in 
order to provide a firm basis for such further action on the proposal and to as- 
sure the availability of funds to cover the proposal, to submit the proposal to 
the Loan Committee for approval in principle and administrative earmarking of 
the necessary funds. (The Loan Committee consists of the Deputy Under Sec- 
retary of State for Economic Affairs, the Director of ICA, and the Chairman of 
the Board of Directors of the Export-Import Bank.) Such earmarking of funds 
is an internal administrative procedure whereby, when this is determined to be 
necessary and appropriate for a particular proposal, funds are administratively 
reserved to assure their availability for the proposal when and if it is finally 
approved. It does not constitute any commitment or obligation of the funds. 
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6. Upon completion of the intensive study and evaluation of the proposal, the 
DLF staff prepares a memorandum recommending approval or disapproval of 
the loan, supported by appropriate justification and documentation. This memo- 
randum and supporting material is reviewed by an interagency staff group and 
then is submitted to the Loan Committee. 

7. After studying the proposal the Loan Committee, if it reaches a favorable 
conclusion, adopts a formal resolution recommending that the loan be established 
and specifying the basic terms for the loan. The Loan Committee may, on the 
other hand, disapprove the proposal or send it back to the DLF for further in- 
formation and study. 

8. After approval by the Loan Committee, the proposal is referred for review 
by the National Advisory Council on International Monetary and Financial Prob- 
lems. The NAC consists of the Secretary of the Treasury, the Secretary of Com- 
merce, the Secretary of State, the Chairman of the Board of Governors of the 
Federal Reserve System, and the Chairman of the Board of Directors of the 
Export-Import Bank, and their representatives. 

9. Under the present organizational structure, the Director of ICA then for- 
mally determines that the loan may be made, and authorizes and directs the 
‘Manager of the DLF to take the necessary steps to establish and implement the 
loan. 

10. The Manager of the DLF, after determining that the basic terms of the 
loan are acceptable in principle to the applicant, then sends the applicant a 
formal letter of advice (see sample letter of advice attached). This document 
advises the applicant that the establishment of the loan has been authorized. It 
spells out the basic terms to be applicable to the loan (interest rate and schedule, 
terms of repayment of principal, obligation to maintain the value of foreign 
currency payment, and other basic conditions), and confirms that the applicant 
has indicated agreement in principle to these terms. It states that the loan 
will be extended in accordance with the formal loan agreement to be executed 
between the parties which will specify additional detailed terms and conditions 
of the loan. It is expected that these additional terms and conditions will for 
the most part be fairly uniform and be generally known in advance to appli- 
cants. The letter of advice constitutes in practical effect a commitment that funds 
will be provided to the borrower if he accepts these terms and conditions. Thus 
at the point of the letter of advice funds are in each case set aside for the loan, 
and these funds are no longer considered as being available for other loan 
proposals. 

11. The formal loan agreement is then negotiated and executed, and the obli- 
gation of funds recorded on the basis of the agreement. 


SAMPLE LETTER OF ADVICE 


I cn ian eg ee eee : I am pleased to inform you that, on the basis of 
the proposal previously submitted by your [Government, agency, firm] and dis- 
cussions between our respective representatives related thereto, I have been 
authorized to establish a loan from the Development Loan Fund to 
a a ela 13) Git MINOUNE NOC CO: CORN ate ee ese ns 
| a ) in the United States dollars to assist in financing [de- 
scription of purposes for which loan is to be used] 


The terms and conditions under which the loan will be extended will be 
contained in a loan agreement which we are presently preparing and which we 
will shortly submit to you for consideration and execution. The loan agreement 
will describe more fully the purpose and method of utilization of the loan, and 
will include, in addition to certain other terms and conditions, the following 
terms which your representatives have indicated are acceptable in principle to 
your [Government, agency, firm] : 

1. Interest shall accrue on all balances outstanding on the loan at the rate 
of _.... pereent (_--_-%) per annum payable semiannually, the first 
payment to be due on a date no later than 6 months after the first disbursement 
under the loan. 

2. Disbursements under the loan shall be repayable in —-____ ea 
cessive semiannual installments, the first of which shall be due and payable on 
a date no later than 1 year after the date of the first disbursement under 
the loan. Each of the first ~----- (_.--) installments of repayment of prin- 


25164—58——_25 
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eipal shall be in an amount of not less than -~---------~-------- dollars 
Wheres ). 

3. Provision shall be made for payment of interest and repayment of principal 
DU ili i cc icons erwinel The loan shall be denominated in dollars. The amount 
of each payment of principal and interest in ~----------------- shall be 
computed at the effective rate at which United States dollars are sold in 
exenemee for currency Of... c.nncscennunn es, ne a a ae 


exclusive of government entities, for effecting: (1) the payment of interest and 
repayment of principal on loans, (2) the transfer of dividends and other forms 
of earnings on capital investments in ~-----------_~----- and (3) the transfer 
of investment capital; provided, that there is only one such rate in 
ae lala a acted atone for such transactions. If there is more than one such rate, 
the applic able rate of exchange shall be the highest (i. e., the largest number 
of units of currency of —~---~--- per United States dollar ) effective rate ap- 
plicable to any of such transactions; provided, that in such case if either party 
at any time suggests in writing to the other that another rate would be more 
just and reasonable, the applicable rate shall be a rate mutually agreed upon 
by the parties from time to time. If, under the proviso in the preceding 
sentence, a rate were not mutually agreed upon, the Development Loan Fund 
would have the right to receive that particular payment in United States dollars. 
Sincerely yours, 
DEMPSTER MCINTOSH. 

Mr. Passman. Mr. Secretary, witnesses from another governmental 
agency will appear before the committee tomorrow. We shall not con- 
tinue with the regular hearings, as such, until Wednesday, beginning 
at 10 a.m. We should like, if it can be arranged, to have you, Mr. 
Smith and Mr. Shaw with us at that time. Thank you for your coop- 
eration today. The Committee will stand adjourned. 


Tuespay, Apri 29, 1958. 
FINANCIAL STATUS OF APPROPRIATIONS 
WITNESSES 


J. E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION AD- 
MINISTRATION 

LEONARD J. SACCIO, GENERAL COUNSEL, INTERNATIONAL COOP- 
ERATION ADMINISTRATION 

MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS, DEPARTMENT OF DEFENSE 

ARTHUR COMER, CHIEF, BUDGET DIVISION, OFFICE OF ISA COMP- 
TROLLER, DEPARTMENT OF DEFENSE 


Mr. Passman. The Committee will come to order. 

May I observe that we do have a ray of hope in our international 
situation, according to Mr. Allen W. Dulles. I think Mr. Dulles, 
Director of the Central Intelligence Agency, indicated to the annual 
meeting of the Chamber of Commerce of the United States that he 
does not believe the Soviet Union intends to use its military power in 
the foreseeable future in such a way as to risk a general war. I think 
he indicated in his talk that the struggle is more for economic advan- 
tage than for military advantage. 


Wortpwipe SUMMARIES OF PrRoGRAM 


Before we begin the statements of the witnesses we shall insert the 
worldwide summary tables and charts in the justification books. 
(The matter referred to follows :) 
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| : 5 ale 
Mutual security program—Proposed programs and appropriation request for 
fiscal year 1959 
. 
Programed | [rn new funds 
Function = a ae i ; pa Pome fl 
| Unrounded | Rounded Unrounded Rounded 
| figures figures (in | figures figures (in 
| millions) | millions) 
——— — - = — Se — ——— — Rh ee SS 
Mutual defense assistance: Military assistance $1, 800, 000, 000 $1, 800. 0 | | $1, 800, 000, 000 $1, 800. 0 
Economic assistance: | E ' 
Defense support______- = ccsieleieenmnaltie acelin 835, 000, 000 | 835. 0 5, 000, 000 835. 0 
Development Loan Wane 5S sesc Coan ---| 1} 500,000, 000 | 500.0 | 1 628 000, 000 625. 0 
Technical cooperation _-_- aS 163, 500, 000 163. 5 | 163, 500, 000 163. 5 
DENIED. ocean cconanccvmaas } (142, 000, 000) (142. 0)| (142, 000, 000) (142. 0) 
MEI Ee adc ccasSeas Reena (20, 000, 000) | (20. 0) (20, 000, 000) (20. 0) 
RE Aah ao cals wines wim ous Laced (1, 500, 000) (1. 5)} (1, 500, 000) (1. 5) 
Special assistance__...._____- weqcaiieeee 212, 000, 000 | 212.0 212, 000, 000 212.0 
IN oor ale nae acne 306, 592, 500 | 306. 6 | | 306, 592, 500 306. 6 
Gentingéncy fund.................... ‘ (200, 000, 000) (200.0) (200, 000, 000) | (200. 0) 
Migrants, refugees, and ese: apee s: | | 
ICEM ...__- en ee: £00, 00) (12. 5) (12, 500, 000) (12. 5) 
. U. N. High Commissioner for | | 
: Refugees-- ‘ ichiastesainiat amalal (1, 200, 000)| (1. 2) | (1, 200, 000) (1. 2) 
U. 8. escapee program Ait (8, 600, 000) | (8. 6) | (8, 600, 000) (8. 6) 
Children’s welfare ___....._- wthedo (11, 000, 000) | (11. 0) | (11, 000, 000) (11. 0) 
Palestine refugees -_..-----.--------.- | (25, 000, 000) | (25.0)| (25, 000, 000) (25. 0) 
Ocean freight (voluntary relief)_-..-...-| (2, 100, 000) (21)| (2, 100, 000) 2.1) 
Control Act expenses. -................ (1, 000, 000) (dl 0)| (1, 000, 000) (1.0) 
Administrative expenses, LC A eee (33, 000, 000) | (33 0) (33, 000, 000) (33. 0) 
Administrative expenses (S tate, 411 ©). (6, 692, 500) (6 7)} (6, 692, 500) (6. 7) 
Atoms for Peace program ’ x (5, 500, 000) (5.5) (5, 500, 000) | (5. 5) 
Total, economic assistance ..._......-- 2, 017, 092, 500 | 2, 017. 1 2 142, 092, 500 2, 142. 1 
Total, mutual security program--.-_..-- | 3, 817, 092, 500 bs 3, 817. 1 1 3, 942, 092, 500 » 3, 942.1 





1 The difference of $125 million between the program and appropriations estimate results from the fact that 
$225,118,000 of appropriations requested for the Development Loan Fund are not expected to be oligated 
until after June 30, 1959. This amount is offset by en expected use in fiscal year 1959 of $100,118,000 of funds 
appropriated for that Fund in fiscal year 1958 leaving the net difference of $125 million, 
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Nonregional program—Comparative summary of programs by function 


[In thousands] 








NONREGIONAL PROGRAM AND SPECIAL JUSTIFICATION 
STATEMENTS 
Military assistance: 
Special materiel programs: 
Tanne GOR UCNININS ne eh ace 
Moderniz: ation, missiles and aircraft 


Packing, crating, handling, and transportation Liens: 
Repair and rehabilitation____... Sia adedas meee 
Programs under negotiation 
Cost-sharing programs: 
Facilities assistance program 
Infrastructure_ 
International military headquarters__...........-..--- 
Mutual weapons development program 
Other noncountry program: 
Administration 
a eg acaba 
Td oak lelennibanee 
Overseas internal security programs-_-_.....--.----.-- 
aa Coe cnsiccins eden cs sss dh went aerate eal 
U. N. support, Korea 
Miscellaneous 


Total, military assistance 


Economic assistance: 
Development Loan Fund ________- 
Technical cooperation: 
United Nations expanded Technical Assistance Pro- 
gram and Special Projects Fund 
Interregional expenses 


Total, technical cooperation 


Other programs: 
Contingency Fund_--_-___- 
Less: 
Funds distributed to programs reflected under 
other items in this presentation : 
Unobligated balance no longer available _. 


Undistributed contingéney fund__- 
Migrants, refugees, and escapees: 

Intergovernmental Committee 

Migration 


for European 


United Nations High Commissioner for Refugees_| 


Ese: iper program 

Hungarian refugee program 

Algerian refugees 

Egyptian refugees 
United Nations Children’s Fund.-..................-. 
Ocean freight, voluntary relicf shipments_ - 
Control Act expenses Rare 
Administrative expenses, ICA (see, 411 (b))__...--.--. 
Administrative expenses, State (sec. 411 (c))_._- 
Atoms for peace program 
Malaria eradication program ._- 
Special programs, other than military __ 


Total, other programs 
Total, economic and technical cooperation 


Total, nonregional programs_-...........--....---.-- 





























Program 
Actual fiscal | Estimate Proposed 
year 1957 fiscal year fiscal year 
1958 1959 
$42, 024 $92, 217 $54, 483 
55, 032 365, 527 288, 246 
135, 200 85, 470 56, 171 
125, 836 119, 500 119, 500 
53 16, 196 15, 762 
akin ai eee scienaentons 49, COO 
5, 022 20, 000 20, 000 
57, 756 65, 000 60, 000 
5, 350 6, 550 7, 500 
35, 337 40, 000 40, 000 
20, 665 23, 500 25, 000 
55, 874 97, 000 80, 000 
202 210 275 
2, 174 10, 060 10, 000. 
9, 426 14, 296 29, 337 
13, 664 12, 000 12, 000 
23, 139 5, 450 6, 825 
586, 754 | 972, 916 874, 090 
wnodiih teamcnsag 200, 000 500, 000 
15, 500 15, 500 20, 000, 
11, 386 | 13, 500 15, 000 
26, 886 29, 090 35,, 000 
— ——_—— \ ——— = | ee 
100, 000 | 225, 950 | 200, 000 
| 
| 
—95, 357 | —165, 153 | 
—4, 643 | 
cesesee.ece.| 60,797 | —-:200, 000 
12, 500 12, 500 12, 500 
1, 900 | 2, 233 1, 200 
5, 989 5, 850 | 8, 600 
31, 723 7, 000152. 3 
baie 25 | asda 
763 | cet 
10, 000 11, 000 11, 000 
2, 040 2, 20 2, 100 
1, 136 1, 040 | 1, 000 
28, 261 30, 594 33, 000 
6, 402 6, 665 6, 693 
1, 050 4, 450 5, 500 
einpheeaae 22, 093 25, 600 
30, 107 4, 000 ‘d 
131, 871 170, 857 307, 193 
— 
158, 757 399, 857 842, 193 
745,511| 1,372,773 | ‘1,716, 202 
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We have with us this morning Mr. Markley Shaw, Comptroller, 
Office of the Assistant Secretary of Defense, International Security 
Affairs. We shall be pleased to hear from you at this time, Mr. Shaw. 

Mr. Mourpny. I am sorry, we probably g got our signals crossed here, 
but it was my intent to give the committee first a ‘picture across the 
board. 

Mr. Passman. Do you have a prepared statement ? 

Mr. Murrny. I was going to speak from charts, sir. I do not have 
a prepared statement. My purpose was threefold this morning: 
First of all, to give the committee a perspective on the financial situa- 
tion, where we have been, where we are about now, where we expect 
to be in the future, 

To do that I was going to speak briefly from some charts on the 
mutual security program as a whole and then narrow it down to the 
economic assistance portion of the mutual security program, after 
which Mr. Shaw was going to give the Committee a statement on the 
military assistance program. 

Mr. Passman. Would it please the gentleman if the committee 
should discuss those items as we proceed ? 

Mr. Murrpny. Yes, it would. 

Mr. Passman. Then we shall hear from Mr. Shaw at this time. I 
had no indication you wanted to talk first. Mr. Shaw had a prepared 
statement here. 

Mr. Murpny. I put it on the witness list, sir. 

Mr. Passman. Will you proceed, Mr. Shaw ? 


GENERAL STATEMENT ON Sratus or Miuirary AssisTANCE 
APPROPRIATION 


Mr. Suaw. Mr. Chairman, the committee has asked for a summary 
report on the present status of the military assistance appropriation. 
My statement has been prepared to present that information. It is 
supplemental to the brochure, Fiscal and Budgetary Status of the 
Military Assistance Program, previously distributed to you. 

The funds for the military assistance appropriation, provided each 
year by the Congress, are appropriated to the President and by Ex- 
ecutive order of the President are made available to the Secretary of 
Defense. These funds are available for use through the normal ap- 
portionment process of the Bureau of the Budget. 

The fiscal year 1958 authorization for military assistance was $1.6 
billion, against an executive branch request for $1.9 billion. The ap- 
propriation was $1,340 million, plus a reappropriation of $538.8 mil- 
lion remaining unobligated on June 30, 1957, for a total $1,878.8 
million. 

Fiscal year 1958 military assistance funds are available until De- 
cember 31, 1958. Prior to fiscal 1958, appropriations were on an 
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annual basis. Eighteen-month availability has been very helpful; 
for instance, there are several projects involving the collaboration of 
other countries development of which will be facilitated by the as- 
surance that military assistance funds will remain available for ap- 
plication immediately after the first of the fiscal year. 

A comparison of fiscal years 1957 and 1958 and requested fiscal year 
1959 military assistance appropriations is as follows: 


Military assistance appropriations 
{In millions} 


Fiscal year | Fiscal year Request 
1957 1958 


scal year 
1959 
New obligational authority. ............-.....--------------.- $2, 017.5 $1, 340.0 $1, 800.0 
IIIA eek Stoo. cdncadddnakdelttinsahahe 195. 5 OS Foc 
Se eng a ec Jan euieee ae ruate 2, 213.0 1, 878.8 1, 800.0 


Public Law 85-270, the Mutual Security Appropriation Act 1958, 
was approved September 3, 1957. Despite that late date, obligations 
of military assistance funds have progressed more satisfactorily this 
year than in previous years, and practically all the money available 
will have been obligated by June 30, 1958. The amount of $25.0 mil- 
lion which it is estimated will remain unobligated on June 30, 1958, 
will have been apportioned against approved programs by the Bureau 
of the Budget, and allocated to the implementing agencies before that 
date. The $25 million will represent many small balances in the tech- 
nical services of the military departments and amounts in the ac- 
counts of other implementing agencies, which have become excess to 
the requirements of approved programs due to changes in price, or 
which have not yet been required due to delay in the receipt of antici- 
pated commitments to fund. In an operation having so many sup- 
pliers, such end-of-the-year unobligated balances are unavoidable. 

The military assistance appropriations language for fiscal year 1959 
recommended by the executive branch includes an amendment to sec- 
tion 108 which would authorize the consolidation of all unexpended 
balances remaining in the 18-month account with the fiscal year 1959 
appropriations. This authority would eliminate the necessity of main- 
taining separate accounts for the relatively small amount of unobli- 
gated fiscal year 1958 funds which in any case will be available under 
existing legislation for obligation in the early part of fiscal year 1959. 

It is the practice of the Office for International Security Affairs 
(ISA) to fund segments of approved programs as they are finalized 
and as procurement plans are developed. Apportionment requests in- 
itiated in ISA are critically reviewed by the Assistant Secretary of 
Defense, Comptroller, and by the Bureau of the Budget before appor- 
tionments are authorized. 

Apportionments this year have been received in the amounts and 
on the dates specified below. 





393 


Military assistance apportionments 


[In thousands] 





Apportionment number Date Amount 

Miche tats eemcieud ccna da antecnmutteicntimisannsinhaialgceiiadememdaeana Sept. 26, 1957 $478, 250 
Oe th SS ios, Cees ee ee eS ot eee eae ee Oct. 9, 1957 29, 613 
Tio ctaeiinirsahesnacdilpiceesecaqiaicisinsorsavepsiacelicnaaasaiocel eiabasueiiadietndin pein ina aaenalintia nail Nov. 6, 1957 477, 687 
SR May icintn naseveuetes etn minina Wineosmedies aban cates Daa anata b datan caren Nov. 14, 1957 3, 613 
ess castesubes ots sniper Eat ikon mate cicada deep acai dels lias ditt aital cg 185, 664 
iiniiesieae seid clic kieiaciiesiaciiadcacndabaelite cide chat chiaiitn teasnsepeaaloatandiaala sicielclgaiia dd cacikcaeibertinnaal Jan. 2, 1958 107, 595 
Da ticieicdicnh wcnnsncdaccweudioande tidak Adan aiewebdeiiiiameds aah aus akeonel Jan. 27,1958 335, 842 
Ee hana dhintindih niiciididscnisiianits denipaduiae iad Giiaakei teil tie ee Mar. 25, 1958 95, 069 
iteoas isinchsisclep ape ancae cae ware Raremecel i ccd hail atlas ated ie aacteen cus nlhctoatindl Apr. 2,1958 21, 079 
DS inca disease aut cilia dbccipt bie SoMenek guano anucedaieieiesddiaeedlattitedacjalbicteaticlaiial Apr. 16, 1958 76, 795 

Teens COGS. ow cncnncscd Sadia iets acini ectheesacatgeliea te leihesA ala ti Nila ie eee SS ale cae 1, 808, 157 


This table is interesting because it shows the bulk of the money has 
already been apportioned. 

The total to be apportioned by the Bureau of the Budget this year in- 
cludes an estimated $97,300,000 of prior-year deobligations which 
Bureau of the Budget regulations require to be reapportioned. The 
source of these deobligations will be explained later. 

Fiscal year 1958 military assistance funds have been programed 
against approximately 19 program categories. The following tabula- 
tion shows, against this list, the distribution of the certified unpaid 
obligations as of June 30, 1957, the fiscal year 1958 new obligational 
authority, the estimated fiscal year 1958 expenditures, and the esti- 
mated unpaid obligations as of June 30, 1958. The total fiscal year 
1958 new obligational authority of $1,848 million shown below reflects 
the transfer in fiscal year 1958 of an estimated $30 million of the mili- 
tary assistance fiscal year 1958 availability. 





Military assistance fund availability and expenditures 
[In thousands] 





Certified me Estimated 


























Estimated Estimated 
Program category paid obliga- | fiseal year fiscal year {| unpaid obli- 
tions, June | 1958 program | 1958 expendi-| gations, June 
30, 1957 tures 30, 1958 
_—— — eee a Ee ee ss _ - = ee 
a ninsnicsstiaieniaeatndtneebeiesieinenes | 1 $3,242,109 | $1,443,955 | $1,762,016 | $2, 924, 048 
ee a 2, 413, 061 1, 246, 178 1, 285, 700 2, 373, 539 
Military sales (103c)........................ Se eke toa 97, 000 11, 200 cr 85, 800 
pe a ee ers ad ai chimel .| 2,041 aire ‘alain 
Direct procurement in United States __---_- 226, 316 | 7, 545 | 150, 859 "83, 002 
Offshore procurement. at 385, 680 | 92, 293 | 224, 216 | 253, 757 
Navy shipbuilding in United States_...-__- 64, 385 39, 200 | 50, 000 53, 585 
Repair and rehabilitation._....._._._.____- 27, 836 | 59, 042 | 38, 000 = 48, 878 
a j TG Sinn nents : 25, 487 
Deobligations of prior-year funds used fiscal 
year 1958 materiel programs..__._.- shiedias 97, 303 (97, 303) }__. tet silk acileiteciecbatiaidon 
Wacitlos eamlnteneG cas aoc sce sdiicccceeancaes 2 61, 447 | 20, 000 22, 400 50, 047 
Supply operations: | 
Packing, crating, handling, and transporta- | 
A a a a j 30, 429 119, 500 114, 700 35, 229 
Se na crf i Sic ak chisnashewen 679 | 4,150 | 4,190 729 
Training - ch assatsk4 ak dba aebiaieadienan 48, 838 | 68. 375 | 72, 100 45,113 
ee ee 6, 163 23, 500 23, 200 6, 463 
International military headquarters__.......-.- 3, 484 | 6, 550 | 6, 300 3, 734 
Infrastructure ..........-... 5 el ea Be 135, 509 | 65, 000 70, 000 130, 509 
Military public works.......................... | 84, 069 59, 360 68, 000 75, 429 
Mutual weapons development. -_............... 77, 374 25, 000 29, 200 73, 174 
tel ie OE, DR eR a os A } 5, 617 13, 410 13, 000 6, 027 
Subtotal. ___ aa r 3,695,718 | 1, 848,800 | 2, 185, 016 3, 359, 502 
Other mutual security programs ac ee as 17, Hi eure | 14, 984 | 2, 588 
Total military assistance appropriations. | 3, 713, 290 a 848, 800 ‘e 2, 200, 000 3, 362, 090 





1 Includes $6,100 facilities assistance programs funded under MAP orders. 
+ Excludes $6,100 funded under MAP orders 
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We went into the year as of June 30, 1957, with a total of $3.713 


billion, we are ending the year according to our estimate with $3.362 
billion. 

Mr. Passman. Unexpended ? 

Mr. Suaw. Yes, sir; unexpended. I stress this figure because of its 
ee It indicates that the unexpended balance is coming 

own 

The above statement shows a further reduction in the end-of-the- 
year unexpended balance from June 30, 1957, to June 30, 1958. The 
high for this figure was at June 30, 1953-—$8. 462 million. 

A comparative schedule of fiscal year 1957 actual obligations against 
the same program categories, with the fiscal year 1958 and fiscal year 
1959 obligational programs follows: 


Military assistance comparative schedule of obligations 


{In thousands] 


| 
Actual | Estimated Estimated 





























| 
Program category | fiscal year fiscal year fiscal year 
1957 1958 1959 
MN Leib bots des 5 50k ob csep i didebomesds~ desdeun | $1, 277, 943 $1, 443, 955 $1, 333, 182 
i 
MAP orders__-___--.-_--- gt4 Lae eet | 1820,516| 1, 246,178 1, 103, 558 
Military sales (103¢) _- at cae ed oe tae = eee eee se ia ol ; 97, 000 80, 000 
Military sales (other) - FOO Niasin dss Locudvinndinen 
Direct procurement in U nited States_____- 195, 233 | TMI Lin aiceetsens hea 
RPI UNTER AONE ce 149, 234 92, 293 | 74, 200 
Navy shipbuilding in U Inited States._....--..----------_-| 68, 884 39, 200 45, 300 
Repair and rehabilitation.__......_-._--_..-..-.---_.---- 32, 681 59, 042 30, 129 
Undistributed _- bess ‘ | DOD Ficdibdho et iidnnd chlticanaAin cannes 
Deobligations, prior-year ‘funds used against fiscal year | 
1958 materiel program_.___._.-__-- Ee Bek eee ata ‘ og ae ae ee 
Paecmntio’ aasistaneks oss. oo kc | 1 (1,078) 20, 000 20, 000 
Supply operations: 
Packing, crating, handling, and ene eee : 125, 836 119, 500 119, 500 
OSP office expense_____- ‘ kesac 4, 354 4, 150 4, 100 
a sai ss cate teahy 57, 026 68, 375 | 86, 300 
Administration___- | 20, 665 23, 500 | 25, 000 
International military headquarter. rs. 5, 350 6, 550 7, 500 
Infrastructure - - a eR 57, 756 65, 000 60, 000 
Military public works_- sense dicen Genoa eneet. RE 65, 063 59, 360 92, 143 
Mutual weapons dev elopment_- _ 35, 337 25, 000 40, 000 
Ne See ee neoan as 19, 540 13, 410 12, 275 
[oe — | 
Subtotal_______- tk I Se es eee 1, 667, 792 | as "848, 800 1, 800, 000 
Other mutual security programs CRY os a ee oon (3, 250) | |-------------- 
| -| |- 
Total military assistance appropriations__......_-...--- | 1, 664, 542 £ 848, 800 1, 800, 000 


1 $6,100 of facilities assistance programs funded under MAP orders. 
OBLIGATIONS AND RESERVATIONS 


Last year it was stated that fiscal year 1958 military assistance funds 
would be obligated earlier in the fiscal year than had been possible in 
prior years, since there had been many improvements in the pro- 
graming operations which would facilitate earlier allocation and con- 
sequently earlier obligations; $1,511 million, or 75 percent of fiscal 
year 1958 fund availability had been allocated to the implementing 
agencies by January 31, 1958. This year’s rate of obligation, actual 
and estimated, compared with the fiscal year 1957 rate, is shown below. 
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Military assistance obligations with reservations 


{In millions} 








Fiscal ial Fiscal year | Fiscal year | Fiscal year 
Month 1957 cumu-| 1958 cumn- |} Month | 1957 cumu- | 1958 cumu- 
lative | lative! | | lative | lative! 
| 
il oe 
July. is — * $67.8 $25.6 || February-.-_............-- $813. 7 $1, 138. 1 
August__..._- att 97.9 | OG Site es eed 914.5} 2 1,228.1 
September __- 115.9 (10. 9)|| April ae 7 1,241.9 21, 516.3 
October jetcet 130.8 | 171.9 || May : ERTIES 1, 306. 3 | 21, 677.0 
November... iii 160.3 622.6 || June 1, 664. 5 | 21, 823.8 
December - _-- Te 685. 9 712.4 || July to December 1958____| esakenl 21, 848.8 
January -_...- r aoe 769.9 1,115.5 |} 





| Excludes $30 planned for transfer to economic assistance under provisions of sec, 501, 
2 Estimated. 


Annually the Congress has been advised that relatively small 
amounts of military assistance direct citation funds are deobligated 
each fiscal year. The deobligations are most often the result of price 
changes but, as in the case of fiscal year 1958, $88 million of the de- 
obligations for the year came from the cancellation and/or reduction 
of three old offshore procurement contracts placed in the United King- 
dom. This was done without any cancellation charges to the United 
States. 

The following schedule shows a comparison of deobligations as 
shown in MAP accounts for the fiscal years 1956, 1957, and 1958. 


Military assistance statement of deobligations 


{In millions] 


Identifiable | Totalnet | Estimated 





net deob- | deobliga- | major deob- 
Major budget activity | ligations tions ligations 
fiscal year | fiscal year fiscal year 
1956 1957 1958 
Direct citation obligations: | 
Offshore procurement = s auaeulitibedaskinedaactannhat $35.9 | $32. 9 $91.1 
Direct procurement in United States_......__-___- eat 48.9 | RB: BBs a ngbeaiaicth 
Navy shipbuilding in United States... ...................-]-.-..-...-.-..] QB Rien aded 
Supply operations aepeadthe ; eee 3.4 | 7.3 1.3 
Training : Biwi daliniteadaahon coebla 4.9 1.7 
Mutual weapons < development. satel me | 1.5 1.0 
Administration ...............- eaten venacdaeee | 1.7 | 1.3 |- ud 
OU) a hdd i ih bb ds Sais ena 3.1 6.5 2.2 
WOES Ohi cidisi NR 93.0 | 71.6 97.3 


EXPENDITURE RATE 


A further indication of improved military assistance operations is 
illustrated by an examination of the rate of expenditures. Through 
fiscal year 1958 to date the expenditure has been unusually consistent, 
when compared to the rates reported for the two previous fiscal years. 
It is also interesting to note that there is a new stability developing 
among the total annual expenditures for military assistance in suc- 
cessive years. 
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Military assistance expenditures 


{In millions] 


Month Fiscal year | Fiscal year | Fiscal year | Fiscal year 
1956 1957 1958 1959 

WO Ea eed adicicicwecnnmceueuks sdeaaeeeaee $101.9 $301.9 PED lavipuwsdaaateae 
EE iieas say iekancecls acloaenws Dae e eee 90.9 157.4 SS: Be ntticnnds wae 
eh a Sas an Se ne aes 82.9 94.4 WO. 6 Fincacdcceakse 
| EEA et eee . oe 255.0 159.0 906.5 4... scisstwsne. 
IR 85006) Condo. oS wade! coe ae 117.9 100. 1 Ss 0 lawn twedaieen an 
| SER sae San 178.0 102.7 WER Nsencsavceisnd 
SR et i cdiakoeenesoaeee ; Saadaees 137.0 179. 6 BR Bot eee 
ncn 2h te akiecanaaalethed wea laa . 93.8 136.9 ee Wlcnaatecacen - 
| a. ae am Sh eule Oia 300. 4 262.3 SWS Getan céecewnue 
NN ipl a WesrinptaG ss wkwnc bat owand uaimdeckighineeeie 195. 3 155. 4 O27 te O tithiialdedcse 
Se a a etapa avi 313. 2 255. 4 Otte BE iccaccakaseaaien 
cca acct: cari ic nls Gioia chelates aioe deseo ao 753.8 451.3 OTE Saewcueienncuwn 








ella nies ect maecia eke Gupheeanee 2, 620. 1 2, 356. 3 12, 200. 0 ! 2, 200.0 








1 Estimated. 


MILITARY ASSISTANCE PROGRAM ORDERS AND RESERVATIONS 


Wherever obligations are mentioned (unless otherwise identified) 
in the preceding tables, the term includes, where appropriate, reser- 
vations as well as direct citation obligations. This committee will 
recall the difficulties the Defense Department experienced in trans- 
ferring to this system, which was authorized in the fiscal year 1955 
Mutual Security Appropriations Act. The complicated adjustments 
have been largely made and our reservation accounts are now effective. 
The operating personnel throughout the Defense Establishment are 
familiar with the strict procedures which control the procurement 
and delivery of materiel and services under the order and reserva- 
tion process. It has developed into an ideal method for procuring and 
funding military assistance requirements, in that it assures complete 
integrity of military assistance funds during the procurement phase 
of the supply operations. 

An especially desirable feature of the order and reservation process 
is the flexibility it provides. If, after a MAP order is issued, it is 
found that the military stock position indicates a substitute item could 
be delivered more promptly or more advantageously for both the 
supplying service and the recipient country, the adjustment can be 
m without requiring any change in accounting documents, since 
MAP pays only for that which is delivered. To expedite earlier re- 
porting of MAP transactions, to reduce the paperwork involved, 
and to hasten the timing of reinbursement to supplying service appro- 
priations, we are taking steps to move the place of delivery from the 
ocean ports to the inland depots, where MAP-designated materiel 
is packed and where it leaves the delivering service’s supply system 
and is accepted by a commercial carrier for delivery to a consignee. 

Through fiscal year 1958 MAP Navy Shipbuilding in the United 
States has been funded directly by MAP funds. Arrangements re- 
cently completed by the Navy and ISA have provided that this 
activity will be funded under the MAP order and reservation proc- 
ess beginning with the fiscal year 1959 program. This change will 
be another advantage and will eliminate the clumsy practice of pro- 
graming the full cost of ships at the beginning of a year, only to 
withdraw for use against other programs to the extent of the differ- 
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ence between the total commitment and the amount that can be ob- 
ligated before the end of the fund availability period. The new 
arrangement will mean greater efficiency and some saving in admin- 
istrative costs. 

The value of MAP orders issued to date, and the estimated unex- 
pended reservations as of June 30, 1958, are as follows: 


Military assistance status of reservation account 


[In thousands] 
































| 
| Total | Army Navy | Air Force 
seca a ete ee Bae ee 
| | 
Total orders/reservations issued through June 30, 1957__| $6, 593,051 | $2, 411, 545 $475,313 | $3, 706, 193 
Less: Expenditures through June 30, 1957_~-.-.- 4, 179, 990 1, 754, 256 | 234, 317 2, 191, 417 
Unexpended reservations as of July 1, 1957....- - | 2, 413, 061 | 657, 289 | 240, 996 1, 514, 776 
Plus: Reservations through Apr. 11, 1958__- | 1, 143, 663 | 793, 688 118, 389 231, 586 
Estimated reservations Apr. 12 through June 30, 1958__- 199, 515 61, 00 | 47, 343 90, 963 
Estimated availability through fiscal year 1958_..| 3, 756, 239 1, 512, 186 | 406, 728 1, 837, 325 
Less: Actual expenditures through Feb. 28, 1958 .- RE 792, 322 313, 440 48, 643 430, 239 
Estimated expenditures Mar. 1 through June 30, 1953... 504, 578 142, 960 31, 357 330, 261 
ee ee 
Balance, estimated unexpended reservations, 
I, TR ss 6a i lekki dedd ndbinaanges 2, 469,339 | 1,055, 786 326, 728 1, 076, 825 





MILITARY ASSISTANCE PROGRAM SALES UNDER AUTHORITY OF SECTION 103 
(C), MUTUAL SECURITY ACT 1957 


Under the provisions of section 103 (c) of the Mutual Security Act 
of 1957, a total of $33.2 of military assistance funds have been used to 
date in fiscal year 1958 to finance ‘the purchase of military equipment 
on a 3-year reimbursable basis. 

Repayments in dollars or local currency are scheduled as follows: 


Military assistance, sales under section 103 (c), MSA of 1957 


{In millions] 


Tock! sales prowrani TCAl FORT 1TG0G 6 .onn cca eitresinnmmnn $97. 0 
Repay fiscal year 1958: 

I account seems ltieniglatpscamia le acaba asamp tics easing einaiabiesiael 8.0 

RE Ui assis ices tip Dbtarniagp eeibenasiecniaaianiiialinstaieriialaiapianinnctisiniaue aheeatis 7.5 
Repay fiscal year 1959: 

UI a iS siete ete ah as cscsinteeensd sansa iintashaieanthnounich aplbanircndiaddamigilendes 24.3 

RA UG si iia cnr ho weit ec aise a lean ani 22.5 
Repay fiscal year 1960: 

NI ns asee cinder saieaensatencenee nati ca arian il acai pitta taint anaes 17.8 


INTERNAL AUDIT 


Consultations with the General Accounting Office and determina- 
tions within the Office of the Secretary of Defense have resulted in 
the initiation of a plan to conduct a comprehensive audit of the mili- 
tary assistance operations at all levels of its activities within the De- 
partment of Defense. The fiscal affairs as managed by the military 
departments have always been subject to audit by the internal audit 
agencies of the Army, Navy, and Air Force. The comprehensive 
audit now being undertaken under the direction of the Assistant Sec- 
retary of Defense, er will follow operations from the Office 
of the Secretary of Defense through the military departments to the 
operations in the field. ISA welcomes this innovation and expects 
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additional improvements will be brought about through this addition- 
al management tool. 


UNOBLIGATED AND UNEXPENDED BALANCES 


At the end of fiscal year 1956 there were unobligated funds in the 
amount of $33,900,000 which the Congress reappropriated ? 

Mr. Suaw. That is the amount of unexpended Saitin at the end 
of fiscal year 1955 that was reappropriated for fiscal year 1956, 

Mr. Passman. Not unexpended but unobligated ? 

Mr. Suaw. Unobligated; yes, sir. 

Mr. Passman. And in fiscal 1957 the Department had $195,500,000 
in unobligated funds that the Congress reappropriated ¢ 

Mr. Suaw. That is correct, sir; $195,500,000 out of unobligated 
fiscal year 1956 funds were continued available for fiscal year 1957. 

Mr. Passman. And in fiscal 1958 the military departments had 
$538,800,000 in unobligated funds that the Congress reappropriated ? 

Mr. Suaw. That is correct, sir; $538,800,000 of unobligated fiscal 
year 1957 funds were continued available until December 31, 1958. 

Mr. Passman. If the Congress had not reappropriated those funds, 
they would have lapsed ? 

Mr. Suaw. That is correct. 


AMOUNT OF BUDGET FOR FISCAL YEAR 1959 


Mr. Passman, It is the committee’s understanding that the total of 
new budget estimates submitted for the mutual security program for 
fiscal year ending June 30, 1959, is $3,942,092,500. Is that the figure ? 

Mr. Murpnuy. Yes, sir. 

Mr. Passman. The funds requested for fiscal year 1959 amount to 
$1,173,332,500 more than the new appropriations for the current fiscal 

ear. 
r Mr. Murpuy. Yes, sir. 


INCREASES REQUESTED FOR FISCAL YEAR 1959 


Mr. Passman. And the increases principally are as follows: 

Military assistance increase of $460 million, defense support $146 
million, Development Loan Fund $825 million, contingency fund 
$200 million. 

Mr. Mourruy. Yes, sir. If I may make one remark about that last 
figure, the contingency fund of $200 million is a separate account pro- 
posed for fiscal 1959. i, 

Mr. Passman. We are considering totals at this time. Is the figure 
correct ? 

Mr. Murruy. The new request for $200 million is the contingency 
fund but last year there was a contingency fund as part of the special 
assistance account so the $200 million is not all increase, sir. 

Mr. PassmAn. How much of it is an increase ? 

Mr. Murreny. $55 million. 

Mr. Passman. This would still be approximately $175 million in 
new obligation authority over the total for last year? 

Mr. Mourrny. I thought that was the figure you read out first, Mr. 
Chairman. 
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Mr. Passman. I wanted to have it verified. 

Mr. Murpuy. Yes; that is correct. That is the increase of new obli- 
gation authority. 

Mr. PassmMan. It would appear that you are requesting in new ap- 
propriations $506,282,500 more than the total amount appropriated 
for the program for the fiscal year 1958, including the unobligated 
balance which the Congress reappropriated. 

Mr. Mureny. What was the figure, sir? 

Mr. PassMAN. $506,282,500 more than the total appropriated last 
year, including the funds reappropriated. 

Mr. Murenuy. That is correct, Mr. Chairman, if you leave out of the 
reappropriated items such as the Asian Economic Development Fund 
which was continued available without requiring reappropriation. In 
terms of obligation availability, Mr. Chairman, our figure for 1958 is 
$3,534 million. 

Mr. PassmMan. I am going to get to that, but my figures are either 
right or wrong and I want to establish them. 

Mr. Murreny. Yes, sir. 


LEAD TIME ON MILITARY EQUIPMENT 


Mr. Passman. Mr. Shaw, what is the lead time on military equip- 
ment for the mutual security program ¢ 

Mr. Suaw. It is estimated the lead time is approximately 18 months. 

Mr. Passman. Average? 

Mr. Suaw. Yes, sir. It varies with the type of equipment. 

Mr. PassMaANn. Some less and some longer, but that is the average ’ 

Mr. Suaw. We consider that to be the average. 

Mr. Passman. Your orders are placed with the Defense Depart- 
ment, which in turn places the orders with the suppliers? 

Mr. Suaw. MAP orders are placed with either the Army, Navy, 
or Air Force. 

Mr. Passman. Some branch of the military ? 

Mr. Suaw. Yes, sir. 

Mr. Passman. You do not place any direct orders ? 

Mr. Suaw. We do not ourselves have any procurement department. 


PERCENT OF MILITARY PURCHASES AVAILABLE FOR 
IMMEDIATE DELIVERY 


Mr. Passman. What part percentagewise of the total request comes 
directly off the shelf available for immediate delivery? 

Mr. Comer. The majority of the Army deliveries have been shelf 
items. 

Mr. Passman. The majority of the deliveries? 

Mr. Comer. In the case of the Army. 

Mr. Passman. Upto this present date? 

Mr. Comer. In the Air Force the majority are from production. 

Mr. Passman. What percentage would you say comes from the 
Army, of the total ? 

Mr. Comer. I am afraid the percentage I would give is only ap- 
proximate but I would estimate it to be in the vicinity of 60 to 65 
percent. 


25164—58——26 
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Mr. Passman. Sixty or sixty-five percent of the total of the MDAP 
program 

Mr. Comer. That was Army. 

Mr. Passman. Supplied by the Army. Of the MDAP program 
from the Army 60 to 65 percent is from the shelf ? 

Mr. Comer. Yes, sir. 

Mr. Passman. That is in our favor insofar as lead time is concerned. 

Mr. Comer. That is, in the past. 

Mr. PassMANn. You said up to the present. 

Mr. Comer. Yes. 

Mr. Passman. How do you know this will change in the future? 





NEED FOR REPAIR AND REHABILITATION OF MILITARY ITEMS 


Mr. Suaw. Because of the change of type of materiel predominant 
in the current programs. May I also say that although items are 
classified as coming off the shelf, many of those items require repair 
and rehabilitation before they are delivered to our program. 

Mr. Passman. How much time is required to repair and crate and 
get the materiel ready for delivery ? 

Mr. Suaw. There are many factors which control the amount of 
time required for repair and rehabilitation. It depends to some de- 
gree upon the schedule of work that faces the repair depots, Mr. 
Chairman. 

s r. Passman. Would you say 6 months would be about the aver- 
age 

Mr. Snaw. I would think six months to a year depending upon the 
volume of the item and the condition of work at the depot that handles 
the work. 

Mr. Passman. Did you take those factors into account in stating 
the lead time as approximately 18 months? 

Mr. Suaw. These factors have all been taken into account. 


CONTEMPLATED ANNUAL RATE OF EXPENDITURE FOR FISCAL YEAR 1959 


Mr. Passman. What is the contemplated annual rate of expenditure 
for fiscal 1959 in military ? 
Mr. Suaw. $2.2 billion. 


FINANCING OF 18-MONTH PIPELINE 


Mr. Passman. Under this criterion a tight program would require 
what amount of money on hand unexpended to carry out your com- 
mitments? 

Mr. Suaw. If we use 18 months, the unexpended balance at the end 
of the year should be 3.3. 

Mr. Passman. If you have in unexpended funds and new appro- 





priations 3.3 
Mr. Suaw. No, sir; I beg your pardon, sir. I said at the end of the 
year before the new appropriations we need 3.3 unexpended plus the 
new appropriation to carry a 2.2 expenditure program. 
Mr. Passman. How do you justify those figures? If you have lead 
time of 18 months and you are funded for 18 months, then you keep an 
18-month pipeline filled. 
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Mr. Suaw. That is right. 

Mr. Passman. That would require 3.3? 

Mr. Suaw. 3.3. 

Mr. PassMAN. That is exactly what we wanted to establish. 

Mr. Suaw. May I add, Mr. Chairman, that the pipeline as we com- 
ute it is the amount of funds needed as of the close of the fiscal year. 
hat is the pipeline going into the next year. 

Mr. Passman. You could place another interpretation upon that 
matter. If you have 18 months’ lead time and your annual rate of 
expenditure is $2.2 billion, $3.3 billion would give you a money supply 
for 18 months the same as the lead time. I think I qualified this by 
stating that under that criterion you would have a tight program. 

Even though you would like to have a year and a half funded 
before the new appropriation, I am thinking in terms of a tightening 
economy. If you are reasonably sure of getting your appropriations 
and your lead time is 18 months and the annual expenditure is 2.2, 
then 3.3 would fund you for 18 months? 


ESTIMATED UNEXPENDED BALANCE AT END OF FISCAL YEAR 1959 


Mr. Suaw. Mr. Chairman, at the end of fiscal year 1959 our estimate 
is that we will have 2.9 unexpended. 

Mr. PassMan. But am I correct in my impression ? 

Mr. Mourrny. I do not think you are correct, sir. I will tell you 
why. In order to finance an 18-month lead time you have to have 
obligations at any point equal to 18 months’ deliveries. If your year 
deliveries are $2.2 billion, 18-month deliveries would be $3.3 billion. 
Mr. Shaw used June 30 as an example but on July 1 there will be 
expenditures from that $3.3 billion of unliquidated and there will 
be additional obligations. So that in fact to finance a $2.2 billion 
expenditure rate per year at all times you have to have $3.3 billion 
obligated. And in order to have $3.3 billion obligated at any time you 
have to use your new year’s money. ; 

Mr. PassmMan. That is what we appropriated it for, was it not? 

Mr. Murrpny. Yes, sir, but you cannot assume that because there 
is $3.3 billion unexpended on June 30 that you could keep the pro- 
gram going at a $2.2 billion expenditure rate without adding addi- 
tional funds. 

Mr. Passman. You get your new funds at one time in the year, do 
you not? 

Mr. Mourpnuy. Yes, sir. 

Mr. Passman. I suppose that is something we could argue all day. 
I never like to spend my money in advance. 

Mr. Taser. How does that make sense? 

Mr. Passman. It does not make sense tome. We established it last 
year just the opposite. I will insist I am correct if we follow a tight 
schedule. I do not believe in spending my money before I get it and 
know what I am going to get per month. If the lead time is 18 
months and the annual rate $2.2 billion and we provide a total on 
hand at all times of $3.3 billion, then certainly that would fund the 
program for 18 months and would give 18 months in the pipeline. I 
cannot see it any other way. 

Now may we proceed into discussion of some of the different pro- 
grams? 
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Sratus or Varrous APPROPRIATION ACCOUNTS 


MILITARY ASSISTANCE 


Beginning with military assistance, what are the estimates for un- 
expended funds as projected to June 30? 

Mr. Suaw. The unexpended amount as of June 30, 1958, Mr. Chair- 
man, would be $3.362 billion. 

Mr. Passman. $3.362 billion on hand unexpended as of June 30, 
1958. 

Mr. Suaw. That is with the understanding we will not exceed our 
expenditure estimate for this year which is $2.2 billion. 

Mr. Passman. The figure could go up a little or down a little. 

Mr. Suaw. We do not think it will go up. We think it will go 
down because we think the expenditures for fiscal year 1958 may ex- 
ceed the $2.2 billion. 

Mr. Passman. Will you give us that as a firm figure at this time? 

Mr. Suaw. I will give $3.362 billion as firm. 

Mr. PassmAn. Firm as of June 30 for unexpended funds in the 
military. What amount of that will be unobligated at that time? 

Mr. Suaw. $25 million is estimated, sir. 


DEFENSE SUPPORT 


Mr. PassmMan. What amount was available for defense support for 
fiscal 1958 ? 

Mr. Morpnuy. In obligational authority $725 million, Mr. Chairman. 

That is the appropriation of $689 million plus $36 million reap- 
propriation. 

Mr. Passman. What do you estimate you will have on hand unex- 
pended in defense support as of June 30, 1958 ? 

Mr. Murpny. $910,688,000, 

Mr. Passman. Of that total what amount will be unobligated ? 

Mr, Murpnuy. We do not expect any of it to be unobligated. 

Mr. Passman. How are you working such a close program ? 

Mr. Morpny. As I indicated once before, Mr. Chairman, we hope 
that the committee understands that we are excluding minimal resid- 
ual items that may appear in some account that in the worldwide 
figure may end up—— 

Mr. PassmMan. There could be a revision in that figure and you 
would have unobligated funds, depending upon the turn of events and 
how fast you can obligate those items in the next 30 days? 

Mr. Morpny. The program changes from day to day. This is 
current. 

DEVELOPMENT LOAN FUND 


Mr. Passman. On the Development Loan Fund, what amount did 
you have available for obligation for fiscal 1958 ? 

Mr. Mourreuy. $300 million. 

Mr. Passman. How much of that has been actually obligated, and 
how much do you estimate will be obligated as of June 30, 1958? 

Mr. Murrnuy. As of April 16 zero, as of June 30 $125 million. 

Mr. Passman. The unobligated out of the Development Loan Fund 
as of June 30, 1958, would amount to what figure? 
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Mr. Morruy. $175 million. 

Mr. Passman. Is that the Fund you asked a lot more money for last 
year than the Congress appropriated ? 

Mr. Moureny. Yes, sir. 

Mr. Passman. The record indicates that the Congress was rather 
wise in the figure allowed. 


Mr. Murruy. From the standpoint of actual technical obligations 
being recorded, yes, sir; that is correct. 


AMOUNT OF DEVELOPMENT LOAN APPLICATIONS PENDING 


Mr. PassmMan. It was stated yesterday and on prior days that there 
are applications pending for approximately $1.500 billion. 

Mr. Mureuy. It was in that neighborhood. 

Mr. Passman. That is quite similar to a bank which may have 25 
applications for loans, but turns down 24 and approves 1. Let us 


say you approve 5 and turn down 20. Is that not usually the way 
the banks operate ? 


Mr. Murpuy. Yes, sir. 

Mr. Passman. You always get applications for a lot more money 
than you are going to lend? 

Mr. Murruy. Yes, sir. In fact I think Mr. Dillion indicated 
previously that they have turned away some $200 million in loan 
applications. 

Mr. Passman. Let us talk about what you have before you at this 
time. 

Mr. Murpeny. Total proposals under review and on hand as of 
April 16 were $1,582,434,000. 

Mr. PassmAn. From what nations do you have applications 
pending ? 

Mr. Murpuy. That I do not know, Mr. Chairman. 

Mr. Passman. Where did you get the totals? How did you add 
up those figures if you did not have the name of the nation which made 
the application ? 

Mr. Murpuy. I did not add them up, sir. 

Mr. PassmMan. You are Comptroller. 

Mr. Moureuy. That is correct. 

Mr. PassMANn. How could we get a list of those nations? 

Mr. Morpuy. I can provide it. I can probably read it right from 
this statement. 

Mr. Anprews. There was a list yesterday. 

Mr. Passman. It was a partial list. You will please provide it 
for the record. 

Mr. Murrny. Yes, sir. Mr. Chairman, you had previously indi- 
cated, you will recall, you wanted to go into this in some detail. When 
Ambassador McIntosh comes tornorrow he will be prepared. 

Mr. Passman. We have found in the past the Comptroller has 
considerable knowledge of the amount of money obligated and 
unobligated. 

Mr. Murrny. I do know something about them; yes, sir. 
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(The following information was subsequently supplied :) 


DEVELOPMENT LOAN FUND, APRIL 16, 1958 


Proposals have been made to the Fund for development loans in the following 


countries : 

Nigeria Korea Jamaica 
Northern Rhodesia Malaya Nicaragua 
Southern Rhodesia Philippines Paraguay 
Somalia Taiwan Uruguay 
Tanganyika Thailand Ceylon 
Uganda Vietnam Greece 
Ethiopia Argentina India 
Liberia Brazil Iran 
Tunisia Bolivia Traq 
Libya Chile Israel 
Iceland Colombia Jordan 
Portugal Costa Rica Lebanon 
Spain Ecuador Nepal 
Burma Honduras Pakistan 
Indonesia Haiti Turkey 


SPECIAL ASSISTANCE 


Mr. Passman. We have another fund, special assistance. What 
amount was in that fund for fiscal 1958? 

Mr. Mourrny. $225 million is the appropriation. That included 
contingency funds, also. 

Mr. Passman. It isin one fund, one account ? 

Mr. Mourreny. Yes, sir. 

Mr. Passman. Please repeat the figure. 

Mr. Murrny. $225 million was the amount appropriated. 

Mr. PassMan. What do you estimate will be on hand, unobligated, 
as of June 30? , 
are Morrny. There again, sir, we expect full obligation of the 

nds. 

Mr. Passman. As of the last date, what amount of that fund has 
been obligated ? 

Mr. Murpuy. On March 31, 1958, the obligations were $41,466,000 
for ICA programs. Including other agencies, a total of $85.6 million 
was obligated. 

Mr. Passman. And the unobligated funds as of March 31? 

Mr. Mureny. Would have been $139.4 million. 

Mr. Passman. $139.4 million of the $225 million ? 

Mr. Mourrny. Yes, sir. 

Mr. Passman. Of the $225 million appropriated ? 

Mr. Mourrny. Yes, sir. 


ASIAN FUND 
Mr. Passman. What is the situation with regard to the President’s 


special fund for Asia ? 
Mr. Morpnuy. The Asian fund, sir 





Mr. PassmMAn. What do you estimate will be on hand, unobligated, 
as of June 30% 

Mr. Morpny. $7,595,000. eh 

Mr. Passman. You have had that appropriation for how many 
years ? 

Mr. Murrny. This is the third year. 
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Mr. Passman. Any unobligated funds will lapse? Are you not 
asking for authority to carry this over ? 

Mr: Moreny. Yes, sir. Our presentation book indicates, Mr. 
Chairman, that the executive branch would like to have the Con- 
gress reappropriate whatever amount is under negotiation for proj- 
ects which it hopes to consumate early in fiscal 1959. 

Mr. Passman Is that the fund the Congress reduced from $200 
million to $100 :nillion 3 years ago and we heard quite a howl about 
cutting it too deeply ? 

Mr. Morreuy. That is the fund. 


TECHNICAL COOPERATION (UNITED STATES) 


Mr. Passman. For “Technical cooperation (United States) ,” what 
funds were available for fiscal 1958 ? 

Mr. Murrny. The appropriations, sir, were $125 million, which 
was composed of $113 million of new money and $12 million of re- 
appropriation. In addition, there were $3.8 million of reimburse- 
ments and no-year funds continued available, making total of $128.8 
million. 

Mr. Passman. On this particular fund, what was the unobligated 
balance for the close of fiscal 1956 ? 

Mr. Taser. We had that the other day. 

Mr. Passman. I want to keep it going right along here, because 
this is what I will work from. I am backing up the 3 previous years 
because of the indictment the other day. I should like to see if we 
damaged the program in the past. , 

Mr. Mourpny. The total, sir, was $4.5 million. 

Mr. Passman. $4.5 million. The unexpended amount at the end of 
fiscal year 1956 was what? 

Mr. Mourrery. You are asking for bilateral only ? 

Mr. Passman. Yes, just United States. 

Mr. Morrny. The figure I have here includes the multilateral, sir, 
and I would have to research it. 

Mr. Passman. Take your time, if you like, and do your subtracting 
for the record. 

Mr. Arexanper. I did not get the unobligated figure. 

Mr. Morrny. $5,800.000, including $1,300,000 of multilateral. 

Mr. Passman. Unobligated June 30, 1956. You may insert the un- 
expended in the record. 

(The information referred to follows :) 

The unexpended balance, June 30, 1956, for the technical cooperation bi- 
lateral program was $160.7 million. 

Mr. Passman. What was the amount of the unobligated funds on 
June 30, 19572 

Mr. Moreny. Total, sir, was approximately $20 million. 

Mr. Passman. What was the amount unexpended ? 

Mr. Morpny. If I may finish, sir, $12 million of that $20 million 
was reappropriated. 

Mr. Passman. I am interested in what you had on hand, unobli- 
gated. 

Mr. Morrny. Total is $20 million. 

Mr. Passman. What did you have on hand, unexpended, at June 
30, 1957? 
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Mr. Morpny. I think I have this one, sir ; $180 million. 

Mr. Passman. For fiscal year 1958, what did you have on hand, un- 
obligated, as of March 31? 

Mr. Mureny. Approximately $65 million. 

Mr. Passman. Which was approximately 50 percent of the total 
annual appropriation. 

Mr. Mourpny. Yes, sir. 

Mr. Passman. At what amount do you estimate the unobligated 
balance as of June 30? 

Mr. Murrny. We are predicting complete obligation. 

Mr. Passman. You are going to have to do some hifalutin’ obligat- 
ing in the last 30 days in order to be able to obligate it. You will have 
to obligate 30 percent of this during the month of May, will you not? 

Mr. Mcurrny. We shall have to obligate a total of $39 million in 
April and May, Mr. Chairman, according to my estimation. 


LATIN AMERICAN ECONOMIC DEVELOPMENT PROGRAM 


Mr. PassmAn. There is a Latin American economic development 
program ? 

Mr. Murrny. Yes; we have a program in Bolivia, sir, which 
comes under the heading of special assistance. 

Mr. Passman. What was the amount for that program for fiscal 
1958 ? 

Mr. Mourrny. $17 million, sir. I beg your pardon, sir. There is 
also Guatemala, $10 million. 

(Off the record.) . 

Mr. Murrny. The amount for 1958 for Latin America, other than 
technical cooperation, was Guatemala, $10 million; Bolivia, $17 mil- 
lion; Haiti for $2 million, and $1 million for regional programs— 
about $30 million. 

a Taser. The figure that was handed us the other day was $30.8 
million. 

Mr. Morpny. That, sir, is technical cooperation. The chairman 
asked for economic development. 

Mr. Passman. What do you estimate as the unobligated balance in 
that fund on June 30? 

Mr. Murrpny. In the Latin American economic program? 

Mr. Passman. Yes. 

Mr. Murpnuy. Nothing, sir. 

Mr. Passman. What will be the amount of the unexpended balance ? 

Mr. Denton. Is that a carryover from the old appropriation ? 

Mr. Passman. Part of it. While he is looking up that figure, the 
record would indicate, then, that in fiscal years 1956 and 1957 the 
Congress allowed more for the technical cooperation program than 
you were able to obligate. 

Mr. Murpny. Yes, sir. 

Mr. Passman. You may insert the figure as to the unexpended bal- 
ance in the record. 

Mr. Morrny. All right. 

(The information requested follows :) 


It is estimated that the unexpended balance for economic assistance progtams 
in Latin America, other than technical cooperation financed under the mutual 
security program, will total $39,280,000 as of June 30, 1958. 
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ATOMS FOR PEACE 


Mr. Passman. How much was available for the atoms-for-peace 
program in fiscal 1958? 

r. Murpuy. $4,450,000. 

Mr. Passman. What amount do you estimate the unobligated bal- 
ance in that fund will be on June 30% 

Mr. Murpuy. The Atomic Energy Commission supplies us with the 
estimate on most of that, sir, and it is my understanding from their 
submission that they will have nothing unobligated on June 30. 

Mr. Passman. They made a similar statement last year. Then they 
acknowledged that we had provided more money than needed. You 
recall that, do you not ? 

Mr. Murpuy. Yes, sir; I do. 

Mr. Passman. You do not know that they will not be obligated. 

Mr. Murpny. We do not know. 

Mr. PassmMan. You do not control that account. 

Mr. Mourrpny. Only partially, sir; most of the money is allocated to 
the Atomic Energy Commission. 


NORTH ATLANTIC TREATY ORGANIZATION CIVILIAN HEADQUARTERS 


Mr. Passman. What amount of money was available for the North 
Atlantic Treaty Organization for fiscal 1958? 

Mr. Moureuy. The civilian headquarters item, sir? 

Mr. Passman. Yes. 

Mr. Mureny. $1,500,000. 

Mr. Passman. What do you estimate will be the unobligated balance 
on June 30? 

Mr. Murrny. Zero. 

Mr. Passman. What will be the amount of the unexpended balance? 

Mr. Murrry. $1 million. 

Mr. Denton. Isthat NATO? 

Mr. Murreny. Yes. That is the contribution to the civilian head- 
quarters. 

JOINT-CONTROL AREA 


Mr. Passman. Now the joint-control area. What do you estimate 
the unobligated balance will be on June 30? 

Mr. Murpny. Zero. 

Mr. PassmMAn. What will be the unexpended balance ? 

Mr. Mcrreny. $7.9 million. 


U. N. REFUGEE FUND AND OTHER U. N. PROGRAMS 


Mr. Passman. The U. N. Refugee Fund? 

Mr. Murpuy. The unobligated, sir, is estimated at zero. The un- 
expended is estimated at $1,800,000. 

Mr. Passman. In these instances where you estimate zero, you could 
conelude the fiscal year with unobligated balances? 
aa Morpnuy. Yes, sir. There could be small ones in a fund like 

is. 

Mr. Pasman. There have been unobligated balances in some of these 
programs in the past? 
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Mr. Murrny. Yes, sir. 

I beg your pardon, sir. My attention has just been called to the 
fact that’ I was on the wrong line. The unexpended on June 30 in this 
account is estimated at zero. This is a contribution account and it is 
expected that—— 

{r. Passman. As far as we are concerned it is obligated. 

Mr. Morrny. Yes. 

Mr. Passman. Would that situation also apply to the escapee 
program ? 

Mr. Mourruy. Yes, sir. 

Mr. Passman. How about the United Nations Children’s Fund? 
Is that not similar ? 

Mr. Mourpuy. Yes, sir. 

Mr. Passman. Whether it is obligated you do not know, and of 
course you have no control over it because it is the U. N.; is that 
correct ¢ 

Mr. Morrny. From the United States Government standpoint, it 
is obligated, sir. What they do is something else. 


OCEAN FREIGHT 


Mr. Passman. What is the situation relative to ocean freight? 

Mr. Moureny. Ocean freight is a United States-controlled item, 
sir. 

Mr. Passman. What amount was available in that fund for fiscal 
1958? 

Mr. Murpeny. $2.2 million. 

Mr. Passman. How much of that will be on hand unobligated as 
of June 30? 

Mr. Murrny. Zero. Our estimate is that we will fully obligate 
that. 

Mr. Passman. How about the unexpended ? 

Mr. Murruy. We expect $100,000 to be unexpended. 


CONTROL ACT EXPENSES 


Mr. Passman. The Control Act expense ? 

Mr. Mourreuy. For Control Act, we had a $1 million appropriation. 
We expect it to be fully obligated and to have an unexpended balance 
of $160,000. 

ADMINISTRATIVE EXPENSES 


Mr. Passman. Now the administrative expense, ICA. You had an 
appropriation in the amount of $32,750,000 ? 

Mr. Murrny. Yes, sir. That was not only for ICA but also included 
certain expenses of the State Department. 

Mr. Passman. How much State Department? You had it under 
two headings. You had $32,750,000 for the ICA and $4,577,000 for 
State ; is that correct ? 

Mr. Mourreny. No, sir. It is not that simple. The confusion last 
year led us to switch the pattern this year to try to eliminate it. 

Mr. Passman. What confusion ? 

Mr. Murpuy. If you recall, last year, sir, when we presented the 
estimate under section 411 (b), which was the $32,750,000 you refer 
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to, the committee noted that certain policy functions of the State 
Department were included in that, whereas 411 (c), which is the State 
Department account you referred to, covered only operations of the 
State Department. 

Mr. PassmAn. Putting the two together, what do you estimate the 
unobligated balance will be June 30? 

Mr. Murpny. There, again, we are estimating full obligation. 

Mr. Passman. But you could have an unobligated balance ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. What will be the unexpended balance? 

Mr. Murpny. $8,616,000 total. 

Mr. Passman. How could you build up one-third of the total annual 
appropriation in unexpended funds? Is that not for current ex- 
penses—travel, and so on? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Is that not quite a large amount of money unex- 
pended for that type of appropriation ? 

Mr. Mourpny. As you understand, Mr. Chairman, we have payroll 
lags. In other words, people are not paid when the pay is due. 

Mr. Passman. But you would not have one-third of the total. Is 
not this amount about 22 percent ? 

Mr. Mourpny. It is $8,616,000 out of $37 million total. If you add 
the two items together, sir, State and ICA, it is about $37 million. 

Mr. Passman. Is it not true that expenditures follow obligations 
rather closely in administrative expenses ? 

Mr. Morpry. Yes, it is, relatively, sir. 

Mr. PassMan. Would you call that very close if you were running 
22 percent behind ? 

Mr. Morpnuy. That is just at June 30, 1958, sir. By the end of July 
that will be substantially reduced. 

Mr. Passman. I am speaking of June 30. You will have in excess 
of $8 million on hand unexpended. 


COMPARISON OF UNEXPENDED BALANCES AS OF JUNE 30, 1957 AND 1958 


Mr. Murpny. Yes, sir. Let me give you a comparable figure for 
last year, sir. On the ICA side, the 411 (b) account, we had $5,800,000 
on June 30, 1957 as compared to $5,511,000 on June 30, 1958. On the 
State side they had nothing under 411 (c). That is a reimbursement 
account, you understand, and this year their estimate is $3,100,000, for 
a total of $8.7 million. 

Mr. PassMan. You may later revise those figures. You could have 
some unobligated funds. 

Mr. Murpny. Yes, sir, there could be small balances. 


DEVELOPMENT ASSISTANCE 


Mr. Passman. Of the development assistance, reappropriation in 
the amount of $52 million, do you estimate an unobligated balance on 
June 30? 

Mr. Morpny. No, sir. We are hoping that the project agreements 
will all be signed before the end of the year. 
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U, N. RELIEF AND WORKS AGENCY 


Mr, Passman. The U. N. Relief and Works Agency, $23.8 million ? 
Mr. Mourpnuy. There we are estimating a small unobligated balance. 
Mr. Passman. In what amount? 

Mr. Murreuy. The figure shown in the presentation books is 
$3,928,000, but current indications are that it will be a little smaller 
than that, about $2.4 million. The contributions from other countries 
are coming in at a rate which would indicate that the United States 
contribution might be a little larger than we originally thought. 

Mr. Passman. But you do estimate an unobligated balance? 

Mr. Mourrny. Yes, sir, of about $2.4 million. 

Mr. Passman. Would the record indicate in the whole, in military 
and the other phases of the program, that there has been sufficient 
money to operate according to the plans for fiscal 1958 ? 

Mr. Murreny. I am not competent to answer that question, Mr. 
Chairman. 

Mr. Passman. You have been answering the questions with respect 
to unobligated balances. Certainly there is an indication that there 
are going to be some unobligated balances. You did indicate unobli- 
gated balances in practically every program in fiscal 1956 and fiseal 
1957. Of course at this time we are doing some educated guessing as 
to the unobligated balances as of June 30. 

Mr. Mourrny. Yes, sir. 


TECHNICAL AID ORGANIZATIONS 


Mr. Passman. Would it be possible for you to list for the record 
the name of each technical aid organization in effect at this time? We 
shall start off with the United States technical aid. 

Mr. Moureny. That isthe bilateral program. 

Mr. Passman. Then you have 

Mr. Mourrny. The United Nations technical assistance. Then the 
Organization of American States. 

Mr. Passman. What are the others ? 

Mr. Murrpny. Those are the three that we participate in, sir. 

Mr. Passman. Are there others ? 

Mr. Murrny. Yes, sir. The Colombo plan. 

Mr. PassMan. Would you mind listing the others that you know of 
which perform similar services so the record may be complete. 

Mr. Mourrny. The only other one that I know of, sir, is the Colombo 
plan, which is basically an organization composed of British Com- 
monwealth nations. 

Mr. Passman. Do we contribute to it? 

Mr. Mourpny. No, sir, we do not participate at all in the Colombo 
plan. 








411 
NEW U. N. TECHNICAL AID PROGRAM 


Mr. Passman. Did I understand Mr. Dillon to state the other day 
that you are in with a new program in the U. N. technical aid setup ? 

Mr. Morrny. That is correct. 

Mr. Passman. That will take care of major projects” 

Mr. Mourrny. Yes, sir. It is still in the field of technical assist- 
ance, sir, but it is for major projects. It is what they call the Special 
Projects Fund, which will be a subdivision of the United Nations 
technical assistance program. 

Mr. Passman. I believe Mr. Dillon stated that if we wanted to 
familiarize ourselves more with this plan, he would bring Dr. Judd 
before the committee, that he is more or less the sponsor of it. 

Mr. Murrey. Someone suggested that. 


ICA PERSONNEL 


Mr. Passman. Will you state again for the record the total number 
of employees in the ICA? 

Mr. Murrny. As of February 28, 1958, the total of American and 
foreign national employees of ICA was 10,452. 

Mr: Passman. Compared to fiscal 1957, an increase or decrease ? 

Mr. Morpny. I am sure it is an increase, sir. 

Mr. Passman. You may insert that information in the record. 

Mr. Murpnuy. Yes, sir, I will. 

Mr. Passman. What number of them are employed outside the con- 
tinental United States? 

Mr. Morruy. 8,669, sir, 2,080 of whom are administrative charges 
and 6.589 of whom are program charges. 

(Off the record.) 

Mr. Mourruy. That includes 4,946 foreign nationals, of course. 

Mr. Passman. Will you provide for the record a list of the nations, 
by name, where we have technical aid programs and the total number 
of personnel in each country ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Also indicate in what countries there has been an 


increase and in what countries there has been a decrease in personnel 
for fiseal 1958. 


Mr. Murrny. Yes, sir. 
(The information requested follows) 
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TECHNICAL AID FUNDS USED FOR ENTERTAINMENT 


Mr. Passman. Of the total appropriation for the United States 
technical aid, what percentage is used for administrative, travel, en- 
tertainment, and similar items? 

Mr. Mourrny. For administrative, sir, nothing. For travel, I 
would have to get that figure. For entertainment, nothing. Our 
administrative expenses are all included in one appropriation, which 
is the one you referred to earlier, and they finance any entertainment. 

Mr. Passman. In other words, any entertainment by your field men, 
a mission head we will say in country X, comes out of administrative 
here, but you do have entertainment ? 

Mr. Murpuy. Overseas it is called representation, sir, In the 
United States it is called entertainment. 

Mr. Passman. I am not objecting to it. You have to have it. 

Could you furnish for the record the amount of representation 
expense out of the administrative fund that goes to our personnel in 
the several countries ? 

Mr. Mourpny. Yes, sir. 

(The information requested follows :) 


The amount of representation expense out of the administrative expense funds 
for fiscal year 1957 was $159,800, estimated fiscal year 1958, $173,650. 


SALARIES OF MISSION CHIEFS 


Mr. Passman. If there is a mission head in, say, nation B with 200 
personnél, does he draw the same salary as a mission head in, say, 
country D with 500 personnel ? 

Mr. Murpny. Not as a general rule, Mr. Chairman. We have 
classes of posts. The class of the post depends to a large extent upon 
the nature of the program which is being run. In a small count 
where there is only a technical cooperation program, the class of the 

ost, which would determine the grade of the mission director, would 
lower than a program as in Korea where we have defense support, 
technical cooperation, and so forth. 

Mr. PassMan. But normally when the personnel under a mission 
head increase in number, then likewise he is considered for promotion 
or salary increase, is he not? 

Mr. Morreny. That might be a coincidence, sir. The number of 
personnel usually indicates the complexity of the program, and the 
complexity of the program is basically what determines the class of 
the post. ; 

Mr. Passman. If a mission head in country B has 200 people work- 
ing under him and the program expands, he could build it up to 450 
or 500 people. Then you reclassify the position and he gets a pro- 
motion or salary increase ? 

Mr. Morrny. I think probably it would follow, but I am not par- 
ticularly pleased with the way you describe it, Mr. Chairman. 

Mr. Passman. I wish I had some other way of describing it, but 
T know of no way other than to be frank about it. Is it not true 
that if the number of personnel and the perplexity of the program 
increase, then the man gets promoted along with it? 

Mr. Murreny. Or he may be pulled out and a superior officer put 
in his place. 
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Mr. Passman. Yes, but the job calls for a higher pricéd mission 
head. 

Mr. Murrpny. Yes, sir, as a rule. 

Mr. Passman. Is that a direct answer, that as the program builds 
up and the personnel build up, it calls for a higher priced individual 
and you develop the man in the Nation or replace him ? 

Mr. Mvurrny. Yes, sir, that is correct. 


ROTATION OF TOP ICA PERSONNEL 


Mr. PassmMan. What is the Department’s policy on the rotation of 
a yersonnel in the ICA operations / 

. Mvrriy. The normal policy, Mr. Chairman, is to have a man 
do two tours of duty. 

Mr. Passman. How long is a tour of duty ? 

Mr. Mcrrny. A tour of duty is 2 years. 

Mr. Passman. Making a total of 4 years. 

Mr. Murpny. That is right. W hen circumstances justify it, the 
man can be held longer in a post or he may be pulled out earlier, 
but normally it is 2 tours of duty of 2 years each. 

Mr. PassmMan. I am informed that Mr. John R. Neal has been in 
Peru in connection with the point 4 and ICA missions for 15 years. 
Is that correct / 

Mr. Murpny. I don’t thing it is that long, Mr. Chairman. 

Mr. PassMan. How long? 

Mr. Mvurpny. It is my understanding he has been there about 11 
years. I will correct the record on this, if I may. Fifteen may be 
right. It is longer than I understood. 

(The information follows :) 


Subsequent research has revealed that Mr. John R. Neal was first assigned to 
Peru on April 7, 1948, by the Office of Inter-American Affairs in the capacity of 
animal husbandry specialist. He had formerly served with the Department of 
Agriculture. Mr. Neal continued to serve in Peru until January 28, 1951, at which 
time he was transferred to a Washington assignment with the Institute of 
Inter-American Affairs. On January 22, 1952, he was reassigned to Peru as 
Chief of Technical Cooperation, where he has continued to serve until the present 
time. 


Mr. PassMAN. But it has been more than 10 years? 

Mr. Murpiiy. Yes, sir. 

Mr. Passman. Why was he left there so long? 

Mr. Mvurpiy. The rotation policy which I referred to, a little earlier, 
Mr. Chairman, is a new policy of the agency which was instituted 
during Mr. Hollister’s regime as Director of the agency. Whenever 
you apply a new policy like this you always have the problem of 
what you do in the application of it retroactively. Mr. Neal is an 
example of an individual mission director who had been in his post 
for a good many years. He is a very valuable employee to the agency 
and to the United States. 

Mr. Passman. Is he valuable only in Peru? 

Mr. Mureny. No sir. In my opinion, Mr. Neal would be valuable 
in a number of places if he would be willing to serve. 
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METHOD OF SELECTING MISSION CHIEFS 


Mr. PassmMan. On what basis are mission heads selected ? 


Mr. Murpny. That is a question, sir, that I hardly am competent 
to answer. 


Mr. Passman. Is there anyone present who can answer that 
question ? 


Mr. Murpny. Mr. Saccio, do you want to try to answer the question 
of the basis on which mission directors are selected in ICA? I do 
know a number of them are promoted up from the ranks. Others 
come in from the outside. 


Mr. PassMAn., It is just as well that you put your answer in the 
record. 


(The information requested follows :) 


SELECTION OF MISSION DIRECTORS AND DepuTY DIRECTORS 


The power to make these appointments has been delegated to the Director of 
the International Cooperation Administration by Executive Order No. 10575, 
Executive Order No. 10610, and State Department Delegation of Authority No. 85. 

The Director of the International Cooperation Administration appoints mission 
directors and deputy mission directors on the basis of qualifications and avail- 
ability. The type of program in a mission dictates the attributes required in the 
appointees. Candidates are selected following an analysis of the requirements of 
the position with respect to technical knowledge, executive capacity, understand- 
ing of economics, and language proficiency. Executive personnel are derived 
from: 

1. Rotation from other missions. 

2. Promotion from within the agency. 

3. Transfer from other agencies. 

4. From business and professional fields. 

The final choice of candidates is the combined judgment of officials in manage- 
ment and operations that the individual so chosen most nearly meets the require- 
ments of the position and who meets with the approval of the host government 
and the American Ambassador. 

Periodic reports on the effectiveness of directors and deputy directors are in- 
corporated in the employee's file, which information is considered in determining 
which of the following actions will take place on or before the conclusion of the 
individual’s tour: 

1. Continuation in the same position for an additional tour. 

2. Transfer to a similar position where the agency will benefit from the indi- 
vidual’s services. 

3. Promotion to a more responsible position. 

4. Reassignment to a position in keeping with the individual’s competency. 

5. Release by the agency. 

The agency prefers that a candidate for a director's position have a minimum 
of 1 year’s service in the agency and have served as a deputy director or in an- 
other executive position. Appointments are made from candidates available who 
have a calculated minimum of 10 to 15 years potential service in the executive 
area. It should be noted that no appointee in these executive positions has any 
tenure and retains his position only through competent and effective direction of 
the programs of the mission to which he is assigned. 
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PROCEDURES IN STARTING PROJECTS UNDER TECHNICAL AID 


Mr. PassmMan. Will you explain to the committee how a project or 
program under the technical aid plan is started, how it is originated / 

Mr. Murpny. On a day-to-day basis, Mr. Chairman, of course we 
have quite a large number of technicians working in the various 
countries overseas. Ina given country, X, a technician in the field of 
health, a public health doci tor, is working side by side with a man from 
another country on a continuing basis. ‘In the course of his operations 
in the country and dealing with these other counterpart officials in the 
host country, either of them or both of them may determine that in 
a particular area, we will say with respect to a given disease, a cam- 
paign ought to be launched perhaps to strike it out. Take a disease 
like yaws, which is a very infectious disease and is prevalent in a good 
many of the underdeveloped areas in which we work. The two indi- 
viduals, the United States technician and the counterpart from the 
health ministry of the other country, work jointly in phanning an 
attack on this disease. This plan would normally involve several 
components. 

One, it might involve taking some employees of the health ministry 
and bringing them to the United States for training in the treatment 
of the disease. It might involve the supply of some biologicals, say 
penicillin for inoc ‘ulation. It might involve bringing out an addi 
tional public health doctor to do training on the spot in the treatment 
of the disease, traveling around the country. 

When they have agreed on the plan they write it up and they submit 
it up the line in their respective governments. Our health technician 
submits it to the head of his health division in this country, and the 
opposite number submits it to his minister of health. Eventually at 
the top level the health division director and the ministry offici: al of 
the other country also get together and discuss the practicability of 
the plan, its v: alue, how much it would cost, whether it has high enough 
priority, what its chances of success are. If agreement is reached at 
that level, the health division director will incorporate it in his pro 
posed program fora future year. 
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At a given point in the program development process this project, 
together with a large number of other projects which are being de- 
veloped in essentially the same way but perhaps in different fields, are 
presented to the mission director as a proposed plan for a future 
fiscal year. These items are written up in fairly lengthy description 
of techniques and plans of operation, and so forth. 

If the mission director decides, in conjunction with his opposite 
number, who is usually an official designated by the other country to 
coordinate the whole aid program, that this project has priority 
enough within the given fund possibilities to be included, it is then 
| submitted, along with all the other projects for that year, to ICA, 

Washington. There it is reviewed by the regional director concerned, 
and also by the technical service division of ICA in the field of health. 
| It may even require going to the Public Health Service of the United 
| States and getting some technical advice from them. 
| Finally, ICA, Washington, within the confines of a given amount of 
| funds that they can request for the program, decides to include it or 


not to include it. If it is included, it would come up to the Congress 
eventually in a budget, listed as a project to be undertaken for that 
country. 
Mr. PassmMan. That is on health. If there should be a program to 
train gamecocks in Liberia, how high would that come on the priority 
. list ? 
Mr. Mcreny. I would think a project to train gamecocks would have 
| a very, very low priority. 
. Mr. Passman. But it could be on the list ? 
Mr. Mcrpny. I would doubt it. 
; Mr. PassmMan. But there is some question ? 
| Mr. Mcrpny. I would have to see it to believe it, Mr. Chairman. 


PROJECTS DROPPED OUT OF TOTAL OF 2.000 UNDERTAKEN 


Mr. Passman. We hope you go out there sometime. I was recently 
informed that, upon examination by a committee, the Hoover Com- 
mission discovered more than 2,000 different projects and programs 
undertaken, with many of them dropped because they were poorly 
founded in the first place. Would you say that statement is sub- 
stantially correct ? 

Mr. Mvrpenuy. The number 2,000 is not out of line with the number 
of projects which have been run by ICA in several countries in the 
past. In any given country, Mr. Chairman, it is perfectly possible 
that a particular project, and therefore a series of them in the world, 
may have been dropped because they were not working out. Some- 
times the projects are consolidated with other activities in the same 
country, and they disappear as an entity. 

Mr. Passman. And sometimes they are dropped completely / 

Mr. Murpuy. Yes, sir; they are. Sometimes we just plain fail 1 
a project. It just doesn’t work and we have to give it up. 

Mr. Passman. Is training these people how to raise better corn a 
program or a project ? 
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Mr. Mcurreny. That would be a project, sir. 

Mr. Passman. And how to raise better chickens would be a project ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Do you have a list giving the number of different 
types of projects in the program throughout the world / 

Mr. Murrpuy. Yes, sir. We have right in the presentation books 
for fiscal year 1959 each such project that we would propose to carry 
out in the fiscal year. 

Mr. Passman. I am thinking about the total projects that might be 
in this program. 

Mr. Mvurruy. I am sure our Office of Statistics and Reports could 
come up with a figure on the total number of projects. 

Mr. Passman. Do you not think it would be valuable to the com 
mittee to give us a list of those projects! I think it has been estab- 
lished that a great deal of money is thrown away in the program 
and a lot of these projects are started and then discontinued. 

Mr. Murpeny. Sir— 

Mr. PassmMan. Would you endeavor to provide the committee a 
list of the projects? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Beginning A, B, C,and on down. 

Mr. Mcreuy. How would you like it set up, Mr. C hairman / 

Mr. PASSMAN. Jus t so we hi ave a lis t of projects, not by countries. 
We shall not ask you to go to that much detail. 

Mr. Murpny. It would be easier by countries. 

Mr. Passman. It would be easier for the committee to understand 
if you would start with projects that begin with A, B, C, and con- 
tinuing. 

Mr. Mcureny. You understand you will end up that way with a 
hodgepodge, because a or in health can start with A, a project 
in agriculture can start with A, and a project in industry 

Mr. Passman. It is a aaa project, is it not? 

Mr. Murrny. Yes, sir, but you would not get any picture of the 
program as to the field of activity, such as health, agriculture, indus- 
try, transportation, and whatever they are. I will give it to the com- 
mittee any Way you want it, sir. If ‘that is the w: ay you want it, we 
will make it up that way. 

Mr. Passman. You give the information to the committee in such 
way as you think will be worth the most to us. 

(The information requested follows :) 
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FISCAL YEAR 1957 PROGRAMS 


LIST OF PROJECTS (PPA'S AND CSPA'S) 


ws 


COUNTRY, FIELD OF ACTIVITY AND FUNCTION 
July 1, 1956 <= June 30, 1957 
{eine ARMA AIR nin: tet ei ii ee 
Contents 
Page No. 


Summaries 





By Function «e«ceccececesevevseceve IF 
By Comme « sa. co ofp o cib ie 6 m0 0: 0lb an BLE enV 


Regional Lists of Dollar-Financed Projects 


Far Zast we ccc ese eoreeeeeeeee lel 
| Near East and South Asia.» wee eee eeene 18 = 32 
| AMYigh coc eecececec ee ee neereeeees 33 - 36 
| Eurcpd sc cece eee eee ee eee sneer 39 = 43 
latin Americo@®@ cc cececccvceeeeeseee Lb = 65 
| Interregional «se escecereeceseeene 66 = 67 
Asian Economic Development ..+s«eeeeceve 7 
' 
. 
| Appendices ~ U. S.-Owned Local Currency Projects 
: Section 102 
: 
: Far Bast wo ccc eee eee eee eases 68 = 69 
Near East and South Asiae see eeeecee 69= 70 
Afric€ we eee eeeseeesneeeseces 70 
: Furope es ese ecco eee ee ee eee es 70 = 71 
{ latin America 2s ec ecsceseseesees 71 
i L 480, Title I 
: Near East and South Asia .. ee ee eevee 72 
: Europe ec cere eseeeree ees eee e 72 = 73 
Latin Americ@® «eee e cee vesseeecse 73 


See > ie? thei: tet ieee 


General Notes: The dollar-financed nrojects listed herein include all projects 

ated from FY 1957 allotments as of June 30, 1957. The principal list, cover- 
ing the first 67 pages of the report, shows for each FY 1957 project by country, 
field of activity, and function the obligated ICA dollar contribution to the pro- 
ject. Cooperative Service Proncsals and Approvals (CSPA's) for FY 1957 are listed 
with the various PPA's, at the dollar value of obligated ICA contributions to Joint 
Funds. CSPA's may be identifiec by the third segment of their project number, 
which is within the range of 900-905. 


The Appendices list FY 1957 projects for which the use of U. S.-owned 
local currencies was approved. These currencies were generated by the sale of 
surplus agriculturel commodities under Section LO2 and Title I of PL 60. The 
value of the ICA contribution is shown in dollar eouivalents of the local curren- 
cies. It should be particularly noted thet these lists are approved projects and 
do not necessarily reflect the extent of actual obligations. 


Summaries of the funds, by region, function, and country are shown on 
pages II-V, 


An asterisk (#) preceding the project title indicates that both ICA 
dollars and U. S.-owned local currency have been authorized in FY 1957 for the 
particular project. Projects so indicated appear hoth in the principal list and 
the apnendices. 


A capital letter in parentheses following the project number means that 
the project as obligated or approved consists only of the single element indicated, 
as follows: (P) for Participants, (T) for U. S.-employed Technicians, (CS) for 
Contract Services, (C) for Commodities, and (OC) for Other Costs. 


International Cooperation Administration 
Uffice of Statistics and Reports 
I April 1, 1958 
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Fiscal Year 1957 Programs 3/ 


Suemary of Project-Type Aid, By Region and Function 
July 1, 1956-—-June 30, 1957 


(Value in Millions of Dollars or Dollar Equivalents 
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a/ Includes reallotments of deobligated prior years' funds, 





* Less than the equivalent of $50,000. 


Title I, PL 480 
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Fiscal Year 1957 Programs@/ 
Summary of Project Type Aid, by Region and Country 
July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 


I. Projects Obligated for ICA - Dollar Financing 


Region and Country Number Value 
Grand Totah «+1 © eo Se GeO ee Bee Oe? EW $536,809 





Far East - Total “eevreetee ee @ @ 9 283,887 
GOCE » 4.06 « © 0 6 0 é bis) be = 11,633 
China (W8isen) 6 ccc ce ccc ees oe = SG 51,375 
Indonesia eeecececececececce oe 37 12,018 
VOPEN 4 bre; Kae Geto: bo 0 2 Ke 4 13 2,330 
BOMGh 0 6S"S% wc 08 6 6 Ow eS 96 104,2h9 
ee. 2 6 «4's a.) 4 9 «ee Ss ENTS ES 28 6,318 
PRilinoines . 6.6.0.6 < » 0 2 6 6% @ 0 Su 16,18 
Thailand «seecceseecserecsee 55 30,612 
Wiotaee 2 6 0's dhe ee ee eee we 49 48,938 
DROOL oid, 0: OES e bee Ae 8 266 
Near East and South Asia - Total ....e. 4& 141, 846 
Afghanistan *evrceee# ef # © © @ @ rr 13099 ; 
Ceylon se cece rcecercsres cee. 14 3; 
AWOL 6 toi dé he dae 0 ver Ds Bae aes Je 6860/ 
Greece.< 6s 6 6 o's 6 2 0 6 ) ee @ @ 19 75 
India eoe#eesee@eqeaptetse+evwvtee#eese+ss 68 35,269 
TPGR 6 «0 &. én Eales 8 8) se SH 43 11,907 
WAG ec eae Se oH CHO 35 3,640 
TOGA 6 6 p02 6 6 @ ote 6 ss 0 & % 31 1,€47 
POI 66x00 ye 4c> the 2 4 we ew 2k 3,170 
. TOBORON je dv le Go 0's + 6% oom a 28 3,100 
: Rs. 6 ee we ote te se 6 ee ee 15 4,347 
: Pakistan... ec ce ccc ecerece 47 355 3u2 
1 CUNOT im: ¢ 6x00) 4a oe! we ere ies 8 1 8,637 
Pepnae Thee. Se are oe WP Seis h 12,670 
Regional... 2.2. eceeeees 15 3,047 
Africa - Total os’ 6 Seles WV Oe ee, Oo 4 158 2.8 
BUISONIE 6 2 6S ote Se 0 6 Fe 6 8S 37 ooh 
; GO wt ee we thew eee we 3 729 
j BADER. se dhcke 66) 6 698 Oeics oe 2h 1,716 
7 SONS oe Se ere Mere SSS. wer 60 19,280 
MorascO 2s 0 6 0 « se + 0 0,6 ¢ ~ é i 67 
EE ge i, Su Wn ep Oe ie eet le 10 489 
Overseas Territories «1. «+++ 21 935¢/ 
French DOTS . «0 ee eee ee 2 1 
SOeelie « « os ete e S se ee 6 as 387 
United Kingdom ote «© 6 So, © ‘8 539 
Regional .«ec«cerscsc ce eecevee 2 39 


a/ Includes reallotments of deobligated prior years' fund. 

b/ No new projects for Egypt in FY 1957; represents funds to 
cover technicians who were eventually transferred to 
other countries. 

c/ Includes $8 thousand for Belgian Congo for which no specific 

~ project was listed on the Quarterly Project Report. 


III 
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Fiscal Year 1957 Programs 
Summary of Project Type Aid, by Region and Country 
July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 


I. Projects Obligated for ICA - Dollar Financing (continued) 





Region and Country Number Value 
Europe @ Total ‘Sec aeaevvwec¢ewevws 424 26 8 ¢ 126 $15 291 
Sera so eek 8 8 66 0 6 See ll 309 
Re. er ares isk: oo 8 oS GH 2 180 
Germany 6° er ale Ss 6 FS e616. 6" 6 *6% 8 * OE 10 167 
Iceland 1. ees Pe Ue a ae ae at ee 22 5,098 
BOE ..&: 02 6, Ohm 6 628. Otece 6 "eats %a%e 3 322 
PORMB~AL 6.6 6's & B*O* ete *e eee" . & 9 
Gas 66 6 6 & & 6.6 Oise os @ ahe w 4 49 7,432 
United Kingd & ¢ 4. €, >... 2. Gee 1 11 
SUROBIEVAE 6% 6 0. & ee sees terete 25 1,492 
BOGLONEL: 66 6 & 0 6 ee! se ere et eters 2 271 





Latin America - Total 2. .2.ee+eeee 504 $57,685 
BOLIUIE 6 6 w, 8 6 6. 60 0.6.0) 6) O68 4 33 3,341 
DEUELL + 6.6 So 0 6 a6 woe ate! <* 6! « 38 4,597 
Chile eo € €¢€ 2 6.4 @ o's Bea 6 e's 2 @ 32 3,305 
GUE 6 4 4 aid oe oot etete! of eee 28 1,155 
eee: RIGA o.% 2 6 efet eo” ees" he" ef Fe 29 2,993 
Te «6 +18 Be & 6a 8 ae ae” ofa? Me 10 568 
Dominican Republic . . ..«.s«-ceeccee 7 155 
Ecuador ec sec cecccweeevecee 34 3,809 
BE Beleeeee ss. + 0% 0" 0" ot 0* we sees 23 1,068 
Guatemala «esc ccescscecreevvece 32 15,661 
ae Ar etek ee ue ere we oe 2,116 
ee ee a ee 26 4 32h 
MexiSG sc es HC HK M HM H OD . 25 950 
WiGerGr@ 3. g 6 0 cs ow 6 66 6 6 eke 15 681 
EE aid Boks by oo oe ee 3,023 
PORES 64 shes e468 S64 EO Se 21 2,569 
Cs cc chive ced’idetecve i 4,692 
eee ks 6k Rae ae ae 25h 
WIA: 6 6: 6-0! s' ete nenecanenare 5 135 
Overseas Territories ...+.s-e-eeee-s 31 684, 

Mite GRR: 6 oo Se Sa 9 “Lh 
British Honduras « «eecerecece 6 91 
Jamaic@ «ececeececerevecen . 5 190 
ge a ne ee Vee ve 10 357 
Miscellaneous DOTS «26. +.ss eee 1 2 
PELOORL coe Wises ¢ 0) 6 #. @ C16 oo 16 23 1,605 
Interregional ss ete ee ce cee es 3h 3,27h 


Asian Economic Development Fund ... « « 2 1,973 
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Fiscal Year 1957 Programs 
Summary of Project Type Aid, by Region and Country 


July 1, 1956--June 30, 1957 


(Thousands of Dollar Equivalents) 


II. Projects Approved for Financing from U. S.=-Owned 
Local Currencies 


A. Section 02 


Region and Country Number Value 








Grand Tot@l «<< «cece vccecceer ee 108 $90,992 


Far East Total .« «ee ccecrececee 


be WL 
~~ 
M 

- 

~) 

2) 

Ww 


China (Taiwan) ******* eee 


Near East and South Asia - Total .. 
Ceylon «2«ec«ecrerceccev eevee 
BMGGM cele scence eee veer 
Israel «ec esc ceceveeeeeecee ees 


Gund 
~ 
~ 
~) 
E 

oro 


ore 


Africa = Total . . *eee . . . ee 
Ghana ee ec we ee eo ee wo eo ee 


Aes 


Euro = Total weccresecvevcee 
Austria ececccsrec ec eevee ee e@ 
Germany « « «eee eee ee eo ee 
Netherlands « « « eeeeeceeree 


Spain se «eeese cee ee vee 


~ 
Ww 
- 

wn 
8 


Latin America - Total . 2... «eee e 
DGLANEM ofS 6 6. 6, 0.6. +. 6, 0.6.46. 8.6 


Guatemala «ec ccc cere eee 


4 

ir 
Cowl 
w 

oO 

\O 

mM 

Cc 


B. PL 80, Title I 


Grand Total . ««cccceect eevee 


<3 
~j 
= 
on 
be 
— 


Near East and South Asia - Total .. 
ee ene eee 
Greece sswcecencvcesececevees 


on 


ans Ih 


Europe - Total . «+e e+e eeee 
Austria «ecceecec eevee ec @ 
Portugal .« « «eee cee e ee e 
Spain .s..«-seesrsse esc ec eee 


ms 
Vik oO 
. \ 
oe 
=~ 
Oo Ww 
_ 


Latin America - Total . *_*e © © @ @ 


Paraguay « «© ee se ee ee oe 





uhn 
nolM 
os 

HR 
T¥ ON 
SI 


a/ Project financed from Section 550 funds. 
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Fiscal Year 1957 Programsa/ 
Title of Project and ICA Doliars Obligated, by Country, 
Field of Activity, and Function 








1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 





Project 











Odlizated 
ld of Acti Number by Function 














opera 
Agriculture and Natural Yesources 613 
al ceceetin ggpeccee iain eee encageaeienangrnaeeeonts 

Develooment of Azricultural Extension 2-1) 7 

Development of Agricultural Education u2-1l<227 





Development of Irrization and Drainage ster Sl l rc 
Studies of Soils anc Water Pesuurces 32 18 ( no 





an € me 
rop Jevelopment _ 4 
Livestock Imvrovement and Disease ntrol l 9 C 
Agricultural Develorment of overatives 4 Production Credit L2-li=11E 18 TC 
rest Resources le lonment 42el7-21y 2c T 
1c 
115 
” “TP — 
udec@O92 (C) 50 DS 




















42-31-0001 DS 
ci cen lesa struction 32=31<089 (C) DS 
Lredzir 42=35-085 (C) 2 DS 
o S36 
ait fie n “te DS 
: = : - 
n ucwo senility i 2 
Improvement of ty Water s 2-52-1469 300 DS 
a Sanitation Trainire 2 1 (F 24 TC 
t ealth T 222 51 
6 os 
ec 
- a: ame ae alia 
ealth Suprort to Basic Education 42=59=223 105 DS 
Education Total 
vocational Ind. Education for c Dev. (Specialized Educ.) 42-61-2116 TC 
bes . 6.9%" ackt ) on 
(General Fducation 9-2) 397 
9=226 (C 43 TC 
112 
‘ s —— «an 
- ’ gram 2- 1-163 uu TC 


Improvement of Jovernment Finance -75=219 (CS) 30 TC 


» 
+ 
wo 
° 
~ 
e 
4 
< 
@ 
< 
a) 
=z 
ct} 
co 
~ 
° 
p» 
aD 
® 
o 
4 
> 
o 
a 





a/ Includes reallotments of deoblizated prior years’ funds. 
b/ Detail adds to $11,627 thousand, 
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Year 1957 Prozrams 


Activity, and Function 








ect and ICA Dollars Oblizated, by Country, 











Pro ject bli sated 
Country and Field of Activity Yum ber 
FAR EAST contimed 
ambodia mt inved 
— ws 


Housinz Total 
Development of Town Planning and 


jeneral and Misc 


improveme nt 





& 


Technical Surport 














ommun ns, Shore 
Shops Au Repair, ly A 
Signal Repair Shop 14 F 






riculture and 
Natl. Taiwan 


Natural 
Univ. 















ontract b/ 

tesearcn, Agricultural Education & “xtension (JCRR)= 
*Parm Reclamation 
*Land and Water Yesources 

Crop and Livestock Development 
*Agric. Economics, Farm Orranization & Agric. Credit (JCRR) 
Food Dehydration (JCRR) 
*Agric. Marketinz ar rocessine a 
#Home Economics and Rural Youtt 
*TA Shu Shan Logging Operations 

Forestry (JCRR 

Forest Folicies and Manavement lans (JCHRR 


Forestation and Tree Gum 

Fishine Fleet Rehabilitation Program 
*Fisheries (JCRR) 

*Tuna Lone Liners 


All Other--Farm Tools,Agric. Mach.,Agric.Engineering (JCRR) 
Jeneral Administration (JCRR 

Regional Conferences (JCRR 

Tractors--Taiwan Sugar 


sues ry and Mining Total 

*Coal Mine improvement 
Solid Fuels and Mineral Exploration 
#*Petroleum txploration--China 


orporation 


urvey 
Petroleum vorporation 


' 
& 
' 
> 
te 
\ rn 
AS 
3 
o 


17 
cil 
5.) 
UcrFerill 
a vw Pan 
42-99-0000 < 








i 65 TC 


84-11-3841 105 7 

84-11-333 235 TC 
By-12=246 (C) S pbs 
6-12-33 193 Cc 


Www 
Q 





84-17-056 481 CS 
8 -17-339 62 TC 
6l-17-376 
6-17-38 


I4 

~~ 
~ 

i 
“4 


~~ 


&L-18-318 7 DS 
Bu-18-340 (P) 13 TC 


84-18-01 (C) 530 DS 


84-19-341 (C) 25 
8-19=342 105 
8L-19-395 (P) 1 


; — 1A Y 
Al-19-05 ( > 


3 
aQaan0 


64-21-025 (T) 25 
64-21-029 (P) 5 


Ww 

~ 

a 

Fr 

ee) 
Boe ov 
an n 


e Includes $1.35 thousand for DS projects subsequently deobligated. 
/ 


Joint Commission on Rural Re 
c/ RETired SERviceran. 
ao Includes $00 thousand for [ 


onstruction. 


project subsequently deotligated. 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, amd function 





| 
duly 1, 1956—-June 30, 1957 
. 


(Value in Thousands of Dollars) 


ICA Dollars 
Pro ject Oblicated 
Country and Field of Activity Number by Function 
FAR EAST continued ; 
China (Taiwan) continued 
Industry am Mining contimed 
¥Wusheh Dam Hydro 84-22-018 $467 DS 
*Telecommunications Expansion 84-22-030 864 DS 
*Lung Chien Hydro 84-22-03 (C) 350 D ; 
*Power Transmission and Distribution 84-22-238 (C) 66 DS ‘ 
#FY 56 Primary System Improvement B4-22-301 (P) 15 Ds 
FY 56 Power Transmission and Distribution 844-22-302 (P) 26 DS 
*Ku Kwan Hydro 8L-22=303 5,484 D 
#SHEN - AO lst Unit Thermal 84-22-372 5,605 DS 
*#FY S57 Power Transmission and Distribution 84-22-07 (C) 4,886 DS 
Fi 57 Primary System Improvement 84-22-4408 (C) 2,840 DS | 
Power Control Communication 84-22-09 ‘(C) 235 DS j 
i 
#Urea Plant 84-25-06 1,972 DS 
Hualien Nitrochalk Plant 64-23-07 (C) 20 US : 
Artificial Woodboard Plant, Dry Process 84-23-057 1,144 DS ; 
Electric Motor and Switch Mfg. 84-23-072 (C) 342 DS | 
*Sulfuric Acid Plant--Kaohsiung Anmonium Sulfate Corporation 84-23-306 (C) 1,250 DS 
#Nitrophosphate Plant--Hualien Nitrogen Fertilizer Corp. 84-23-308 (C) 25 DS i 
Modernization of Mills--Taiwan Sugar Corporation 8L4-23-309 277 DS 
*Lithograph Printing and Plate Making 84-23-399 726 DS | 
Bagasse Shaving Board--Taiwan Sugar Corp. 4-23-11 (C) 900 DS 
*Petroleum Refining--Chinese Petroleum Corp. 84-23-416 (P) 5 D 
Rubber Tire Manufacturing 84 -23-417 (C) 880 DS 
*Aluminum Plant Modernization 84-23-18 (C) 585 Ds 
Shop Improvement--Taiwan Mach. Mfg. Corp. 84-23-19 230 DS ; 
Tang Eng Iron Works--Substation 84-23-4420 (C) 237 DS 
#Small Industry Fund Ph=-2h-077 (C) 1,500 38 } 
Water Resources Survey Bl-25-282 (C) 16 DS . 
i 
Industrial Management 84-27-230 (P) 12 TC i 
China Productivity Center 84-27-311 133 DS ( 
Industrial Research Institute 84-27-3112 105 DS 
Handicraft Promotion Center 84-28-313 151 DS 
Industry Program Administration 84-29-080 (T) 77 +ODS : 
seneral Construction Corps (RETSER) 84=-29=257 (C) 67 DS : 
Industrial Consultation 84-29-276 (T) kh Ds } 
Jeneral Industrial Training 8--29-323 (P) 4O TC | 
Stock Exchange Administration 8-29-389 (P) TC 


5 

Transvortation Total 7,320 
ighway Bridge Engineering 84-31-115 (P) ey 

Municipal Road Improvement--Provincial Dept.of Reconstruction 84-31-31) 6 
East-West Highway Construction (RETSER) E 


B4-31-315 (C) 450 DS 
Highway Improvement 84-31-32 (P) 5 TC } 
Highway and Traffic Engineering Training 84-31-42 (P) k TC : 
Railway Operations 84-33-1116 (P) 6 TC 
*Expansion of Railroad Facilities 84-33-4027 5,600 DS 
*Keelung Harbor Improvement B4-3h-106 (C) 82 DS 
Shipping Management 8L.-36-108 17 DS : 
*Coastal Ships Construction 84-36-415 (C) 696 DS : 


: 
: 
} 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 





July 1, 1956=-June 30, 1957 


(Value in Thousands of Dollars) 





ollars 
Project Obligated 
Country and Field of Activity Number by Function 
FAR EAST contimed 
China (Taiwan) continued 
Transportation contimed 
CAA Taprovenent 84=-37=109 $443 DS 
Transportation Specialist 64=39-352 (T) 6 Ds 
Health and Sanitation Total 1,560 
Kaohsiung Water Works Rehabilitation 8=52=127 (C) as DS 
Improvement of Sanitary Engineering Practices 84-5 2-130 51 TC 
Environmental Sanitation Bureau (Institute) 84-52=291 (P) 5 TC 
Hospital Administration BL-53=396 (P) 10 TC 
Improvement of Nursing Practices Bu=-54-133 33 TC 
National Defense Medical Center BL-54-134 61 DS 
Improvement of Public Health Practices Bu-5u-292 (P) 2 T 
Improvement of Medical Practices 8 -5-38h Lé TC 
Retired Servicemen Hospitalization I(RETSER) (Hospital Add.) 84-55-2468 (C) 26 Ds 
#Hospitalization II (RETSER) (Seneral Hospital) 84-55-359 (C) 900 DS 
Hospitalization III (RETSER) (TS Hospital) 84=55=360 (C) 99 DS 
Hospitalization IV (RETSER) (Convalescent Camps) Bu=-55-361 (C) 190 D 
#Hospital Construction and Equipment 84-55-3680 (C) 33 TC 
Food and Drug Control B4-55=385 (C) 5 ? 
Public Health Officer BL-59-016 (T) 16 TC 
Rural Health (JCRR) 64-59-386 (C) 55° TC 
Education Total 1,07 
mprovement of Vocational-Industrial Schools System 84-61-012 TC 
Establishment of V-I Teacher Training Dept. 84-61-137 180 TC 
Improvement of Vocational Agricultural Schools 84-62-011 79 TC 
Est. of Vocational Agric. Teacher Training Dept. (Taiwan 
Provincial College of Agric.) 8462-285 26 TC 
Improvement of Home Econ. Teacher Training Dept. (Taiwan 
Provincial College of Agric.) 64-63-2686 10 TC 
Educational Materials Center 84-65-288 27 TC 
Improvement of Engineering Educ.Cheng Kung Univ.(formerly 
Taiwan College of Engineering) 84-66-009 275 TC 
Expansion of Educ. Facilities for Overseas Chinese 84-66-228 227 TC 
Community School Demonstration 84.-67-010 81 TC 
Education Advisor 8L4-69-139 (T) 27 TC 
Public Administration Total 181 
General Program Planning 84-71-017 (T) “23 Ds 
Management Training 84-71-155 (P) 14 TC 
Retired Servicesmen's Program Administration 84-71-278 (T) 8 DS 
Public Safety 84-71-289 (P) >. 2 
Council on United States Aid/China Tech.Mission Admin. 84-72-10 (T) 29 DS 
Budget Advisors 84-74-150 % TC 
Economic Planning Bu -75-151 18 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Oblizated, by Country, 
Field of Activity, and Function 





July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 
. oOliars 


Project Oblizated 
Country and Field of Activity Number by Function 








China (Taiwan ) continued 


' 
} 
FAR EAST contimed 
Public Administration contimmed 


Legal Advisory Services CL=-79-15u ( 


curemen pply Management 84-76-43 (P) $10 TC 

1 

Government Statistics Bu=-76-153 (P) 13 TC ' 
\ 

: 


T) 20 
Economic Dev. Institute - Vanderbilt University 84-79-390 (P) 5 ; 
Community Development and Social welfare Total 30 . 
CETSE Homes 6L=8 243k 30 2s 
Housing Total ly 
arabite Housing Program bm 








G4-£3-158 DS 
General and Miscellaneous Total 5,21 
Foreign Trade and Investment 6L-91-156 16 TC ; 
| 
Information 64-92-001 ing «=TC 
Motion Picture Production Facilities Bu=92=325 219 OS i 
Domestic Sroadcast Facilities Euu=92-ku1 (C) 25 ods 
Training in Atomic Energy 6L-96-297 (P) 22 TC 
Engineering & Consulting Engineering Serv.(JGWhite Contract) €&lL=-99-143 (CS) €70 TC 
Shihmen Multipurpose Vam E4-99-258 3,760 DES } 
Capital Dev. Traininz Course BL=-99-39L (P) 16 TC i 
Overseas Economic Promotion Bu -99=LL9 (OC 121 oS i 
; 
Technical Support Total 147 \ 
Technica: oar Fl=99-000 1.7 TC ; 
Indonesia Total (37 Projects) 12,018 i 
echnical Cooperation 9 300 
Devolopment Assistance 4,716 
Agriculture and Natural Resources Total 1,001 
Agric. Exveriment Station and Agric. Extension 97-11-0004 226 TC 
Agricultural College Contract 97=11-088 388 TC 
Land Development and Conservation 97-12=023 229 TC 
Crop Production and Protection 97-13-027 (T) T te 
Agricultural Credit and Cooperative 97=-14=026 2 TC 
Expansion & Modernization of Marine é Inland Fisheries 97-16=001 i149 «TC { 
. 
Indust and Mining Total 2,266 ! 
Mining Operations 97-21-03 12 TC ; 
Training Ministry of Communication Officials 97=22=032 38 TC 
Diewel Electrification 97=+22=106 718 DA ; 
Ministry of Public Works & Power, Power Training 97-22-10 (P) i : 
Industry Development Techniqes 97-23-017 494 TC 


a/ Includes $35 thousand for DS project subsequently deobligated. 


25164 O—58 28 


. 
) 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956--dune 30, 1957 


(Value in Thousands of Dollars) 


ollars 
Project Obligated 
Country and Field of Activity ; Number by Function 
FAR EAST continued 
Indonesia contimed 
Indust and Mini contimued 
Cement Plant Fecinical Operation andi Training 97=-23-089 $628 TC 
Enginecring Survey Contracts 97=25-102 262 TC 
Transportation Total : 280 
Technical Training in Transportation 97-39-103 786 TC 
Labor Total 326 
Labor leadership Training Program 97-441-093 (P) “<TC 
Railroad Workers! Welfare Services 97-46-02) 322 TC 
Health and Sanitation Total 3,156 
Malaria control 97-51-006 1 Tc 
Malaria Control--Commodities 97=-51-085 (C) 2,500 DA 
Medical Education 97-54-029 474 TC 
Public Health Administration and Education 97-54-067 67 TC 
Education Total 1,487 
Vocational Education Teacher Training 97-61-020 195 TC 
Gadjah Mada-UCLA Contract 97-61-052 200 TC 
Dev. of Univ. of Indonesia Tech.& Science Faculties 97-61-065 (CS) 315 TC 
Commercial Teacher Training 97-61-087 (T) 11..-7C 
‘Development University-Leve! Staff 97-66-071 766 TC 
Public Administration Total 2,532 
Police Administration 97-71-036 534 TC 
Police Administration (Special Commodity Fund) 97-71-08 (Cc) 1,500 DA 
Goverrment Administration Training 97-72-035 487 TC 
Public Administration Training 97-72-09 (T) ll TC 
Housing Total 94 
Aided Self-iielp Housing & Low-Cost Housing Training 97-83-057 8% TC 
Technicians' Housing 97-83-076 (T) 8 TC 
General and Miscellaneous Total 420 
National Film Service 97-92-016 2% TC 
Audio-Visual Advisory Service to the Ministry of Information 97-92-058 82 TC 
Audio-Visual Division--Otner Technical Services 97-92-059 48 TC 
Supvort of Radio Republic Indoresia 97-92-063 (P) 32 TC 
Atoms for Peace 97-98-098 (P) 22 TC 


Technical Support Total 456 
Technical e Costs of Mission 97-99-000 156 TC 


Ja Total (13 Projects) 2, 330 

Technical Cooperation 25350 

riculture and Natural Resources Total L69 
Hokkaido University Survey 88-11-019 (CS) Tel tc 


Grassland Development Demonstrations 88-13-0118 (C) 100 TC 


Agricultural Productivity Conference 88-19-017 185 TC 
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Fiscal Year 1957 Programs 


Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 





duly 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 





| 
| 











rs 
Pro ject Obli gated 
Country and Field of Activity Number by Function 
FAR EAST continued H 
Ja contimed if 
lapeseny and Mining Total #11109 | 
jaseda University contract 8827-009 (CS) TC i] 
Keio-Harvard Affiliation Exploratory Survey 88-27-023 (P) 9 TC \} 
Japan Productivity Center 88-29-006 ) 900 TC i 
88-29-02h ) | 
Transportation Total 229 
Wiebe Study — 88-31-026 (P) “tC 
' 
Civil Aviation Survey 88-37-015 (T) ? i i} 
Japan Civil Aviation Bureau €8-37-016 188 TC 
Labor Total 260 
~~Japan Trade Unions 88-L.9-020 260 TC | 
Public Administration Total 25 ; 
olice Administration (Traffic Control) 88-71-021 (P) 3 Tc 
General and Miscellaneous Total 20 i 
} Atomic cnergy BE-98-010 (P) 2 TC if 
} 
Technical Support Total 218 | 
Technical cn 88-99-000 218 TC 
Korea Total (96 Projects) 104, 249 
Defense Support 98, 76h | 
Technical Cooperation 5,485 | 
Agriculture and Natural Resources Total 7,9% 
Agricultural Research Improvement 89-11-209 204 DS 
Agricultural Extension Development 89-11-2866 39 TC 
Flood Control 89-12-210 300 «CDS 
Irrigation 69-12-211 2,357 DS 
Upper Watershed Development 89-12-217 555 DS 
Specialty Farm Enterprises 89=-13-212 70 TC 
Livestock and Veterinary Improvement 89-13-21) 180 DS 
Crop Improvement 89-13-215 1868 T 
Soil Management and Improvement 89-13-26 93 TC 
Crop Diseases, insect and Pest Control 89-13-31 61 TC 
Sericulture Buildings Rehebilitat.ion 89=13-432 (C) 185 DS 
Agricultural Cooperatives & Rural Credit Development F9-1Lh- 39 654 DS 
Agricultural Statistics Improvement 89-15-26 90 TC 
Farm Products Storage Improvement F9-15-L3h 48 TC 
Forestry Development 89-17-298 168 DS 
Fisheries Development £9-18-2A1 2,314 DS 
Agriculture Development Training 89-19-07 F 7 C 
Agricultural Engineerinr Development 89-19-2h 43 TC 
Improvement in Cotton Procurement Techniques 89-19-25 5 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, ami Function 
July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 
ollars 


Project Obli zated 
Country and Field of Activity Number by Function 





FAR EAST contimued 
Korea continved 


Industry and Mining Total ae 
Test trina a tam Saik Coal Field 89-21-291 (CS) DS 


Test Drillinz--Han Kook Jeolozice] Ind. Co. 69-21-63 (C) 100 DS 
Geophysical Survey & Test Drillinz--20K Orfice of Geological 

Survey 89-21-64 475 DS 
Mine Development Monazite Ore Sevaratinz Plant 29-21-66 (C) 150 DS 
Mine Development--Dae Han Coal Mines 89-21-68 3,247 DS 
Geophysical Survey & Test Drilline--Hwasun é Evnsung Coal 

Fields 89=21-L.70 136 DS 
International Radio Stations--Rehabilitation 69-22-204 26 DS 
Communications Tec::nical Improvement 89-22=206 349 TC 
Rehabilitation of Yongwol Thermal Fower Plant 89=22-220 823 DS 
Power System Operations Improvement £9=-22-230 135 TC 
Rehabilitation & Imnrovement of Hwachon Dam & Power Plant 89-22-323 1,867 DS 
Power Maintenance Spare Part (merzency “ovipment ) 89-22-15 (C) 250 DS 
Electric Rate Study 89-22-35 6, TC 
Extension of the Telecommunications System 09-22-42 $21 DS 
Electric Power: Maintenance Vehicles 69-22-443 (C) 95 DS 
Extension Telecommunications System 89-22-4E0 (C) 340 ODS 
Rice Straw Pulp Plant 89-23-292 1,100 DS 
Paper Mill (Hankuk Special Paper Mfg. Co.) 89-23-308 (C) 500 ~=~DS 
Spun Hayon Yarn Spinninz Plant (Samho Textile Co.,Taegu) £9-23-330 1,000 DS © 
Textile Mill & Dyainz,Bleaching,Finishing Plant (Tongyong 

Spinning Company) 89=23-331 (C) 500 DS 
Management Training--fertilizer Plant 89-23-41, (CS) 1,000 DS 
Technical Aid Small & Medium Industries 89-23-22 *(T) 48 Ds 
Development of Domestic Bldg. Materials Plants 89-23-LLh (C) 500 DS 
Small Industry Development 69-23-55 (C) 1,500 DS 
Medium Industry Deve lopment 89-23-L59 13,400 DS 
Manufacturing & Processing Participants (Industrial Training) 89-29-280 fF 142 TC 
Training in Atomic Use in Industry 89-29-61 (P 2 7T 


Transportation Total wages 
Hignway & Bridge Construction & Rehabilitation 89~31-278 2” DS 


Heavy Equipment & Spare Parts for Highwav,Street Paving, 


Bridge Construction & Repair Shop 89=31-L0L (C) 2,400 DS 
Road & Street Paving Rehabilitation 89-31-06 913 DS 
Urban Transit--Streetcar Rehabilitation 89=32-232 105 DS 
Railway Transportation (Sub-Project--Rollinz Stock) 89=33-233 (C) 2,020 DS 
Railway Rehabilitation 69-33-234 (C) 1,325 DS 
Railway Trans. Logistic Support of Korean Natl. Railroad 69=33-2L0 28,653 DS 
Railway Transportation Diesel Locomotives 89-33-273 5,000 DS 
Railway Construction--Diesel Sanding & Fueling Facilities 89=33-LL7 fc 100 DS 
Inchon Port--Chuan Rail Extension 89-33-53 (C 60 DS 
Railroad Spur to Limestone Plant 89-33-54 (C) 80 DS 
Port and Harbor Rehabilitation 89-34-261 899 DS 
Harbor Dredginc Improvement 89=34-427 (C) 450 DS 
Inchon Port Rehabilitation 89=34-L29 997 DS 
Marine Transportation Improvement (Participants) 89-36-283 (P) . oe 
Coastal Vessel Improvement 89-36-23 (C) 500 DS 
Civil Aviation Technical Assistance Program 89-37-~267 - 

Ds 
99 TC 
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Fiscal Year 1957 Programs 
itle of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 





July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 





ollars 
Pro ject Obligated 
Country and Field of Activity Number by Function 
FAR EAST continued 
Korea contimed 
Health and Sanitation Total $5,371 
Disease Control 89-51-51 1,254 DS 
Waterworks Rehabilitation 89-52-29 2,026 DS : 
Construction of Wells and Sanitary Facilities 89-52-251 51; DS 
Street and City Drainage 89-52-05 762 DS | 
Seoul Natl. Univ. Dental College improvement 89-53-36 150 TC 
Nursing Education 89-5h-30 (P) lu, TC | 
Public Health Facilities Improvement: Constr. & Participants 89-55-252 626 DS 
Police Hospital Facilities Improvemert 89-55-33 (C) 25 DS 
Education Total 5,746 : 
Vocational Education 89-61-265 557 i 
BOO Ds 


157 TC 


Seoul Natl. Univ. Technical Assistance 89-66-258 (CS) 423 TC 
Seoul Natl. Univ. Operating Facilities 89-66-259 (C) 1,800 DS 


Teacher Training ‘ B9-66-260 1,166 


500 DS 
Technical Assistance in Business Administration 89-66-28 200 TC 
Technical Assistance in Public Administration 89-66-296 ( 200 TC 


2 
w 


Slassroom Construction 89~-69=263 (C) 1,000 DS 


Public Administration 1,799 
Improvement Govt. Management & Personnel Admin. 89-71-4413 TC 





Public Administration Survey 29-72-4420 (CS) 100 TC 
Improvement Govt. Fiscal Management 4 Statistics 89-75-271 275 TC 
Improvenent of Labor Legislation 89=79-231 (P) 20 TC 
Fire Fighting Equipment 89-79-255 4l2 DS 
National Police Modernization 69-79-21 643 DS 
Meteorological Laboratory 89-79-52 (C 18 DS 
Sommunity Development and Social Welfare Total 3,397 
eh 


esettlement and Assimilation 


ommunity Development=--Home and Cottage Industry 








750 DS 
148 DS 
(cS) lll DS 
9=E 9-417 750 DS 
won 89-89-78 330 DS 
2,093 
aterials 89-83-48 2,0li2 DS 
Ss esearch and Development 69-85-49 (C 51 DS 
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Fiscal Year 1957 Programs 
Title of Project ami ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


Value in Thousands of Dollars 
“tee ICA Dollars 





a/ Detail adds to $15 thousand less. 


b/ Regional project for which $36 thousand was obligated from 
country allotment to cover operations in Laos. 


10 


Project Obligated 
Country ami Field of Activity Number by Function 
FAR EAST contimed 
Korea contimed 
General and Miscellaneous Total $501 
Improvement of Technical Information Services 89-92-38 Sol Tc 
Technical Support Total 3,672 
Technical Lt 89-99=000 3,070 
TRS ps 
807 TC 
Laos Tetal (26 Projects) 6,3188/ 
efense Support 0,833 
Technical Cooperation 1, 4842/ 
Agriculture and Natural Resources Total 277 
Agriculture Extension Service 3911-027 mae 
Major Crops: A. Coffee Production - Consultant: 
B. Philippine Study Tour 3912-021 6 DS 
Livestock & Poultry Dev. & Disease Control 39-13-020 72 DS 
Conservation & Development of ‘orest Resources 39-17-001 Lu DS 
Industry and Mining Total ue 
Mining and Minerals Survey 39-21-056 (T) TC 
Telecommunications Engineering 51-22-0020/ 3% DS 
Extension of Electric Power 39=22-003 (C) 432 DS 
Petroleum Procurement Survey 39-26-06 (T) 7 TC 
Transportation Total 2,501 
Reopening & Establishing Maintenance on Natl. Roads 39=31-005 1,050 Ds 
Tank Cars for POL 39=33-060 (C) 280 DS 
Operation Mekong 39=35=006 300 DS 
Vientiane Airport Relocation 39-37-061 (CS) 750 DS 
Transportation Survey 39-39=-026 121 TC 
Health and Sanitation Totel 297 
“WNalaria Bradication 39-51-008 295 TC 
Control of Specific Diseases Yaws Eradication 39-51-058 (C) 2 TC 
Education Total 185 
Technical Education 3961-009 (C) “U6 TC 
Elementary Education 39-64,.-010 145 TC 
Public Administration Total 966 
Organization of a Govt. Procurement Office 3971-017 (CS) oO TC 
Civilian Police Administration 39=71-022 391 DS 
Government Trade Office 39-71-03 (C) S te 
Expansion of the Customs Service 39=71-0L5 305 ‘DS 
Organization of Govt. Ministries & Services 3977-012 (C) 2 DS 





Technical 


Industry 
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Fiscal Year 1957 Programs 
Title of Project ani ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 
(Value in Thousands of Dollars) 


Pro ject 
Country and Field of Activity Number 
FAR EAST contimed 
contimed 


Community Development ami Social Welfare Total 
Viliage improvement 


Xieng Khouang Development 
Village Development field 
Civic Action 


Laos 





39-81-023 
39-61-02) 
39-81-01 
39=81-053 (C 


Service 


Ope ration 


Brotherhood 


Support 


Total 











ission Operations 39=99=-000 

Philippines Total (54 Projects 
ges 

Defense Support 

Technical Cooperation 

Agriculture and Natural Resources tal 

Agricultural extension 92-11-029 
Yollege of Agric. & Central Experiment Station 32-11-053 
ump Irrigation 92-12-0404 
Soil ion 92-12-051 
and l. Agric. Resettlement & Rehabilitation Admin. 92=12=( 





92 =-12-091 


ck Improvement 


roo eve & iversilicat n 





snure J €~ 1-005 
Agricultur Economics J2~1=03 
soorera redit a rke ting 92-14-05 
tural Credit 9 2=11;-069 
operativ torage & Py s 92=15-0L9 
Forest anacement and Forest roducts raton 92=17-038 


ver-All 





and 


ireau of Mines 9 -21-017 (T 
92=21-025 
92=22-015 

Water Nesources anning and Deve lopment 92-25-04 
Industrial Development Center 72=27=035 


ollars 
Obligated 
by Function 


a& 


= 


ww 
AN 


~ 
~ 
nm 





TC 
Tc 


7” 
4 


DS 


DS 
TC 


LU 


Wwe 
Qa 


oO 


TC 


me 


He 
Qa 


3+ 
> 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


Value in Thousands of Dollars) 
$$ $$$ __Liie_in_ Thou TCK Doliars 


Project Oblizated 
Country and Field of Activity Nunber by Function 





FAR EAST continued 


Philippines continued 


Transportation Total 36,828 
Repway Improvement 92-31-02 (C) 7075 


Port Facilities and Harbor Improvement 92-34-0028 207 
d,ac? OS 
20 TC 
OvereAll Technical Assistance to Public Works 92=39=037 39 TC 
Transvortation Survey 92=3¥=087 (CS) 3 TC 


Labor Total 
See ee ji 
Labor sducation Center ) b 


92-L1=003 (! 


Lahor Productivity 92=432060 (T) 16 TC 
Labor Law Administration 92-l5-009 21 TC 
Man Power Utilization 926-062 37 TC 
Over-All Technical Assistance = Labor 92 =L.9=06u uo =TC 


Health and Sanitation [otal 





5 ns 

DS 

a 

: i le 

Tuberculosis Control 92-51-0092 (C) 120 TC 
Water Supply (Wells and Springs) 92-52-01, 9E1 

562 os 

19 TC 
Rural Health Units 92-53-0018 L20 

TRE n¢ 

wee ~~ 

a 

€ ~ 

Health Training 92=Sl= me te 








orth Jeneral Hospital 92=5L-086 ( F DS 
Over-All Technic 1 Assistance--Health and Sanitation 92-59-0021 78 TC 

Education Total 903 

~~ Vocational Industrial Training 92-61-027 2 TC 
Vocational Arricultural Training 92-62-023 219 TC 
Elementary Ourricu]um Development 92-64-0011 66 TC 
Secondary Education Improvement 92-65-0786 93 TC 
University of the Philicpines 92-66-012 201 TC 
Over-All Technical Assistance--Education 92-69=065 28 TC 

Public Administration Total 725 
Civil Service Improvement 72-73-0075 ae TO 


Modernization of Budgeting and Accounting 92=74=-066 (CS) 170 TC 
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Fiscal Year 1957 Programs 
dtle of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


Value in Thousands of Dollars 





4 Voliars 
Project Obligated 
Country and Field of Activity Number by Function 





FAR EAST contimed 

Philippines continued 
Public Administration continued 
Revenue Administration 9275-010 $159 TC 












National Media Production Center 92-76-02 39 TC 
Statistical Survey 9278-052 64 TC 
Over-All TA Public Administration 92=-79=-079 86 TC 
Police Improvement 92=79=090 131 TC 
Community Development am Social Welfare Total 104, 
Community Development 9281-077 10L TC 
Jeneral anc Miscellaneous Total 136 
Trainin’ in Atomic cnergy Fields 92=98-07L (P) L? TC 
Economic Policy Development 92-99-07 89 TC 
Technical Suvport Total 154 
Technical Support 92=99-000 154 TC 
Thailand Total (55 Projects 30,612 
——— 7, 
Defense Support 25,007 
T \ical Cooperation 4,615 
Forces Support 00 





Support Total 
CL Facilities 





Airfield 


Agriculture and Natural Resources Total 1,126 
se = 4 


10 
7 cut Gahan am ae Enaneo 
Agricultural Extension and fesearc 





Tank Ir 





cite ~~ 

Improvement Kasetsart University P) 45 TC 

Agricultural Development N.E. Thailand 61 TC 
I ion and Water Conservation 


ga 


Livestock Industry Development 


254 TC 
Agricultural Credit ami Marketing 106 TC 
Agricultural Statistics 22 TC 











(T) 39 TC 
6,122 

93=21-038 55 TC 

Minerals Experimentsl Center 93=21-133 22 TC 

Airborne jeophysical Survey 93-21-153 130 Ss 

Power Facilities Improvement 63 TC 

Power Exploratory Survey cS 255 TC 

Mae Moh Thermal Fower Facilities 3,469 DS 

Bangkok Interim Power C 1,950 DS 

Industrial 125 TC 
Industrial T 20 TC ' 








OO WX 
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Fi Year 1957 Programs 
Title of Froje and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956=--June 30, 1957 
1e in thousands of Dollars 
ICA Dollars 
Project Ob1li zated 
Country and Field of Activit lumber by runction 
FAR EAST contimed 
Thailand contimed 
Transportation Total $19, 53k 
Highwa Special rtheast 1,52 
xeneral Highway Improvement 
Highway Department erat is 
Bangkok-Sangkapi Road Improvement o) 
Railroad Operations Improvement (T) > T 
Bangkok=-Nongkai RR linz St k 3-3 (Cc) c Ss 
Aeronautical ces In veme nt 9: -O05 3, 3L6 S 
Airfield -37-09 (CS) OC 
Meteorologica ement -37-11 
Improvement T -37-116 (CS L 
Aviatior verhaul ar ainte ne fa 3-37- ) 355€ 
neineerin ra Administrat n ho T 
aluat r 2 's Trans. > 
Labor Total 19 
; a , Ts . 
Labor ite r -051 ; I 
Local a e t 93-53- L, 
edi r -5L-01% 19 
s mor ent 33-55- l TC 
ta : ‘ 93-59- T 32 
Educa tal 
Vocatior r 9 3-61-162 
ble n 73-6 -1L9 iF 
Improveme e ar 9 3-65-1365 122 
F € al K iv. ering 9366-121, 
Education Pr am Admi 93-69-061 we OT 
Education - Gener rair 93-69=126 (I 2 TC 
3-72-119 
derr Pe a -eme nt 73-75-0986 63 
ne i li and + -75-1lié 
vernment tatist l er a - é 
Admin r ram ~ 73.~79- 7 + 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Oblicated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 





+ 


ICA Dollars 
Pro ject Obligated 
Country and Field of Activity Number by Function 








FAR EAST contimed 


Thailand continued 





Community Development and Social Welfare Total 
Community Development 93-81-157 





oo 
we 


jeneral and Miscellaneous Total 
Program Informati 


] 
~) 
VI 





93-92=065 


al 
4 
oO 


School of Nuclear Science and Engineering 93-98-085 (P) 22 
Training in Peaceful Uses of Atomic Energy 93-98-140 (P) 14,0 





Program Ope rations 93-99=102 136 TC 
round Water Exploration 93-99-108 $7] 





Vietnam Total (U9 Projects 48,938 


fense Support 


*hnical Cooperation 














30-11 113 { 
latl. Agric. College and veneral Training 30-11-065 123 TC 
esearch in iec Crops (FY '57 30-11-072 76 TC 


Irrigation and Drainage 30-12-01 (CS) 10 TC 
Small Water Control Systems 30-12-06 113 DS 








113 -~OD 
linistration of Agrarian Reform, 30-12-089 193 DS 
Land Development (Rural Resettlement 30-12-1hk 3,304 DS 


jeneral Livestock Dev. (FY '57 30-13-055 454 DS 


Agric. Credit and Cooperatives 30= 14-056 190 T 


Cc 
Agric. Economics am Statistics W-1Ly-143 58 TC 


Reforestation and Erosion Control W-17-052 (T) 13 «TC 
Development of Inland Fisheries W=-16-053 (T) 7 TC 


Development of Marine Fisheries 30-18-062 160 DS 


Industry and Mining 
_—_—_ 


ong, Sor al Expl 





Telecommunications Development 30-22-087 4 
Electric Power Development 30-22-108 700 DS 





aper ard Paper Mill S 








rey 30-23-168 (CS) 25 D 
Sugar Industry Survey 30-23-169 (CS) 30 DS 
Industrial velopment Center 30-23-170 6,540 DS 
eneral Industrial Survey 30-23-171 (CS) 75 ODS 


Rural-Urban Water Supply Dev 
Saigon -Cholon Water System Survey ; 





Handicraft Development FY '57 30=26-159 6 






rans 
ni ghway 





Total 15 , 80; 
Bridges 30-31-021 12,60 DS 


Jietnam Railway System 3 3-095 








and 


= 33-095 4,413 DS 
Waterways of Vietnam 30-34-18 181 DS 
Improvement & Expansion of Aeronautical Ground Facilities 30-37-0092 1,748 DS 


15 





Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 


ollars 
Project Obligated 
Country and Field of Activity Number by Function 





FAR EAST contimved 
Vietnam continued 


Health and Sanitation Total $ as 
Malaria Eradication 30-51-029 









DS 
Rural Water Supply 30-52-015 (T) 30 ~DS 
Health Services Development 30-5 3-018 948 TC 
Nursing Arts Courses 30-54-027 (T) 25 oS 
Natl. School of Nursing 30-54-037 (T) 1 bs 
Health Technician School 30-54-090 (T) 29 DS 
Medical amd Allied Education 30-54.-150 2,604 Di 
Education Total 1,963 
Vocational Education 30-61-110 S71 Ds 
Elementary Education 3-64-152 351 TC 
Secondary Education 30-65-153 132 
TC 
13 DS 
Teacher Training and Higher Eéucation 30-66-151 710 TC 
Adult Literacy Training 3-67=-060 (C) 119 TC 
Textbook Dev. and Special Services 30-68-15, 80 TC 
Public Administration Total 7,313 
Training Civil Tax Expert 30-75-160 (P) a=; TC 
Participant Training in Taxation & Public Finance 30-75-16, (P) 150 TC 
Natl. Inst. of Admin. & MSU Administrative Support 30-77-080 1,186 TC 
Natl. Institute of Statistics 30-78-136 83 TC 
Travel Cost of Vietnamese Scholarship Students to and 
from Vietnam 30-79-0681 (P) 100 TC 
Civil Police Admin. 30-79=120 5,786 DS 
General and Miscellaneous Total 1, 26 
Dev. of covt. information Facilities FY '57 30-92=006 5 DS 
Natl. Radio Network 30-92-165 812 D 
Technical Support Total 1,430 
General Program ne (Tech. Support) 30-99=000 3430 DS 
Regional Total (6 Projects 266 
Technical Cooperation 266 
Agriculture and Natural Resources Total 15 
_—s 87=16-007 5 TC 





59 
87-25-012 o5 Tc 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956—-vune 30, 1957 


(Value in Thousands of Dollars) 
' TCkh Dollars 





Project ligated 
Country and Field of Activity Number - by Function 
FAR EAST contimed 
Regional contimed 
Health and Sanitation Total 1 
Tuberculosis control Services 87=51-019 (T) 1 
Education Total 2 
Architectural Training 87-69-01, (P) “2 tC 
General and Miscellaneous Total 188 
Regional Technical Assistance Training Center 87-99-001 “TS TC 
Services of the U.S. Book Exchange, Inc. 87-99-003 (CS) 62 TC 
Hawaii Training Program 87-99-011 (CS) 47 TC 
ICA Marking Program 87=99=018 (C) 1 TC 
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Fiscal Year 1957 Programs3/ 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 


oliiars 


Project Obligated 
Country and Field of Activity Number by Function 








NEAR EAST AND SOUTH 


Afghanistan Total (29 Projects) $13,59L 
Development Assistance 10,507 


> 
Technical Cooperati on 2,987 





Agriculture and Natural Resources Total 2,754 
ational Agriculture Development 06-11-0602 B TC 


Ue 





& 
v 
c 









Helmand Canal Operation and Maintenance 06-12-020 1, TC 
Helmand Surface and Ground Water Investigation 06-12-021 5S TC 
Helmani Land Development 06-12-052 500 DA 
Helmand Irrigation - Construction and Surveys 06=-12-053 1,700 DA 
Industry and Mining Total 1,873 
Mineral Resouces and Coal Production 06-21-003 aT 








r TC 
800 DA 
Helmand Electric Power 6-22-0041 c DA 
Village Industries Development 06-23-031 a 8 
Architectural and Enzineerinz Services 06-25-09 300 A 
Industrial District - Kandahar 06-29-06 102 T 
Nuclear Science and Engineering 06-29-07 (P) ly : 
Transportati Total 4,605 
National Roads improvement and Maintenance 96-31-0039 pide 
wt TC 
2,000 A 
Air Transportation Development 06-37-036 173 
TF 
a4 A 
26 
Motor Vehicle Transporta n 6-39-04 2, 
2,u50 | 
Health and Sanitation Total 4 
ee . = 
National Institute of Public alth 6-54-03 4 
Education Total 2, uly 
Afghan Institute of Technolovzy 06-61-007 le 
Vocational Agriculture Education 6-62 -008 121 TC 
Institute of Education (Tea E cation 6-66-01 e T 
Faculty of Agriculture and Engineeri 6-66-07 1¢ 
Kabul University Administration 06-66-03 LOE 
Educational Facilities 6-69-04 1,é DA 
Public Administration Total 662 
Helmand Public Administration 6=-71-024 a 
Civil Police Administration 6-71-02 35 
%50 DA 
— a 
National Fiscal Administr 6-75-029 l TC 
National Public Administration 6=-79-0L5 57 TC 


a/ Includes reallotments of deobligated prior years' funds. 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Cbhligated, by Country, 
Field of Activity, amd Function 


July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 
ICA Dollars 
Project Ob ligated 
Country and Field of Activity Number by Function 





NEAR EAST ANU SOUTH ASIA continued 
Afghanistan contimed 








Community Development and Social Welfare Total #150 
National Rural Development 06-(:1-012 150 TC 


jJeneral and Miscellaneous Total 





lmand Vailey Authority Development Orerations 06-99-050 303 
200 DA 
103 TC 
Technical Support Total 629 


Audio-Visual Services (Mass Communication: 06-92-000 SO TC 


Program Technical Support 6-99-000 569 TC 


Ceylon Total (1h Projects) 









3 BLS 
Development Assistance 2,1 
Technical Cooperation 1,085 
Agriculture and Natural Resources Total 1,563 
; mq ~~  “oe , f - =—sT 
Agricultural Extension, Research end Education 5 3-11-002 174 
50 DA 
Ai. =e 
Cu sv 
Irrigation and Land Development 5 3=12-003 1,11h 
BEG DA 
225 TC 
Physical Resources Survey and Planning -12-010 ( 275 A 
Industry and Mining Total 321 
Minerals Exploration -21-01 ce A 
Industrial Development and Productivity 83-27-004 265 TC 
Transportation Total 1,073 
Highway Development & 3-31-01; 96 
505 DA 
a4 TC 
Development of Colombo Area Railway Services €3=33-005 3 TC 
Aeronautical Naviration Aids (V -37-013 85 
= s 
+ VA 
dealth and Sanitati Total 221 
Wlalaria Eradication 83-51-015 139 DA 
Environmental Sanitation 63-+52-007 18 TC 
Public Health Admin., Training, & Health Education 6 3-54-014 64 TC 
Education Total 435 
Assistance to the University of Ceylon 5 3-66-006 S) 45° 
314 ODA 
121 TC 
Public Administration Total 27 
Public Administration -79=-001 (I é re 


Technical Support Total ; 5 
Technical Soot 83-99-00 25 TC 





‘Fiscal Year 1957 Programs : 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956=-June 30, 1957 


( Value in Thousands of Dollars) 
ollars 


Pro ject Obligated 
Country and Field of Activity Number by Function 





NEAR EAST AND SOUTH ASIA contimed 
Egypt Total (20 Projects) 96868/ 
Technical Cooperation 
riculture and Natural Resources Total cas 
Agricultural Extension 6211-110 Tc 


Agriculture, Land and Water Resources Drainage and Underground 


Water Developments 62-12-1005 (T) 32 TC 
Desert Range Development 6213-118 (T) 17 TC 
Livestock Improvement 62-13-156 (T) 21 TC 
Plant Protection 62-13~158 (T) 7 TC 
Cooperative and Credit Studies 62-1ue154 (T) 12 TC 
Land and Water Utilization 62-14-155 (T) 36 TC 


Industry and Mining Total 22 
Mineral Resources Department 1-21-232 (T) “te TC 

Transportation Total 21 
tivil Aviation 62=37-2h6 (T) Tt te 


Industrial Consultation Services for Machine Shops 62=39=222 (P) 6 TC 
Health and Sanitation Total U8 
“Control Bilharziasis Thru Use of Mulloscocides "G" 62=51-129 (T) “6 tC 

Rural Health Demonstration Center "E" 62-53-1268 (T) 27 TC 

Institute of Public Health "H" 62-55~130 (T) 15 TC 
Education Total 104, 

ning of Teachers for Rural Elementary Schools 62-64-133 (T) “33 TC 

Educational Research 62-68-138 (T) 5 TC 

Educetional Materials Service 62-69-13 (T) 36 TC 

Vocational Education 62=69=1L0 (T) 30 TC 


Community Development and Social Welfare Total - 
EArS SS nera. 62-81-202 (T) TC 

Housing Total ‘ = 
Builcing Research and Training Center 62-83-148 (T) TC 












- 
62~99=000 Tc 
Greece Total (19 Projects) = 

echnical Cooperation 
riculture and Natural Resour-es Total x 
gricultural Extension, Training and Research Project 40-11-0068 1 TC 
Natural Resources Development Project 40-12-0009 (P) 4O TC 
Demonstration of Livestock Breed Improvement 40-13-103 (C) 75 TC 
Production and Marketing Project 40-14-010 60 TC 
Demonstration of Deciduous Fruit Grading, Processing 
and Sales Promotion O~1y-115 (C) 32 TC 
Industry and Mining Total = 
ng The Mineral Fields 40-21-062 (P) TC 
Training in Modern Methods and Processes of Industrial 
Production 40-23-063 (T) 11 TC 


a/ No new projects for Egypt in FY 19573; represents funds to cover technicians who 
were eventually transferred to other countries. 
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Fiscal Year 1957 Programs 


Title of Project and ICA Dollars Obligated, by Gountry, 


Field of Activity, and Function 


July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 


Project Obligated 
Country and Field of Activity Number by Function 
NEAR EAST AND SOUTH ASIA continued 
Greece continued 
Transportation Total $1 
Installation of VOR Equipment and Training 0-37-01, (T) 3 TC 
Labor Total 61 
““Yabor and Trade Union Leadership ,0-h1-053 ¥ tc 
Labor and Trade Union Leadership 40-1-091 (P) 9 TC 
Training of Apprenticeship Trainers .O-:2-090 (P) 31 TC 
Labor, Manpower, Wage and Hour Statistician 0-9-0051 (T) 5 Tc 
Health and Sanitation Total 7% 
Training in Modern Public Health Methods 40=5-083 (P) 7% TC 
Public Administration Total ly 
Public Safety Advisory Mission 40-71-089 ~ 5 a0 
International Program in Taxation, 1957-58 (Harvard 
Law School) 40-75-092 (P) 11 TC 
Hous Total 11 
or Housing Expert 0-83-052 (T) TI tc 
General and Miscellaneous Total 68 
udio ua adership Training at Indiana University 40-92-100 (P) YP te 
Training in Nuclear Energy 0-98-06) (P) 56 TC 
Technical Support Total 141 
Technical Seat 40-99-9000 Thi tc 
India Total (68 Projects) 269 
Development Assistance 29 047 
Technical Cooperation 6,222 
Agriculture and Natural Resources Total 2,166 
Determination of Soil Fertility and Fertilizer Use 86-11-00h 266 TC 
Agricultural and Home Science Extension and Training 86-11-007 332 TC 
Agricultural Education and Research 86-11-028 258 TC 
Agricultural Information, Production and Training 86-11-02 (T) 50 TC 
Groundwater Irrigation 86-12-006 (C) 36 DA 
Groundwater Exploration 86-12-012 Lh TC 
Water Resources Survey and Minor Irrigation Works 86-12-0h, (T) 21 TC 
Livestock Improvement 86-13-O41 248 TC 
Crop Production and Development 86-13-061 152 TC 
Dairy Development 86-13-069 308 TC 
Production, Processing and Marketing of Citrus Fruits 86-13-079 (T) 13 TC 
Agricultural Economics Research 86-1,-0h,3 69 TC 
Farmer's Organization 86=1-067 79 TC 
Modern Storage of Foodgrains 86-15-031 (T) 3h TC 
Expansion and Modernization of Marine and Inland Fisheries 86-18-005 93 TC 
Training in Agricultural Machinery Utilization 86-19-022 71 TC 
Agricultural Program Direction and Development 86-19-06L, 92 TC 
Industry and Mining Total 5,961 
Minerals Survey Development 86-21-08 113 TC 
Electric Distribution Systems Maintenance Training Center 86-22-05 (CS) 51 TC 
*Delhi Thermal Plant 86-22-116 4,000 DA 
Building Material Development 86-23-013 (T) 14 TC 
Machine Tool Industry Development 86-23-099 (CS) 28 TC 
River Valley Development 86-25-011 (C) 10 TC 
Training Construction Equipment Operators and Mechanics 86-25-019 (CS) 132 TC 
Rihand Valley Development 86-25-620 (T) 2 TC 


2\ 


25164 O— 5S 2) 


ICA Dollars 





| 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Cowtry, 
Field of Activity, and Function 


July 1, 1956 -- June 30, 1957 


(Value in Thousands of Dollars) 
Do 
Project Obligated 
Country and Field of Activit Number Function 


NEAR EAST AND SOUTH ASIA continved 


India continued 
Industry and Mining continued 
Flood Control 86-25-09 (P) $ 21 TC 
Technical Services in Water Resources and Power Development 86-25-0059 267 TC 
Steel Standards 86-25-089 (CS) 97 TC 
Marketing Conference and Study Tour 86-26-095 (P) 3 TC 
Assistance to Industrial Research & Technical Service 
Organizations 86-27-026 = 
DA 
91 TC 
Development of Forest Research and Desert Afforestation 86-28-010 88 TC 
Assistance to Technical Education Institutions 86-29-027 362 TC 
Industry Program Development 86-29-051 150 TC 
Natural Resources Program Development 86=-29111 10 TC 
Transportation Total 15,183 
Highway Transportation 86-31-096 (P) 3 TC 
Railway Rehabilitation & Expansion 86=33-017 1 
3000 DA 
51 TC 
Expansion of Aviation Ground Facilities 86-37-02) 1g TC 
Labor Total ~ 
Study of the Effects of Thermal Environment Conditions 86-47-055 (T) TC 
Labor Program Development 86-. 9-08), 25 TC 
Health and Sanitation Total 8,1 
Malaria Control 86-51-009 
500 DA 
LO Tc 
Control of Filaria 86-51-05, 1,038 
000 DA 
38 TC 
National Water Supply and Sanitation Program 86-52-025 109 TC 
Assistance to Medical Colleges and Allied Institutions 86-54,-029 338 TC 
Health Program Development 86-59=101 79 TC 
Education Total Re 
Assistance to Home Science Education and Research 86-63-060 (T) TC 
Assistance to the National Institute of Basic Education 86-64-11) 23 TC 
Assistance to the Extension Training Program for Secondary 
School Teachers 86-65-063 323 TC 
Assistance to the Central Institute of Education 86-66-119 10 TC 
Assistance to Training in Adult Education 86-67-1118 25 TC 
Educational Administration 86-68-073 10 TC 
Education Program Direction and Development 86-69-066 58 Tc 
School Building Improvement 86-69-07h 28 TC 
Assistance to Rural Institutes 86-69-107 25 TC 
Assistance to Teacher Training in Audio-Visual Education 86-69-120 190 TC 
Assistance to Ministry of Education 86-69-122 (CS) 50 TC 
Public Administration Total 106 
“Economic Planning 86-75-062 (T) 3 TC 
Investment Promotion and Tax Study 86-75-1113 (T) 8 TC 
Improved Operating Statistics and Reports 86-76-077 (C) lu DA 
Assistance to Indian Statistical Institute 86-78-078 (T) k Tc 
Training in Public Administration 86-79-080 (P) 27 TT 
Public Services Program Development 86-79-102 43 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country 
Field of Activity, and Function 





July 1, 1956 == June 30, 1957 


~ (Value in Thousands of Dollars ) 
ICA Dollars 
Project Obligated 


Country and Field of Activity Number by Function 


: 
1 
: 
| 


NEAR EAST AND SOUTH ASIA continued 
India continued 


Community Devel nt and Social Welfare Total 2,226 
Communi ty eolenesk Program 86-81-008 
ze DA 
157 TC 
Social Welfare 86-82-058 69 TC 
General and Miscellaneous Total a | 
ss Communications 86-92-039 TC | 
Nuclear Engineering 86-98-076 (P) 21 TC 
Procurement Services 86-99-075 87 TC 
Participant Training 86-99-103 33 TC 
Technical Support Total o 
Technical ee 86-99-000 TC 
Iran Total (43 Projects) 11,907 
echnical Cooperation “ots? 
Defense Support 5,350 
Agriculture and Naturel Resources Total 976 
Improvement of Karaj Agricultural College 65-11-009 “IO TC 
Agricultural Extension Service 65~11-039 177 TC 
Support of USAC-ICA Contract 65-11-121 (CS) 273 TC 
Reclamation and Irrigation Develcpment 65=12-105 80 TC 
Livestock Improvement and Management and Animal Disease 
Control 65=13-032 11, TC 
Improvement of Crop Production and Pest Control 65-13-075 88 TC 
Project Concerning His Majesty's Land Distribution Program 65-1h-030 (T) 5 Tc 
Agricultural Engineering 65=1,-067 22 TC 
Range and Forest Management 65-17-03 56 TC 
Project for Contributing to the Completion of Forest Surveys 
in Iran 65=17-130 151 DS 
Indust and Mint Total 1,886 
Telecommunications Services 65-22-02) 29 TC 
Trans-Iran Telecommunication Link 65-22-129 88 DS 
Tchitsazi Mill 65-23-008 (T) 47 TC 
Automatic Pottle Making 65-23-0866 (T) 19 TC 
Food Processing Services 65-23-092 118 TC 
Bureau of Standards 65-24-038 17 TC 
Professional Services 65-27-079 (CS) 423 TC 
Industrial Institute 65-28-109 294 TC 
Capital Industrial Projects Technical Assistance 65-29-118 (T) 55 TC 
Trans tion Total 2,9. 
Wigey Equipment Maintenance and Repair Shops 65-31-12), 5 DS 
Development of Lake Rezayeh Navigation 65=34-128 1,280 DS 
Installation of Air Navigation and Meteorological Equipment 65-37-005 50 TC 
Communication and Workshop Equipment for Airport Facilities 65-37-127 (C) 425 DS 
Transportation Facilities 65-39-1119 97 TC 
Labor Total 124 
or Training and Services 65-2-0h1 TL Te 
Health and Sanitation Total 552 
Shiraz Medical Center 65-53-091 (CS) I29 Tc 
Training and Demonstration of Public Health 65-Sh-072 423 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 





ICA Dollars 
Pro ject Oblizated 
Country and Field of Activity Number by Function 


NEAR EAST 
Iran continued 





WD SOUTH ASIA contimed 





Education Total 





Training for Educational De 
Improving Teacher Educatién 
College of the University 


Demonstration Vocationa 


i 
a 
> 
» 
vx) 
© 
° 
bs 
c 
we 
@ 
wo 





Public Administration Tota! 












919 
Improvement of Law mnforcement Services 217 TC 
Study of Municipal Manavenent (Iran livniciral Association) LS TC 
Position Classification 21 TC 
Institute for Administrative Affairs (CS) 246 TC 
Government of Iran Public A nistration 6-<79=110 396 TC 

Community Develonment and Soci \ are Total C7 
ommunity Development tn 65-61-06), C7 TC 





Housing Total 20 
Development of Low-Cost n nz E5 xt 3-063 (1 20 T 


general and iliscel 


Radio-Production 








rain C 
Audio-Visual Training Cc 
The Support of Operations of tne iran-Averican Joint fund 

for Technical and «co t 65-99-0869 641 TC 
Ostan Offi Orerations 6 9-203 (T 325 ic 
Special Training Prozrams 65=-99=206 Su TC 


Technical Suprort Total 1,03 


“Technica > ae SE eee ’ 
ecanical supporteveneral 


or 
1 
' 
4 
! 
SQ 
© 
< 
7 
oc 
A 
oO 
a) 
Oo 

























~~ Technical overa 
Dev ment A t 49220 
icine tal 4 
66<11-001 j2 TC 
le ve Ph LeO 4 S) le Tc 
66-12-005 16 TC 
ar € ve pment 66-12-0111 169 TC 
66=1 127 TC 
66-1 10 TC 
66-13 23 TC 
6€-13-007 (T) 15 TC 
redit 66-14-00) (T) 19 TC 
66-14-009 (T) 11 TC 
j 66-15=-042 (T) 13 TC 
Zrii me s-ltati er 2 t stry 66-19-03 32 TC 
sricultural uachinery 66-19=-050 (T) 20 T 
otal 
opnent 6631-013 3 ; 
Construction and Maintenance-Advisory Services 66-33-0600 (CS) 350 DA 
anitation Total 24,3 
"e th Services 66-52-03 (T) “I? Tc 
hild Health Demonstration and Training 66=5 3-015 17 TC 








t ; $3,616 t isand; $2h sand represents emerzency shipment 
of smallpox vaccine not documented as a project. 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 





July 1, 1956<-June 30, 1957 


(Value in Thousands of Dollars) 
TCA Dollars 



























Project Obligated 
Country and Field of Activity Number by Function 
NEAR EAST AND SOUTH ASIA contimed 
Irag continued 
Health and Sanitation continued 
c Health Training and Demonstration 66-5 3-016 #51 TC i 
Laboratory Development 66-54-0118 (T) 12 TC 
Basic Education=Medical, Nursing, & Allied Professions 66-54-04, 35 TC 
Hospital Facilities 66-55=-017 (T) % TC 
Health Consultative Services to the Ministry 66=59-039 80 TC 
Education Total 140 ; 
Advisors in Vocational and Technical Education 66=61-025 “% TC 
General Education and Educational Administration 66-66-05 (P) 32 TC 
Teacher Education 66-66-053 (T) 11 TC 
Education Consultative Services to the Ministry 66-69-00 22 TC 
Public Administration Total 1,327 
Civil Police Administration Program 66-71-0611 Coa 
Lo DA 
4 TC 
Institute of Public Administration 66-77-062 175 T 
Public Administration 66-79-07 148 TC 
Community Development & Social Welfare Total 72 
Community Deve lopment 66-81-906 72 TC 
jeneral and Miscellaneous Total 209 
Audio-Visual Training Center 66<92=021 “Es T 
Peaceful Uses of Atomic Energy 66=-98-052 (P) 2 TC 
Executive Member - Development Board 6699-032 27 TC 
Advisors to the Ministry of Development 66=99-033 137 TC 
Technical Support Total 297 
Program Support 66=99=000 297 TC 
Israel Total (31 Projects) 1,847 
Technical Cooperation 1,5 
Agriculture and Natural F al 170 
gricultural hNesearch, © ion and Education 7l-11-159 “LS TC 
Water Resources 71-12-085 64 TC 
Management & Development of Range, Forestry & Fisheries 7112-162 32 TC 
Field and Horticultural Crops 71=-13-127 12 TC 
Animal Husbandry 7l-13-161 5 TC 
Agriculture and Weter Resources (Supervisory) 71=-19-186 (T) ll TC 
Industry and Mining Total 779 
Minerals Deve lopment 71=21-035 “76 TC 
Department of Metallurgy 71+21-110 (C) 25 T 
Conservation Techniques in Oil Field Development (P) 2 TC 
Development of Selected Industries 98 TC 
Export Marketing Institute T) 5 TC 
Industrial Design CS) 100 TC 
For Increasing Productivity thr d 
pplication of Improved Productivity) iqu }1=27-040 35 TC 
Management Training 71-27-1163 330 TC 
Industry Mining and Transportation (Supervisory) 71-29-1187 (T) 33 TC 
Industrial Development Planning 71=+29=202 10 TC 
Inspection, Standards and Quality Control 71=29-223 63 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956—-June 30, 1957 


(Value in Thousands of Dollars) 
TCA Dollars 











Project Obligated 
Country and Field of Activity Number by Function 
NEAR EAST AND SOUTH ASIA contimed 
Israel continued 
Transportation Total $ 2 
Highway Transportation and Automotive Requirements 71-32-010 IBS Tc 
Road Construction 71-31-0111 7 Tc 
Israel Railroad Operation and Maintenance 71-33-0015 (T) i? te 
Health and Sanitation Total 50 
Community Health Organization and Development 71-59-182 (1) 56 TC 
Education Total 36 
Vocational Training for Adults & School Ave Students 71-61-005 (P) _ oo 
Education (Supervisory) 71-69-185 (T) L TC 
Education (Participants) 71-69-190 (P) 1 TC 
Public Administratiln Total 23 
National Insurance 71-71-07 (T) “Et TC 
Public Administration (Suvervisory) 71-79-1688 (T) 1, TC 
Public Administration (Participants) 71-79-195 (P) 1 TC 
Housing Total 7 
Assistance in Housing 71+€5-117 (T) i 
General and }.iscellaneous Total 10 
Mass Comnunications 71-92-051 (T) “3 TC 
School of Nuclear Science anu inzineering 71-98-180 (P) S TC 
Tecnnical Supvort Total 72h 
apport = State University of New York 71-99-000 75 TC 
Jordan Total (2h Project) 3,170 
Development Assistance T,°L5 
Technical Cooperation 1,325 
riculture and Natural Resources Total 190 
iltural Extension 7€-11-02 “%1 TC 
Ranze Manazement 78-12-075 32 TC 
Plant Protection 76=13-016 46 TC 
Horticultural Improvement 78-13-0168 (P) 6 TC 
Aid to Field Crop Production 78-13-06 8 TC 
Livestock Improvement 7E-13-047 26 TC 
Field Project Assistance 78-19=025 (OC) 1 TC 
Industry and Mining Total 40 
Wesgeteat kici vice 76=29-007 6 Te 
Transportation Total 1,31 
Road Development 76-31-031 i TC 
Roads 78=31-053 1,358 DA 
Highway Administration 7E=31-076 16 TC 
Health and Sanitation Total 161 
Environmental Sanitation 76=52-062 eC 
Community Health Center 78-5 3-061 56 TC 
Health Training and Zducation 76-54-027 9, T 
Field Project Assistance 78=59-014 (OC) 3 TC 
Education Tctal 115 
Industrial ccication 78-61-057 ee TC 
Agricultural Education 7€-62-001 (P) 26 TC 
Training for Jordanian Nationals 75-69-051 80 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by country, 
Field of Activity, and Function 
July 1, 1956—-June 30, 1957 


(Value in Thousands of Dollars) 





TCk Dollars 














Pro ject Obligated 

Country and Field of Activity Number by Function 
NEAR EAST AND SOUTH ASIA contimed 
Jordan continue 

Public Administration Total $ 36 
Statistical Administration 78-78-002 (T) 7eae 
Public Administration Special 76-79-079 (P) 25 TC 
Public Administration 78=75-077 (P) 4 TC 

General and Miscellaneous Total 487 
“Municipal Loans 78-99-078 LB7 DA 

Technical Support Total 740 
Technical Support 78-59-000 3 TC 
Technical Support 78=99-000 737 TC 

Lebanon Total (2& Projects) 3,100 

Technical Cooperation 2,100 

Development Assistance 1,000 

Agriculture and Natural Resources Total 3L6 
Agriculture Extension ‘ 68-11-007 BS TC 
Water Resources Reconnaissance Investigation 68-12-035 131 TC 
Animal Resources 68-13-069 25 TC 
Plant Resources 68-13-088 Su TC 
Agricultural Engineering 68-19-087 51 TC 

Industry and Mininz Total Le 
“Power Transmission 68-22-089 177 TC 

Establishment of Industrial Product Standards in Lebanon for 

the GOL Ministry of National Economy 68-23-086 (CS) 10 TC 
Industry Institute 68-27-025 255 TC 

Transvortation Total 1,078 
Public Hoads Development of Lebanon (Coastal) 68-31-003 1,000 DA 
Highway Advisory and Training Project 68-31-090 26 TC 
Air Navigation 68-37-032 5 Tc 
Expansion of Beirut International Airport for Jet Airlines 68-37-085 LS TC 


Labor Total 


32 
Tabor Union Leaders 32 





68-41-080 (P) TC 

Health and Sanitation Total a 396 
Villaze Water Supply 66-52-036 193 Tc 
Central Public Health Laboratory 68-53-00 25 TC 
Demonstration Urban Health Center 68-5 3-005 2 TC 
Demonstration Nursing School 68-5-034 60 TC 
Municipal Sanitation 70 TC 
Vital and Health Statistics 37 T 
Vital Registration 9T 

Education Total 97 
Technical Education 68-61-041 (T) Té Tc 
Teacher Education Urban 68-61-02 (T) 10 TC 
Rural Teacher College 6&-64-070 (P) 1 TC 
Adult Education - English Teaching 6€ -67-027 70 TC 

Public Administration Total 23 





' 
‘ 
J 
> 
oI 
3 
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Fiscal Year 1957 Programs 
Title of Project and ICA Vollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956=-June 30, 1957 





(Value in Thousands of Dollars) 


Project 


Country and: Field of Activity Number 





NEAR EAST 
Lebanon cont. nue 


AiD SX 
a 





Housing Total 
National Housing Provram 6-8 3-091 


Jeneral and 
0] nt 


Miscellaneous Total 
Pla‘ nin E 











Deve lopment 6£-99-019 (OC) 


68-99-000 








Agriculture and N ral 7 a 
erall Froject in Arri tur 67-19-9 


Industry and 


a 
Project for iiineral Deposit rveys 67.9% 


Industria 


4 
a 


Transportation Total 
Nopeway rroject 67-39 




















“OOS 

Health and Sanitation t 

Overhead Project for health erati e > 67-55-906 

Project for Insect Borne Disea ntr 67-51-9086 

Project for Local Health Services 67-Sl-9 
Education Total 

eacher Training and Related Activities 67-46-9086 

Project for Educational Activities 67-67-907 
Community Development and Soci Welfare tal 

verhea roject for Village Develocumert operative Service 67-81-906 

Project for Village Develorment Service 67<£1-907 

Project for Village Dev pment r Se s 67-€1-908 
General and Miscellaneous tal 





~~ ge ow 7 o~m/, SO OTT. or 
Cooperative service Total 
2 Vailey Multi-Purpos 67-99-90] 


General Public Works and jects ¢ 


a 


Technical Support Total 


Technical Support 








-99- 


28 


ICA Dollars 
Obligated 
by Function 











274 
239 TC 
77 TC 
14 
ae 
; 
as T 
I 
rt 
=o DA 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956=-June 30, 1957 


(Value in Thousands of Dollars) 








ICA Dollars 
Project Obligated 
Country and Field of Activity Number by Function 
NEAR EAST AND SOUTH ASIA contimed 
Pakistan Total (47 Projects) $35, 342 
Defense Support 20,602 
Technical Cooperation 6,088 
Development Assistance 557 
Military Assistance 15 
riculture and Natural Resources Total 1, 79h 
Agricultural Organization 91-11-025 LO3 TC 
Soils Mechanics and Hydraulics Laboratory 91-12-013 (P) 1 TC 
Makhi Dhand Reclamation 91-12-017 74 DS 
Ganges Kobadak Irrigation 91-12-026 (CS) 411 DS 
Soil and Water Conservation 91-12-027 52 TC 
Taunsa Barrage 91-12-028 129 
DA 
4 DS 
‘West Pakistan Ground Water Survey 91-12-035 96 DS 
Plant Protection 91=13-022 35 TC 
East Pakistan Forest Research Laboratory 91-17-003 165 TC 
Chittagong Hill Tracts-Timber Extraction Project 91-17-008 270 TC 
West Pakistan Fisheries Development 91-18-05 45 DS 
Fisheries Development-East Pakistan 91-18-055 46 DS 
Agricultural Engineering Workshops 91-15-029 (T) 67 TC 
Industry and Mining Total 19,857 
Makarwal Colleries 91-21-066 (C) 593 DS 
Bureau of Mines and Geological Survey 91-21-073 50 TC 
narnafuli Multi-Purpose Project 91-22-023 4,480 DS 
Multan Lyallpur Power Transmission 91-22-106 (CS) 3,600 DS 
Construction of Fertilizer Factory 91+23-007 (CS) 36 DS 
Industrial Research and Development Center, Lahore 91-23-033 (CS) 350 TC 
Industrial Development Survey 91-23-052 (CS) 250 TC 
Survey of Industrial Potential of Wah Ordnance Factory 91-23-098 (CS) 55 
U6 tc 
15 MA 
Fertilizer Plant 91-23-107 (C) 10,000 DS 
Engineering Services for Projects 91-25-076 (CS) 43 TC 
Transportation Total 10, 396 
East Pakistan fhoad Development and Training 1-31-006 75 DS 
West Pakistan Road Construction 91-31-07 35 DS 
Highway System 91-31-056 (T) 34 DS 
Diesel Locomotive Training School West Pakistan 91-33-032 23 TC 
Diesel Locomotive Training School East Pakistan 91-33-09 52 TC 
Development of North Western Railway Production Shops 91-33-077 (T) 13 TC 
Rehabilitation of Pakistan Railways 91-33-100 8,496 DS 
Improvement and Expansion of Aviation Ground Facilities 91-37-051 762 
23 DA 
339 ns 
Nevelopment of Civil Air Transportation 91-37-062 900 TC 
Health and Sanitation Total 1,086 
Mass Disease Control-Malaria Control 91-51-005 2L7 DS 
Greater Karachi Water Supply and Sewage Disposal 91-52-02) (P) 5 Ds 
General Public Health Advisory Services 91-59-012 (P) 76 TC 
Contract Services for Medical Personnel 91-59-092 758 TC 
Education Total ‘ 4 
nera ucation Advisory Services 91-69-039 (P) L& tc 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956=-June 30, 1957 


(Value in Thousands of Dollars) 








ICA Dollars 


Pro ject Obligated 


Country and Field of Activity 


Number 











NEAR EAST AND S ASIA continued 
Pakistan contimued 
Publi ation 





































































by Function 











! Program) 91-72-105 TC 
Public Administration rvi 91-78-037 327 TC 
Procurement and Supply Train ro ject 1-79-108 (P) 20 TC 

Community Development and Social Welfare L2u 
Vi y ra Industrial Development 91-81-001 LL 
EIS Te 
9 DA 
cu 
and Lemonstrat station 71-83-08 (T) "2 tC 
Ho g Architectural Advisory 
91-83-063 (T) 22 TC 
General and Miscellaneous Total 427 
Trade and Investment 91-91-06), => TC 
Audio Visual Aid Project 91-92-065 60 DS 
Atomic Energy Development 91-98-10) 345 TC 
Technical Support Total 733 
Technical Suvport 91-99-00 733 TC 
Turkey Total (11 Projects 
Defense Support 
Technical Co ration 
Emergency Relief and Assistance 
Agriculture and Natural Resources T ’ 
Agricultural Research, Education, and Extension (7-11-075 
River Valley Development “12-12 
Soils and Water Resources 77=12-1u9 
Livestock and Poultry opment 77-13-150 
(P) 
e .% 
" a ion — 
t (fesOecoi \vo - & 
“7° - ~ ~~ e 
rie t =a —cu7 ww 
Western Lic (7-21-279 ) 450 DS 
Private M (m2lec € JS 
Preventi ? 1 Ss 20 T 
e i 2 507 DS 
ro-Power F s, Substat 
2 9F 
¢: 2 TC 
29 TC 
1, T 
é -23- 2,000 DS 
] S) 20 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 





July 1, 1956=-June 30, 1957 


(Value in Thousands of Dollars) 





ICA Dollars 
Project Ociigated 
Country and Fiela of Activity Number by Function 















hway En 




















Meteorology T) é TC 
; Airline Ope ram (cS) 110 TC 
Civil Aviat l TC 
Labor Total ll 
Workers cducation and Training Svecialist T-k1-1t0 Ti TC 
Health and Sanitation Total 39 
ee. — 
Nursing Education (Establisnment of Istant Florer 
Nizghtingale Foundation School jursing) T7-su-209 39 TC 
Education Total 4671 
Establishment of Model 7761-135 (CS) 210 TC 
Nebraska University - 77-66-2111 294 
iS US 
140 TC 
Seorgetown English Languare Progran 77-69-1693 (CS) 67 TC 
General sducation Services 77-69-29 (P) 100 TC 
Public Administration Total 7u1 
4 795 = rrr =n 
ssistance in Civil rolice Adz stration 77-71-2587 5u6 TC 
Personnel Administration in Directorate of State Hydraulic 
Works 7=73=290 éT 
Fiscal Administration Project Tl-75<2bh (I 47 TC 
Public Administration University of Ankara 77-77-2112 (CS) 40 
’ 
& noe ays 24 
24 
= @99 =f HF ae : 
~~, 
12,670 
l2y 
andi 
i ran,lraq,Pakistan, and 
Turkey -22- Oy A 
gS Uo 4 
‘e227 a ro je f an 431-101 33uUU DA 
y na r t raq -3l- 860 DA 
1ilroa ran & Turkey OL.-33-1 ) 3100 DA 
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Fiscal Year 1957 Programs 
itle of Project and ICA Dollars Obligated, by Country 
Field of Activity, and Function 


t 


July 1, 1956--June 30, 195 








(Value in Thousands of Dollars) 
TCA Doliars 
Pro ject bligated 
Number by Function 








Country and Field of Activity 


NEAR EAST AND SOl 








Regional Total (15 Projects $ 3,01 


Technical operation $007 


Agriculture and Natural Hesou 
Near r East gional Range F 
Regional Insect Control | 














\Y 
ras) 
~ 








e 


a Y Course and Studies O4-12-002 
ject O4-13-014 (T) 
roj Ol-13-034 (T) 
Credit O4-14-026 

is 


we 


ena vin & 


"C 





w 


Water Ruffalo Productivi 


aze 


TC 
TC 









3rain Stor i Advisor's Office O4-19-018 (T) 18 TC 
Industry and 25 
Financial in for Small industry Development O4-29-016 (CS) 2 TC 


Transportation Total 
eee 
Regional onip ing Advis 


Regional Civil Aviati 


i 
ang 


TC 





2 
c 
E 
' 
we 

= 

! 

e 
wa 
as 
a 

















4-37 -009 27 TC 

Community Development and Socia Total 26 

Regional C opment L-81-010 (T) 26 T 
nousing 23 

Re gion 04-8 5-011 23 TC 
general and 

American Ch-99-001 TC 

Re gional (T) 233 TC 

Services Ce OL-99-02 (CS) 3 TC 

Warehousi Ol=99-032 3 TC 

ICA Markin Ol-99-+033 (C 1 TC 
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Fiscal Year 1957 Programs?/ 
Title of Project anc ICA Nollars “blipgated, by Country, 
Field of Activity, and Function 
July 1, 1956-=Tune 30, 1957 


(Value in Thousands of "ollars) 











Ck Dollars 
Project Obligated 
Country and "1ald of tectivity Number by Function 
AVDOTCA 
P+thionia Total (327 -rotectea) #9 ,.S59A 
—Wafenee “unnort z 
Technical Cooneration 2,998 
Agricu'ture and “seturel Pesourcee “otal 2,705 
pricu’ ture and “echanical Irts Collere 63-11-9099 — oer TC 
Agricultural Improvenent Centers 63-13-90R 25 TC 
Coffee Develomment 63-13-913 40 TC 
Veterinary Assistant Training 63-13-91h, 17 TC 
Fisheries evelopnent Project 63-18-030 26 TS 
Agricultural Protuctivity and @ducation 63-19-031 1,620 DS 
Agricultural “quipment Stations 63-19-997 22 TC 
Industry and “ining Total 221 
Electric Power Stations 63~22-032 IGF ps 
Cammerce and Tndustry evelopment Service 63-25-9908 (T) 57 TC 
Industrial Research Services 63=29-033 16 BS 
Transportation Total L471 
“Take Tana “ort Facilities 63-3):-03L “SS nS 
Civil Aviation Advisory Services 63-37-99 5 TC 
Helicopter Project, 63-39 -035 L00 DS 
Health and Sanitation Total 2,7 
~—“Walarta Control “Survey 43-51-9190 RG Tc 
Community “ater Suorly 4252-926 590 NS 
Community "'ater Sunnly-'e!1l  rilline-"toioola 63-5°-912 238 TC 
Public Yealth College and “ealth *reinine Centerondar  62-5!/-996 278 TC 
Nurses Training School-‘sors 62-5), -979 h” TC 
Public Health Advicory Services 635); -011] 109 TC 
Public Heslth "Aucation and Services 6294997 AIS DS 
Pducation “otal 1,225 228 
Vocational Trade School - Addis 3-£1-992 70 TC 
Vocational Trade School - Asmara 43-61-9099 4 TC 
Vocational and Industrial Craft Centers £3-61-921 23 TC 
Ethiopian Teecher Cducation 63-6,-906 SO TC 
Ethiopian Teacher Zxdiucation 463-67-907 62 TC 
Sooperative .dvisory Services £3-67-908 350 TC 
poonerative Education 1 Teacher Training i'r h, and 
the Imperial Cthionian ‘iapping and Geography Institute 63-69-038 579 DS 
Public Administration Total 251 
Olice Administration Program 63-71-039 706 ts 
Public Administration Advisory Service 63-71-906 Sl TC 
ommunity Nevelomment and Social “elfare Total 860 
“Weelonal Sublic “orks Commmity ‘ev. Training % 

Nenonstration Project §3-81-01,0 R60 DS 
ine Total 200 
“Yow Cost Wrban "ousine 63-8), =<) 2 Ds 

Nenaral and “i-cellansous *ota7 1,396 
Wadlo Wroadcaating “tation 43-97 =f)? ore ne 
Autio-Tisusl Services Center 63-92 13 1h? pS 


a/ Tnclwteas ree) lotnents of deoblie-ted nrior yeers' funds, 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 

















ICA Dollars 
Project Obligated 
Country and Field of Activity Number By Function 
AFRICA continued 
Ethiopia continued 
General and Miscellaneous Total continued 
Area Development - mritrea 63-99-010 t 63 TC 
Geography Institute 63-99-906 52 TC 
Multi-Purpose Blve Wile River Basin Investigation 63-99-913 ll 
Technical Support Total 2 
Technical eoart 63-99-000 T 
Ghana Total (3 Protects) 729 
Technical Cooperation 729 
Agricul tare and Natural Resources Total 345 
#Land Planning and Soil Conservation Demonstrations and 
Control of Blood Diseases in Cattle 41-19-001 (CS) 345 
Community Development and Social Welfare Total 69 
Community Development 41-81-002 TC 
General and Miscellaneous Total 1 
Kumasi Technical Library 41-92-003 (C) Tw 
Liberia Total (2) Projects) 1,716 a/ 
Technical Cooperation 1,710 
Agriculture and Natural Resources Total 319 
Agricultural Experimentation 69-11-001 “oO TC 
Agricultural Extension 69-11-00k 152 
Forest Conservation 69-17-002 59 T 
Fresh Water Fisheries 69-18-003 18 TC 
Industry and Mining Total 100 
Mines and Geology 69-21-025 (7) i BD 
Electrical Survey and Training 69-22-028 (CS) 83 TT 
Industrial Management 69-27-032 2 TC 
Cartorravhic Service 69-29-005 (T) 5 Tc 
Transportation Total Ly 
Highway Program 69-31-015 Tc 
Health and Sanitation Total 202 
Malaria Control 69-51-007 “eB 
Rural Health - Gharnga 69-53-010 40 TC 
Rural Health Demonstration - Voinjama 69-53-023 37 
Nursing Education 69-54.-008 30 TC 
Health Education and Nutrition 69-54.-009 15 TC 
Public Health Nursing 69-5,-026 12 7 
Public Health Administration 69-59-006 27 TC 
Education Total 6 
Vocational and Agricultural Education (BWI) 69-61-013 (7S) Tc 
Commnity Education and Teacher Training, Rural Education 69-66-012 111 TC 
Education Administration, Supervision and 
Instructional Service 69-68-011 23 TC 
a/ Project detail adds to $1,762 thousand, 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 





(Value in Thousands of Dollars) 








ree ICA Dollars 
0 i eee ee Obligated 
Country and Field of Activity Number By Function 
AFRICA continued 
Liberia continued 
Public Administration Total $ Do 
Public Works Administration 69-71-016 tT 
National Police Training 69-71-027 Te 


Hous Total 


Public Building and Housing 69-83-019 TC 


General and Miscellaneous Total 


Kudio Visual 69-92-029 


Technical Support Total 


Miscellaneous Technical Support 69-99-00 


SS we we ol 
4 





Libya Total (60 Projects) $ 


Development Assistance 


fn 


- 
oO 
2 
2 


fs 





> 
Technical Cooperation 2,700 
Agriculture and Natural Resources Total 2 ,605 
Cooperative Service To 
Libyan-American Agriculture & Water Resources Joint 
Service 101 Tc 
Agricultural Guidance 279 TC 
Soil and Surface Water Conservation T 85 TC 
Ground Water Investigations 70-12-912 78 TT 
Irrigation Development ?0-12-913 42 TC 
Livestock Improvement 70-13-909 (T 61 TC 
Range Management, 70-13-910 (T 31 Tc 
Forestry 70-17-908 23 & 
Agriculture and Water Resources Joint Service Support 
and General Advisory Services to GOL 70-19=906 164 TC 
Agricultural Extension 70-11-205 BL DA 
Soil Surveys 70-12-206 (0c) 42 Da 
Groundwater Research and Development 70=12-207 (0) 151 Da 
Irrigation Development 70-12-2068 (°C 68 Da 
Soil and Surface Water Conservation 70=12-210 {% 966 Da 
Livestock Improvement 70-13-201 (© 113 Da 
Range Management 70=13-202 ( 42 Da 
Agricultural Credit 70=1y-101 73 Tc 
Agriculture Cooperatives 70-14-9114 6 TC 
Forestry 70-17-203 ‘ 196 Da 
Industry and Mining Total 9,118 
Minerals Investigation 70-21-906 2k TC 
Minerals Investigation 70=21-209 ( 42 Da 
Tripoli Power Project 70=22-005 3,500 DA 
Development of Small Municipal Power Plants 70-22=220 84 DA 
Telecommunications and Broadcasting Facilities 70=22=221 2,750 DA 
Broadcasting Facilities 70=22-22h, 2,650 DA 
Agricultural Products Processing Facilities 70-23-20, 350 DA 
Industrial Development 70-29-003 18 TC 
Transportation Total 907 
~~ Re ilitation a Construction of Provincial and Federal 
Roads 70-31-222 ) 907 Da 





462 


Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 





Project ICA Dollars 
Country and Field of Activity Number sented 
Function 








AFRICA continued 


Libya continued 
Health and Sanitation Total 





Cooperative Service Total ve 
Libyan American Joint Public Health Service 70-59-903 62 TT 
Trachoma Control and Basic Public Health 70-51-910 58 TC 
Sanitation Activities 70-52-909 76 TC 
Development of Domestic Water 70-52-908 (T) 27 TC 
Hospital, Ambulatoria and Laboratory Rehabilitation 70-55-911 (T 17 TC 
Joint Service 70-5 9-906 72 TC 

Trachoma Control ami Basic Public Health 70-51-2168 (0c) 280 Da 

Development of Domestic Water Supplies 70-52-216 (9C) 760 Da 

Sanitation Activities 70-52-217 (0C) 42 Da 

Rehabilitation of Health Facilities in Libya 70-55-215 (0) 104 Da 

Education Total . 2h2 

Cooperative Service Total 302 
Libyan American Education and Audio Visual Joint Service 70-69-902 370 TC 
Rural Education 70-64-908 (T) 15 1 
Teacher Education 70-64,-907 = 

O DA 
55 TC 
Education Joint Serv. Support and Advisory Service to GOL 70-69-906 85 TC 
Instructional Materials Development 70-69-9111 (7) 27 TC 
Technical and Vocational Education 70-69=912 5 TC 

Teacher Education 70-64,-225 700 Da 

Technical and Vocational Education 70-69-211 (0c) 189 Da 

Rehabilitation, Remodeling and Construction of School 
Buildings 70-69-212 ( 470 Da 

Instructional Materials Development 70-69-21) (9c) 256 Da 

Assistance in Overseas Study for Libyan Students 70-69-226 600 DA 

Public Administration Total 02 

Civil Police Administration Survey 70-71-006 > DA 

Public Finance 70-75-001 (T) 42 TC 

Economic Survey 720-75-227 (00) 300 TC 

Improvement of Governmental Operations 70-79-00 (T) 10 TC 

Community Development and Social Welfare Total 
Area Development and Resettlement 70-62-002 + Tc 
General and Miscellaneous Total B 

Audio Visual Program 70-$2-213 (o) DA 

Audio Visual General Support 70=92-906 10k TC 

Automotive Maintenance Equipment and Workshops 70-99-2119 (1) 112 Da 

Support of Joint Services Administration 70=99=223 (0) 280 Da 

Support of all Libyan American Joint Services 70=99-910 147 TC 

Technical Support Total 120 

Technical Support 70-99=000 126 tc 
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Fiscal Year 1957 Programs 


Title of Project and ICA Dollars Oblizated a tr 








ld of Activity, and Functior 























Value in Thousands of Dollars) 
ICA Dollars 
Pro ject bligated 
country and Fi Number 
¢ l ect % 67 
— Pe a saan to a 
Technic rt =99@ 67 TC 
r Tot ( = - 
‘ t r . t r gr r PQ 
t tur x ervices 4-1 1-00 LO T 
A t tute 18-001 
“Taranic Develouent ant De i t 6-2 2-006 I tec 
arket vey 6=-26—<00 TC 




















== ¢ . = 
Trair a 4 =), Daf Cs TC 
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€ ppert Total 
- >= — ~ 
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nica era n 
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itle of Project and 
deld of Ac 


r 1957 Prograns 
CA Dollars Obligated, by Country, 
ivity, and Function 





July 1, 1956—-June 30, 1957 


(Value in Thousands of Dollars) 








ICA Dollars 
Pro ject Obligated 
Ly Number By Function 








$ u 
49-60~011 (P) TI te 


ce 9-70-01) TI te 


49=99=000 


















ects) 
27 
t land -17-06 CS) 37 TC 
3 
- 
str) 1=21=-065 (P) 3 TC 
15 
+ c “TT an 
61-31-0046 (CS) o TC 
. . i w - the ederation 
f 2 iN and 61=31-0L4 (T) 4 TC 
Sout A jesia - ghway Planning and Cons ction 61=31-067 (P) 3 TC 
- Wester eri f Nigeria 61—66=066 
V ry - Graduate Tra n 
™ je ve nt 61-66<069 (P) 5 TC 





1-99=000 30 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 195/ 


(Value in Thousands of Dollars) 
CA Dollars 





Pro ject Obligated 
Country and Field of Activity Number by Function 
EUROPE contimued 
Germany (Berlin) continued 
General and Miscellaneous Total $9 
Radiation Safety Training in Atomic “nergy Installations 09-98-372 (P) 5 TE 


Technical Support Total 
























Technical Support 09-99-000 Se TE 
Iceland Total (22 Projects 5,09 
Defense Support 5,0 oO 
Technical Exchange 78 
Agriculturé and Natural Resources Total pS 
Milk Insvection Techniques Study 43-13-005 (P) 2 TE 
Consultant on Artificial Insemination (Danish Expert) - &3-13-041 (CS) 2 TE 
Improvement of Breed & Growth Rate of Cattle (Br.Consultant) 43-13-02 (CS) 1 TE 
h-H Club Organizer Study (U.S. and/or 3rd Country) 43-16-00 (P) 2 TE 
Canning Ind. Team for the Fish Ind. Third Country 43-18-030 (P) S TE 
Fish ®y-"roduct "tilization 43-18-0LL (CS) 2 TE 
Herring Processing Study--Third Country 43-18-0L5 (P) ie 
Industry an Tota 5,018 
og Dev.--Upper Sog Hydro-Electric Plant & Keflavik Air Base 
Tie 43-22-039 5,000 DS 
Utilization of Waste Lumber and Paper 42-23-05, (CS) 5 
Photogrammetry Application Study 43-25-08 (P) 6 TE 
Distribution & Marketing Consultant Training L43-26-036 (P) 2 TE 
Retail Milk Distribution Stu 43-26-06 (CS) 3 TE 
Production of Industrial Films 43-25-055 (CS) h TE 
Transport Total 61 
ccupa Training-Airport 43-37-031 





~— 
3d 
we 
Ww 

8 ot 
+9 
os 


Occupational Training--Airport 43=+37-032 


Jarage Management & Organization of Motor Maintenance 43-39-052 (CS) 


w 
4 
a 


rAr 
3 
rm 


Third Country 43-41-09 (P) 


ree 
3 
o 


43-61-07 (P) 





a 
43-71-051 (P) .. 
Country 43-76-053 (P) 1 TE 
43-79-056 (P) 2 TE 
4 
43-98-03 (P) L TE 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


(Value in Thcvsands of Dollars) 


ICA Dollars 
Pro ject Oblizated 
Country and Field of Activity Number by Function 
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Labor Total 
trengthening Free Trade Unions &5-41-303 


as 
j 


Public Administratior tal 
San, oe oP " t r . : 5.4 co 
niv. contract in Field of Public Admin.-Univ. of Bolog 17 
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ortugal Total (1 Project 9 
a, a 
echnical Exchange 5 











echnical Support Total 9 
aes - = a 
echnical suprort -99= 9 E 
Spain tal (9 Projects) 
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Soil Conservation Specialists 




















\ i) u DS 
? \ ’ - 
Soil I veme nt 12 os 
; oT r ; ot i « 
lrrigation and Underzround Water Development P) 5S obs 
Irrigation and Reclamation Specialists 3 DS 
trol 52-1] P) 6 Ds 
2-13-088 1 DS 
52-13-090 24 DS 
a Distribution 2-13-173 9 S 
ricultural Economics - 14-0689 l D 
Agric. é restry Economics, a r icy -1l-167 2 
tiliza rn Residue -15-113 
restry Dem ra s -17=109 
restation Mech. Specialists Took bb 
#Forare an nge Management Demonstr ns - 164 ODS 
~ Cune + y -19.0R- ( \ 4 
inin tal LOS 
we , ~“-n 
r I y borator ipment 5ewcl= 90 c 
ron Ore r roductivity Study 2=21-162 (P) é 
intenance of Electric Power stallations -22-171 ) 19 DS 
ity Control and Handling (P) 7 ODS 
1ality Control for Defense Production (P) 7 DS 
in n Militar roduction =2 3- j Ss 


a/ See page thirty-nine, 
b/ Project detail adds to 37,0 thousand. 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


vuly 


1, 1956 = June 30, 1957 


(Value in Thousands of Dollars) 











= ICA Dollars 
Project Obligated 
w > 
Number by Function 























"0 
~~ 


DS 
Public Works Cor ion 52=25-100 (P) 8 0S 
Marketing and Distribution 52=26-103 (P) 23 DS 
Marketing and Distribution 52-26-10 (CS) 4 DS 
Industrial Engineering Studies 52-27-106 (P) L5 DS 
*Executive Management d 52<27-172 36 DS 
#Textile Production Specialist 52=-27-175 (CS) 15 DS 
Management Techniques in Defense Production Industries 52-27=179 (P) 10 DS 
Shipyerd Management 52=-27-182 (P) 16 DS 
Hydraulic Engineering ‘ 52-29-00 (P) 18 DS 
Technical Aids 52-29-07 (C) 13 DS 
Industrial 52-29-16 (P) S2 DS 
Industrial 52-29-17 (P) cs 
Applied Indus 52-29-183 (P) 35 DS 
6,046 
les 52=31-032 (P) 12 DS 
52=32-165 (P) 7 BS 
52-33-05L, 7 DS 
52=33-117 (C) . 5,033 DS 
52-37-034 11, oS 
TE 1 = 
i ‘ Supervisors 2=37-Ol1 (P) 63 DS 
52-37-128 (Cc) 810 DS 
19 
19 
52-61-115 (P) 19 DS 
52-72-18), (P) 7 0S 
aa 
c 4 ‘ Fr nc 
52-83-13) (P) 20 DS 
ra af (p 7" . 
co _ T SL ns 
Jac” = A i35¢ 1 
4 11 
~~ 
17 
57-99-0000 Ty rr 
u lt TE 








1,492 
Total 583 

58-11-093 65 Ds 

Soil Improvement 5812-008 <1 Ds 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of 4ctivity, and Function 





July 1, 1956 - June 30, 1957 




















(Value in Thousands of Dollars) 
Project ICA Dollars 
Country and Field of Activity CSC Obligated 
es Nunber by Function 
EUROPE continued 
Yugos lavia continued 
Agriculture and Natural Resources continued 
Livestock Production 56-13-08 (P) $57 DS 
Fruit, Vine, and Vegetable Production 58-13-086 (P) 17 DS 
Veterinary Services 58-13-089 (P) 30 DS 
Plant Protection 58-11-091 (P) 23 DS 
Agriculture Policies and Agriculture Economics 58-14-09 (P) DS 
Crop Production 508-15-083 (P) 74 DS 
Food Processing 58-15-092 LO DS 
Home Economics 5 816-087 23 DS 
Forestry 58-17-090 (P) 38 DS 
Farm Mechanization 5 8=19-061 16 DS 
Special Areas 5 8-19-095 58 DS 
Industry and Mining Total 51, 
Industry=-Mining and ‘iincrals 58-21-096 138 DS 
Power 5 22-097 83 DS 
Post Traffic 58-22-100 (P) 6 DS 
Industry=-Manufacturing and Processing 58-23-0968 201 DS 
Industrial Management 58-27-099 86 DS 
Transportation Total 1 
Transportation 5 8-39=105 133 DS 
Health and Sanitation Total 2 
Public Health Training 53-5hL-10L (P) 23 DS 
Education Total — 36 
Education 5f-60-102 36 DS 
Public Administration Total 71 
ic Administration 5871-103 7 ws 
Housing Total 4 26 
Housing 58-83-101 (P) 26 DS 
General and Miscellaneous Total 6 
Atomic Cnergy in Agriculture 55=95=106 6 DS 
Technical Support tal 100 
Technical support FY 1957 TE Program 99-000 100 DS 
Regional Total (2 Projects) 271 
Technical Exchange 2il 
Industry and lining Total 4 
Backstopping by National Scienc sndation 98=25=010 (T 4 TE 
Technical Support Total 266 
Technical Support, USRO = 99=000 266 TE 
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Fiscal Year 1957 Programs8/ 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 
ICA Dollars 
Project bligated 
Country and Field of Activity Number by Function 





LATIN AMERICA 








Bolivia Total (33 Projects $3,341 

SS 
Technical Cooperation 3, U1 
Agriculture and Natural Resources Total 1 


rative Service Total 1,057 


00 c 
servicio Agricola Interamericano 11-10-900 215 


TC 
Research and Technical Services Ll=11-907 177 TC 
Agricultural Extension 11-11-908 207 TC 








Development Services 11-13-909 215 TC 


“Supervised Credit 11-14-910 (P) 20 TC 


3 


Direction anid Administration 11-19-906 163 TC 


27h 
11-21-085 199 TC 
7 


no 


Expert 11-27-136 (CS) 








SER one 

ive ad Service 11-30-900 2a 
Admin. (Bol ar operative Road Service) 11-31-906 46 TC 
Demonst rat f ad Ma ‘ etterment olivian- 





Am. Coop. 


@ 
A. 
3 
S 
> 
' 
w 
par 
' 
\ 
o 
a 
~ 
wa 
“4 


civil Aviation 11-37-075 65 TC 

weodetic Survey Training Pr t 11-39-092 (P) 1 TC 
Labor Total 75 

Labor Training Program 11-41-03 5 TC 


Health and Sanitation Total 99 





Cooperative Servic 
Inter-American 





lth Service 11-50-90 TSO TC 


Enviromental Sanitat 





n 11-52-910 8S TC 

Operation of Health Facilities 11-5 3-908 120 TC 
Health Education -Social Welfare Training 11=-54=-909 29 TC 
trat servic 11-59-906 38 «T 

h 11-59-911 a.. 50 

3iological Production 11-55-11 (C) 30 «TC 








ice 11-60-900 


Industrial Education Project 11-61-911 L5 TC 
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Fiscal Year 1957 Programs 


Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 





July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 
Dollars 
Pro ject Obli gated 
Country and Field of Activity Number by Function 








LATIN AMERICA continued 
Bolivia contimed 
Education continued 
ooperative Service continued 
Vocational Agriculture Education Project 11-62-91, $u9 TC 


Rural Education Project 11-64-909 124 TC 


Administration 11-69-906 






ce Organization 
sovernment-Wide Organization & Management Assistance 


Fiscal Mission 





vommunity Development and Social Welfare Total ¢ 
we Oe . = -~ > = 
ommunity Development Of c 

















11-89-002 TC 
yeneral and Miscellaneous Total 
DS ee = n 
Aud10-Visual enter -Yc=15 I 
Santa Cruz Project Coordination 11-99-001 16 TC 
Technical 160 
“Sa aeet ant Sal 1é T 
Brazil Total (38 Projects 4,597 
Technical Cooperation 4959 
Agriculture and Natural Resources Total 1, O&¢ 
ooperative Service TX tal ‘ es 1,056 
fecn. Uifice of Agric. Escritorio Tecn de Agricultura(ETA 12=19=900 . - 
Agricultural Extension 12-11-907 298 T 
Agricultural Education and Research 1211-908 ui9 TC 


























Soil and lioisture Conservation 108 TC 
t — . _ Sng & Marketing of VWh7 T 
roduction, Processing & Marketing of ly 
Administration (Agriculture) -19=906 ; T 
Industry and Mining Total 
U.S. Geological Survey Mineral Resources Investigations 
(Non-Ferrous Project 12=21-004 uu TC 
U.S. Geological Survey Mineral Resources Investigations 
(Ferrous Project) 12=21=-009 209 T 
Mineral Resources Dev. (U.S. Bureau of Mines l2=21-01 mo 
Rn 
f Shop & Maintenance 
12=33-026 98 OT 
Air Navization Aids and Air T trol -37-029 15é T 
Aero-Photogrammetry Training 1S (P) 28 TC 
ineering (Transp.,Com., Water nservation, Power 12-39-0031 (f 1 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obiigated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


(Value in Thousands of Dcllars) 
TCA Dollars 


Pro ject Obligated 
by Function 





Country and Field of Activity Number 








Labor Total $234 
Labor Leader Training Project 12-)1-028 23 





Cooverative Service Tota 


) 
~ 

@ 

E 





12-59-900 z 


© 
ww 
3 
Qo 


Sanitary (Environmental) Engineering 12-52-908 151 TC 
Promotion of Federal, State & Local Health Services 12=53=907 156 TC 


Training of Health Personnel & Health Educ. of the 





12=54=909 172 TC 


Admin. of Public Health & Sanitation Program 12-59-906 59 TC 


Ogranr ic 








Cooverati Servic 313 
Brazil Am. Commission on Ind. Educ. 12-61-90 152 TC 


Industrial Education 12-61-907 103 T 


tm 


Adm. Services: Brazilian Am. mm. on Ind. Educ. 12-69-906 58 TC 


Cooperati > 
Brazilian-Am. As to Elementary Education 12-64-900 Te Tc 
Elementary Educatior 12-6),-937 1% T 





Improvement of Textilk 


ou 


ication 12-61-008 8, TC 


Secondary Education 12-65-032 66 TC 


Naval Architecture 


12-66-0005 (CS) BO TC 














lice Administration 12-71-039 (T) 3 TC 
of Govt. Adm. Practices 12-72-0116 351 TC 
Dev. of institutes r Admin. 12-77=003 ( ) 104 TC 
Community Development and Social Welfare Total yl 
ener ee dreaigae ceed eerste as een eager 
Community Services 12-81-0012 i. 1 
Community Development (Western Parana Area) 12-81-033 76 TC 


12-83-011 7 





Peaceful 
and £n, 
Atomic 








ao 
a 
n 


Tourism 12-99-034 5 Tc 


Techni 
iechnni 





& 


12-99-000 


a 


TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Oblizated, by Country, 
Field of Activity, and Function 





July 1, 1956--June 30, 1957 


(Valve in Thousands of Dollars) 


2G, oiiars 
Project Oblicated 


Country and Field of Activity Number by Function 
LATIN AMERICA continued 
Chile Total (32 Projects) $3, 305 
a Technical Cooperation 2,455 
Defense Support 850 
Agriculture and Natural Resources Total 807 
Cooperative Service Total 732 
Co-op. service for Agric. Production (Direccion Nacional ms 
de Agricultura) 13-10-900 25, TC 
Extension Area Dev. (Direccion 'iacional de Agricultura) 13-11-912 73 TC 
Agricultural Education (Direccion Nacional de Agricultura) 13-11-913 3 TC 
Research & Economics (Direccion Nacional de Agricultura) 13-11-91, 75 TC 
Soil Conservation (Direccion Nacional de Agricultura) 13-12-909 51 TC 
Livestock (Direccion Nacional de Agricultura) 13-+13-907 35 TC 
Biological Control (Direccion ‘!lacional de Agricultura) 13-13-908 10 TC 
Forage Seed Production (Direcc‘on Nacional de Agricultura) 13-13-910 17 TC 
Agricultural Surervised Credit 13-14-9128 (CS) 50 T 
Agricu'tural Econ. (Direccion Nacional de Agricultura) 13-14-911 38 TC 
Administration (Direccion Nacional de Agricultura) 13-19-906 95 TC 
Coope rat ive Service Total Lo 
jater Utilization for Rgric. Production in Area Dev. Plan 
(Chilean Dev. Corp.) 13-12-901 10 TC 
Water Utilization in Area Dev. Plan (Public Works) 13=12-930 x «6©TC 
Cooperative Service Total 35 
etonctatice, Soil & Water Conservation in Area Dev. Program 
(Lands and Colonization) 13-17-903 13 TC 
Reforestation, Soil & Water Conservation in Area Dev. Program 
(Lands and Colonization) 13=+17-917 22 TC 
Industry and Mining Total 1,618 
Technological Dev. Univ. Rectors Council 13-29-016 1,29 
B50 ps 
399 TC 


Cooperative Service Total 239 
Cooperative Service for Ind. Production 13=+29-900 “36 TC 


Co-op. Service for Ind. Production (Ind.Admin. & Tech. 


Support ) 13=29=906 163 TC 
Co-op. Service for Ind. Production (Advanced Ind. Engineering 
Dev. Program) 13-29-907 (CS) LS TC 
Co-op. Service for Ind. Production (Advanced Personnel Admin. 
Program ) 13=29-908 (C) : fC 
Geology 13+21-003 130 TC 
Transportation Total 25 
<Eore tranapertaticn & Civil Aviation Developments 13-37-005 Ti§ tc 
Farm To Market Roads 13-39-0111 126 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, ami Function 
July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 





eee 


Dollars 
Project Obligated 
Country and Field of Activity Number by Function 
LATIN AMERICA contirmed 
Chile contimed 
Labor Total $1lLh 
“Tabor 13-41-015 (P) TL te 
Health ami Sanitation Total 218 
Cooperative Service Total 218 
Programas Cooperativos de Salud 13-50-900 “BO TC 
Health Education--Programas Cooperativos de Salud 13-+54-907 16 TC 
Rural Health, Sanitation & Community Dev.--Programas 
Cooperativos de Salud 13-54-910 27 TC 
Admin. ,Advisory Services « Training--Programas Cooperativos 
de Salud 13=59-906 95 TC 
Public Administration Total 51 
Public Administration 13=72-002 SI Tc 
Housing Total 57 
Housing 13=83-906 SY 6% 
General and Miscellaneous Total 57 
“Information Services 1392-007 57 TC 
Technical Support Total 108 
Technical Support 13-99-000 Tos tc 
Colombia Total (28 Projects 1,155 


Technical Cooperation 


E 


Agriculture and 








Natural Resources Total 57k 
Cooperative Service Total L95 
ee r > , *, er 
Servicio Tecnico Agricola Colombiano Americano L4y-10-900 250 «TC 
Preliminary Studies, Econ. Planning & Tech. Consultation lu-11-907 39 TC 
Agric. Extension in Dept. of Boyaca 1i-11-908 79 ‘TC 
Cacao Development Campaign 1y-13-913 16 TC 
Natl. Forest Resource Development Uy-17-91k 26 TC 
Administration = Agricultural Servicio 1l-19-906 52 TC 
Machinery Pools, Contractual Operation and Training 14-19-915 a Ts 
Land Resource Dev. & Agric. Extension in Dept. of Valle, 
fauca ard Caldas ly-11-015 (T) 63 TC 
Rubber Development Lu=-13-002 16 TC 
Industry and Minine Total 26 
ed . : aya _ 
Coal Hesources Dev. in Dept. auca 4 Cauca Valley 14-21-001 7 2c 
Power Resources Development 1y-22-006 13 TC 
Transportation Total 59 
Highway Constr. & Maintenance Project Valle,Cauca & Caldas 
& Training of Highway Engineers 1u=31-019 2, TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 





July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 


ICA Dollars 


Pro ject Oblizated 
Country and Field of Activity Number by Function 








LATIN AMERICA contirmed 
Colombia contimued 


Transportation contimed 
Co-op. Froject for Tech. Assistance to Civil Aeronautics 


in Colombia 14-37-0005 


Labor Total 
Observation Program in Organization of Labor Unions ly-4-009 (P) ZI tc 


Health and Sanitation Total 

















302 
Cooperative Service Total 27 
Health ¢ Sa ation Div. Servicio Co-op. Interamericano de 
Salud Publica 14-50-900 eS TC 
W-52-915 90 TC 
n Valle 1y=-54=909 lu, T 
lu=5u-912 12 T 
Lu-5l-91y 5 TC 
1y-59-906 7 TC 
14 -59-916 24 T 
niv. Contract for Medical Education Mission 4=5U-010 l T 
Education Total 

Meorranization of Curriculum,Dert. of Chemistry,Natl. Univ. l-69=013 i 


Jocational Educ. Valle del 





ica, Cauca, 




















Public Administration Total L2 
Pro ject for Tecn. Assistance & Trainir in Fublic Admin. lu=72-015 (F ue 
Housinz Total 23 
Jo-op. Program in Rural & Urban Housine in lombia between 
ICA and ombian Inst. of Terr. Credit Lu-t 3-004 ) 23. «Tt 
jeneral and Miscellaneous é 
“Ten. & Mi ae a Ba a 1 s f Ate cer ro: 1) 73> Tc 
ven. & Misc.!rainin ea ses of Atom nergy 1 é 
Technical Support Total 17 
ea " TS ~ 
osta ica tal 9 Projects 
Defense Support YUU 
Technical Cooreration 993 
357 
357 
on -10«9 LO C 


Extension & Research Support to Ministry of Agric. 15 907 58 TC 
to-op. Research Develonment >=1)] 


lediterranean rruit rly in 


3 
a 
r 

5 

' 
~ 
‘ 

Oo ™ 
N+ 
f 

4 








Rural Engineering Project 15=-12-909 S 
Soil § Project -12-92 oe 





’ 15-19-906 65 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Court~;, 
Field of Activity, ami Function 


July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 


jollars 
Project Obligated 
Country ani Field of Activity Number by Function 





LATIN AMERICA continued 
Costa Rica continued 


Industry and Mining Total $77 
Industrial Development Project 15-23-005 7F TC 











Transportation Total 60 
Wighway Improvement Project (Training Personnel) 15-31-015 (P) I te 
Improvement of Safety & Efficiency of Air Transport Project 15-37-001 43 TC 
Co-op. Activities with Inter-Am. Geodetic Survey (Mapping) 

Program 15=39-013 (P) 3 TC 

Labor Total 17 

or Leader Training Project 15-1-008 (P) i: we 
Natl. Labor Leader Preparation Seminar 15-1-017 1. TC 
Ministry of Labor Officials Training Project 15-41-023 (P) 12 TC 
Health and Sanitation Total 2,201 
Cooperative Service Total 2,201 

nter- Public Health Cooperative Servicio 15-50-900 5 Tc 
Diarrheal Disease Control Project 15-51-9186 4 TC 
Hospital Improvement and Development Project 15=-53-913 75 TC 
Environmental Sanitation Personnel Training Project 15=5l-914 18 TC 
Health Center Personn=1 In-Service Training Project 15-54-917 14 TC 
Reconstruction of & Cquipment for Children's Hospital Unit 

of San Juan de Dios Jeneral Hospital--San Jose 15-55-919 2,000 DS 
General Administrative Support Project 15-59=906 LO TC 

Education Total 109 
Vocational sducation Project 15-61-00 BS TC 
School of Education Development Project 15-64-027 (P) 20 TC 

Public Administration Total / 83 

“Municipal covernment Administration 15-71-00 (T) "3 3c 
Govt.-Wide Organization & Management (Budget & Fiscal, 

Organization & Methods, General 15=72=002 77 ‘TC 

Housing Total 61 
Housing am Planninz Froject 15-83-006 Si TC 

General amd Miscellaneous Total 26 
yeneral Support rroject 15=99-025 26 TC 

Cuba Total (10 Froject: 568 
Technical Cooperation 568 

Arriculture and Natural Resource 136 

Agricultural investication 16-11-001 i136 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956-=Fune 30, 1957 


(Value in Thousands of Dollars) 
TCh Doliars 








Project Oblizated 
Country and Field of Activity Number by Function 
LATIN AMERICA continued 
Cuba con 
Indust and Mining Total 237 
Wineral Analysis and Development 16-21-002 Tc 
Basic Geological Research 16-21-003 19 TC 
Transportation Total 117 
il ation Project 16-37-023 TI7 tc 
Labor Total 32 
Or Relations Training 16-1-007 (P) 32 Tc 
Education Total 180 
Aircraft Technical School 16-61-015 (CS) TOO TC 
Vocational Education Survey 16-61-022 2, TC 
University Central (Santa Clara) 16-66-016 56 TC 


Public Administration Total L6 
Census and Statistical Services 16-78-009 L6 TC 


Technical Support Total 18 
Program Training Services am Atoms for Peace Training 16=99-000 Te 








TC 
Dominican Republic Total (7 Projects) 155 
Technical Cooperation 155 
Transportation Total 7 
Inter-Am. ceodetic Survey Training 17=39-009 (P) ¥ TC 
Health and Sanitation ‘otal 1 
General Public Health Planning 17=-S-010 (T) T TC 
Education Total 147 
Cooperative Service Total 147 
Servicio Cooperativo inter-Americano de Educacion 17-60-901 17 TC 
Vocational Education 17-61-907 (T mw Tf 
Industrial Arts 17-61-908 13 TC 
Dev. of Community School Concept in Rural Education 17-64,-909 LO TC 
Administrative and Auxiliary Expenses 17-69-906 63 TC 
Ecuador Total (3 Projects) 3,809 
Defense Support 2,000 
Technical Coope-ation 1,809 
Agriculture ani Natural Resources Total 790 
Cooperative Service Total 790 
Inter-Am. Co-op. Service for Agriculture 18-10-900 231 tC 
Agricultural Extension 18-11-907 136 TC 
Agricultural Research 18-11-908 75 TC 
Vocational Agriculture 16-11-915 25 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 
ollars 


Project Obligated 
Country and Field of Activity Number “by Function 





LATIN AMERICA contimed 
Ecuador continued 


Agriculture and Natural Resources contimed 
Cooperative Service continued 
ireestock 18-13-909 $48 TC 


Administration Agriculture Division 18-19-906 77 TC 
Machinery Operation 18-19-910 67 TC 
Plan Asuay - Cafiar 18-19-920 125 TC 
Industry and Mining Total 3 
Cooperative Service Total 106 
Inter-Am. Coop. Service for Industry and Manual Arts 1820-900 “LO TC 
Admin. Inter-Am. Coop. Service for Ind. & Manual Arts 18-29-906 (T) 17 TC 
Manual Arts 18=29-907 12 TC 
Industry Development 18-29-908 7 ‘TC 
Advisory Service for Nat'l Planning Board 18-29-009 7 TC 


Transportation Total 66 
fatteoad Consultation 16-33-002 ret 
Civil Aviation Assistance 16-37-003 29 TC 


Com. & Transp. Advisory Services, Natl. Planning Board-Engineer 









18-39-007 29 TC 
Inter-American Geodetic Survey 18-39-010 (P) 2 
Labor Total 2u 
_———————— " , - 
Labor and Trade Union Leadership 18-41-0001 (P) 2h TC 
Health and Sanitation Total 386 
Cooperative Service Total 37 
Coop. Service in Public Health Program 18 -50-900 200 TC 
Environmental Sanitation 18-52-912 48 TC 
Health Facilities é Control Camnaigns, Advisory Services 18-53-909 38 TC 
Health and Nursinz Zducation 1€-54.-906 31 TC 
Administration of Health Program 18-59-911 s& Tc 
Technical Assistance to "Universidad Central Quito" 18-S,-018 i «Te 
Education Total 260 
Cooperative Service Total 260 
Cooperative Education Service 18-64,-900 72 TC 
Rural Education Teacher Training 18-64, -906 92 TC 
Urban Education Teacher Training 18-64,-907 Lk TC 
Education Division Administration 18-64-908 52 TC 
Public Administration Total 86 
Public Admin. Civil Folice Admin. 18-71-021 (T) 2. 4C 
Public Administration Advisory Services 18-79-001 84 TC 


Housing Total 1 
Kided Self-Help Housing 18-€4-020 (T) “L TC 
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Fiscal Year 1957 rrorrans 
Title of Project and ICA Dollars Oblivated, by Country 
Field of Activity, and Function 


1, 1956--June 30, 1957 


(Yalue in Thousands of Dollars) 





ICA Dollars 
Project Obligated 
Country and Field of Activity Number by function 





ATIN AMERICA contimned 
Ecuador contimued 





Jeneral and Miscellaneous Total 














eaceful ° ck y 18-9F -019 T 
Area Dev. & Colonization in Santo Domino de los lorados Area. i 7 
18-99-021 (OC) 2,000 DS 
Technical Support Total 70 
; = . =" lal 
Technical Supnort 18=99=-000 (OQ TC 
El Salvador Total (23 Projects) 1,068 
EEE aa = 
Technical Cooperation T, 068 
Agriculture and Natural Resources Total 2 
Cooperative Service Total 20€ 
Salvadorean=-Am. Coop. Program for Agric. Dev. 19=19=900 fe C 
Land & Water Resources Dev. (Agriculture Servicii 19=12-908 34 TC 
Crop & Livestock Dev. (Agriculture Servicio) 19=13+907 66 TC 
Servicio Coop. Agric. Am=Salvador Admin. 19=19=906 34 TC 
Agricultural Extension 19=11-001 29 TC 
Vocational Agricultural Education 19=11-025 (T) 32. TC 
Technical Assistance in Coffee Research 19=13-027 13 TC 
Agricultural Economics 19=1)-02); lu; TC 
Fisheries 19<18-002 (T) 8 TC 
Industry and Mining Total 11° 
Cooperative Service Total 115 
Inter-Am. Industrial Froductivity Center 19=29=900 50 TC 
Admin.-Inter-Am. Industrial Productivity Center 19=29=906 17 TC 
Productivity--Inter-Am. Ind. Productivity Center 19=29-907 8 T 


Transportation Total , 
Cartography 19=39-028 (P) - *% 











Labor Total 92 
Technical Labor Services Project 19=-49=-003 92 TC 
Health and Sanitation Total 20k 
° — 
Cooperative Service Total 204 
servicio Coop. Inter-Am. de Salud Publica (Health and 19=59=900 4O TC 
Sanitation) 
Servicio Coop. Inter-Am. de ud Yublica (Medical Educ. 19-54.-908 32 TC 
Servicio Coop. Inter-Am. de Salud Publica (Admin.) 19-59=906 26 TC 
Servicio Coop. Inter-Am. de Salud Publica (Public Health 
Services) 19-59-907 10€ 


Education Total 


‘ 
l 
Educ. Advisory and Training Services 19-69-004 1é TC 


3 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars 














ollars 
Project Obligated 
Country and Field of Activity Number by Function 
LATIN AMERICA continued 
El Salvador continued 
Public Administration Total $128 
Fublic Administration Advisory Services 19-71-005 “SB TC 
Economic Advisor 19-79-019 70 TC 
Community Development ami Social Welfare Total 3 
“Geet ty wait opment. 19-81-029 (T) ene 
Technical Support Total = 
rogram Operations Support 19-99-000 Tc 
Guatemala Total (32 Projects) 15,661b/ 
ense Support TS, 26 
Technical Cooperation 2,2380/ 
Development Assistance 143 
Agriculture and Natural Resources Total 4,853 
Cooperative Service Total as 
Inter-Am. Coop. Agric. Services 20=10-900 Tc 
Agric. Extension & Education 20-11-907 181 TC 
Agric. Research and Development 2011-908 179 TC 
Admin. (Agric. Coop. Serv.,Servicio Coop. Inter-Am. de Agric.) 20-19-906 s8 TC 
Clearing, Land Prep. & Jeep Trails Rural Dev. Program 20-12-072 1,008 Ds 
Irrigation Works Rural Development Program 20-12=074, 600 DS 
Rural Development 20-14-005 (CS) 390 TC 
Supervised Agric. Credit (Rural Dev. Program) 2014-073 1,000 DS 
Agric. Dev. (thru Provision of Agric. Equipment & Supplies) 20-19-08), 1,000 DS 
Industry and Mining Total ” 
Industry and Wintne 2029-010 TC 
Transportation Total 8,5 
*Atiantic Highway 20-31-057 (OC) 
‘ DS 
143 DA 
*Pacific Slope Highway Zast & West Sections 2031-070 (OC) 1,700 DS 
Project Access Roads (Rural Dev. Program) 20=31-083 700 DS 
Transportation - Maintenance & Operation Training 20=39=053 (P) 10 TC 
Health and Sanitation Total ye 
169 
20-50-900 TOS Tc 
Administrative Service 20-50=906 4O TC 
Construction & Equipment Hospital Roosevelt 20-55-908 17 TC 
Environmental Sanitation 20-52-909 12 TC 
Environmental Sanitation 20-52-085 500 DS 
Health Facilities 20-53-067 123 TC 


See page forty-four. 
b/ Project details addto $15,643 thousand. 
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Fiscal Year 1957 Programs. 
Title of ae and ICA Dollars Obligated, by Country 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 
TCK voli.ars 


Project Obli gated 
Country and Field of Activity Number by Function 





LATIN AMERICA contimed 
Guatemala continued 






















Education Total $302 
Cooperative Service Total 302 
1» Coop. Education Service 20-60=900 156 TC 
Administrative Service 20=69=906 42 TC 
Rural Education 20-69=909 72 TC 
Urban Education 20-69-910 3% TC 
ublic Administration Total uO 
“Ivil Folice Administration 20-71-077 72 
280 DS 
uS TC 
Economic Development Mission 20-72-007 (CS) 100 TC 
Public Administration Training 20=79=056 15 TC 
Housing Total ul 
Housing Frogram 20-6 3-047 LI tec 
jeneral and Miscellaneous Total 592 
Administrative Facilities “ural Development Program 20-99-075 ule DS 
#School Facilities Rural Development Program 20-99-0795 68 DS 
*Basic Health Facilities & Services Rural Dev. Program 20-99-0862 82 DS 
20=99-000 TC 
Haiti Total (1, Projects 2 1168/ 
Technical Cooperation 1,1 
and Natural Resources ] 458 
Assistance to en of Public Works 21-12-009 e TC 
Tech. Advisory to Societe Haitiano-Americaine de 
21-17 } 19 TC 
esr prvi < 
Assistance in Agric re 21-19-012 79 TC 
lth am on 290 
rative Service Total 290 









2 in Health and Sanitation 
Tech. Aid in Health & Sanitation Public Health Program 21 
Tech. Aid in Health & Sanitation--Construction of Demonstratio 





b 
£ 
~ 
3 
oO0 











Water Si ies--Country-wide 21- 1, TC 
Tech. Aid in Health & Sanitation Ad ive 21 49 TC 
Local Training Programs and Faci 21 12 TC 
Education Total 26 
Cooperative Service Total 232 
————————————— ee, + * . TF 7 
vooperative Service in Rural Education 21-69-3900 100 TC 
Technical Aiac in Rural Education 21-69-906 Lae 
Arts and Crafts School 21-61-006 lu, TC 


a/ Total includes ‘1 million in Defense Support funds for local costs not distrib 
by projects. 


uted 
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Fiscal Year 1957 Programa 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 
rs 





Project Obligated 
Country and Field of Activity Number by Function 
LATIN AMERICA contimed 
Haiti contimued 
Public Administration Total $2k 
Technical Assistance to Ministries of Finance & Natl. Econ. 21-75-00h (P) 2 Tc 
Generel and Miscellaneous Total 1a7e/ 
o- rvices 21-92-002 47 TC 


Technical Support Total Sl 
Technical oat (Economic Development ) 21-99-000 TC 











Honduras Total (26 Projects) 4, 32h 
Defense Support 3, 000 
Technical Cooperation 1,324 
Agriculture and Natural Resources Total 425 
Cooperative Service Total 25 
Srvicic Tecnico Interamericano de Cooperacion Agricola 
(Agric. Coop. Service) 22-10-900 200 TC 
Agricultural Extension 22-11-909 62 TC 
Land ard Water Resources 22-12-910 6, TC 
Crops and Livestock 22-13-911 59 TC 
Admin. Agric. Coop. Service 22-19-9006 LO TC 
75 
22-21-008 75 ‘TC 
Transportation Total 106 
onsultation in hichway Develorment 22=31-002 32 «TC 
Consultation in Civil Aviation 22=37=003 7 TC 
Labor Total 16 
~Yabor Leadership 22-41-006 (P) i» TC 
Health and Sanitation Total 1,474 
Cooperative Service Total 224 
rvicio Coop. interamericano de Salud Publica 
(Inter-Am. Coop. rublic Healtn Service 22-50-900 100 TC 
Environmental Sanitation 22-52-907 (P) 5 TC 
Health Facilities 22-53-908 (P) 22 TC 
Health Training & Educ. (Healt oop. Service) 22-54-909 61 TC 
Admin. Health Coop. Service -59-906 % TC 
Health @ Sanitation Froject for Svecific Problems in 
Republic of Honduras 22-52-012 1,250 DS 
Education Total %8 
Cooverative Service Total 368 
rvicio Coop. Iinteramericano de Educacion (Inter-Am. 
Coop. Educ. Service) 22-60-900 150 TC 


a/ Includes $1 million in Defense Support funds for local costs not 
distributed by projects. 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 


LCA Dollars 
Project Obligated 


Country and Field of Activity Number by Function 





RICA continued 
Honduras contimed 


Education continued 
=—>——— 


Cooperative Service continued 
Vocational Agricultural sducation 22-62-909 $19 ° TC 


Education in Crafts & Trades (Educ. Coop. Service) 22-62-910 


90 T 


tural Elementary Teacher Training 22-64-907 19 TC 
Rural Normal School Development 22-64-908 u9 «TC 


Admin. of Educ. Coop. Service 22-69~906 Ll TC 


Administration Total 


ic Admini 





trat nm iraining 


onsultation ariff and stoms 22-75=005 1 TC 


Census and Statistics 








~ 
3 
oO 


Total 


to Dev. & Resettlement in Juayape 





2-99=011 1,750 DS 








al Resources Total 5 
Yeterinary “edicine 23-13-026 | 5 













In 360 
266 

ne 5 ——PF = 

Froductivity Center 28-90 eo OT 

Industrial Yroductiwity: rainir eams 3-25-91, (FP) 57 T 

Industrial Productivity: Training Courses in Mexico 

U.S. Consultants 23-2 <917 tT TC 

Industrial Productivity: Amin. 23-29-916 ” 3 

Industrial Productivity: Demonstration Plant 4 Inaustry- 

Wide Productivity Projects 23-29-919 5 3 «TC 
Minerals Technology Coop. (Bureau of Mines 23-21-013 38 iT 
Industry & Mining (U.S. Geological Survey 3-21-01, ” Ff 
Industrial Research Program with Inst. icano de In- 
vestigaciones Technolo.icos (jncl. Armour contract 2323-116 2 T 

Transportation Total 147 
Sepa oene —_ 
sooperative Service Total 1u2 

Training Facilities for Onerators and .echanics 3= 31-906 100 T 

Training Facilities for Operators ani Mechanice:"El Oliver 31-906 

EJ? 24° uc 
Transportation Training Support 23-37-131 5 
123 
~ 5 22 Ts ne 
n ira 1 eam “uUyrily ic) 
@, Project detail adds to $975 thousand 
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Fiscal Year 1957 Programs 


TCA 


























itle of Froject and ICA Dollars Obligated, by Country, 
- Field of Activity, and Function 
July 1, 1956--June 30, 1957 
‘ in Thousands of Dollars) 
ns eee ae re eee ee 
.CA Dollars 
Project Obligated 
Country Field of Activit Number by Function 
$223 
tive Service Total 223 
Loon. ryram with Ministry f ic Health 1 T 
Healt Sanit alaria Era k jation ly 
Healt Dan 3 Environmental Sanita n 26 T 
Health & Senitati Reha i r 27 TC 
ior L 0 T 
n € ( 10 





ion gZ tauce 
on: Admin. 
. bnding- Vig 
1 A i0-Visua 
ion: ot in Adam uF rt 
art 
tal 
- rainin . rt 


Technical Suprort Total 
So F ere 
Technical Suprort (all er trainin 











nto 
” + al 
€ icaragua 
Azricultural arch ar xtension 
Agricultural at al § atior 
Agricultural Economics 
Agriculture--Admin. T . Ser . 
Industry and Mining Total 
—- + - s 
industry and Mining water Resources vest ation 


Transportation tal 
ransportation <= Highway 
Aviation 


Civil 


Health 


7 ENnviror 





Admin. -- Environmental Sanitation 
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f 
23-99=000 ) SE OTT 
23+99=130) 








al el . —~ 
24-25-0002 16 
47 

a ae Ts 9 
2k=31-012 ( Ly 
24=-52-907 (T 4 


RQ 


4 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Oblizated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 


(Valve in Thousands of Dollars) 





ICA Dollars 
Project Oblizated 


Country and Field of Activity Number by Function 








LATIN AMERICA contimed 
Nicaragua continued 


Education continued 


<= 7 
Cooperative Service contimed 
Eocationc-Fural él 








24-464-908 $195 TC 

Admin.--Public Education Coop. S ce 24. -69-906 2 TC 
Housing Total 19 

City Planning and Housing 4-8 3-003 19 TC 


Panama Total (26 Projects 


I 
Defense prort 


Technical Cooperation 





riculture and Natural 


A 
A 


Total 





mesources 





rn 





ooperative Service Total au, 
Inter-Am. Servicio for Agric. Coop. in Panama 25=10-91x Le rc 
Tech. Inf. & Training (Inter-Am. Serv. for Agric. Coop. 

in Fanama) 25=11-909 19 TC 


Land Use Studies(Inter-Am. Serv. for A 
Panama 2512-9) 31 TC 




















rop & Livestock Dev. (1 oop. Serv. for Agric. 
Coop. in Panama) 25=13-907 > TC 
Azric. Surveys & Studies (Inter-Am. Serv. for Agric. Coop. . 
in Panama) 25-1L-908 (P) > 3G 
Serv. Admin. & Tech. Suvrort (Inter-Am. Serv. f Agric. 
oop. in Fanama) 25-19-9006 42 TC 
, . Tome 
2571001 6 ® 
Admin Econ. Dev. Serv. 25-19-9112 C 3 TC 
Promotion of Cooperatives 25-19-917 l T 
Industry and Mining Total 37 
’ SS . rea - 
Water Hesources Vevelopment -22-F1C 1 
Ind. Program (Econ. Dev. Serv.) Ind. Dev. Center 25-29-91 20 TC 
Transportation [otal 23 
—— ~ ~ + — ee 
Aviation Consultant 25-37-0356 < ( 
Sins +s ened > 108 
eal and 2,1 
Cooperative Service Total 2,19 
ee gp neegeseaggenseane eaeeaeecnonaeinainas 7 Sa 
inter-Am. Pp. serv. ior Public Health 25=-50-902 
en. Engineering Serv. for Services (Environmental 
Sanitation) 5=-52-907 24 TC 
Extension of Water and Sewers 5-52-9119 (C) 2> DS 
Hospital Admin. 25-53-912 2, TC 
lealth Education ani Nutrition d 8 5 Tc 
Nursine cducation 25-54 -909 kl TC 
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Fiscal Year 1957 Programs 
Title of Préject and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 


July 1, 1956--June 30, 1957 





usands of Dollars) 








Meld 
rieia 


anc 





Vocational and industrial Arts 
Elementary (Rural ation 
Servicio Administra r catior 





Community Develop 
Community Develor 


Technical Support Total 


Support 











Ext 5 n ro ject 
rop e ] 

L tock Develormment 

Agric tural Economics 
Forestrm 
Administration--Agric 

















of Activit 


Project 
y Number 





25-99-000 





26-14-910 


26-17-911 


26-39-017 


id Publica 6-50-900 
ration to Health Services 26-53-907 


General Administration 26-59-906 
Training of Public Health Personnel 26-59=916 
Education Total 
" 
Cooperative 
interamericar on 2660-9 


Vocational Ed 


Elementary Teacher Education 





26-61-908 


26=61-907 


60 





TCA Dollars 
Obligated 
by Function 





ak de RS 
4 4 - 
2 2 Cc 


4 
44 
° 





33 TC 

3 TC 
15 TC 
39 TC 


e 
~3 
oO 


~ 
~J 
o 
3 

5 


™m 
~ 
Oo 





276 


SI 
~) 

oOo 7 

aa 

5 5 


oO 


TC 


TC 


c 


_ 
~~ 
yr 
c 


$ 


wm 
‘oO 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 





LA VDOliars 


Project Obligated 
Country and Field of Activity Number by Function 


LATIN AMERICA continued 
Paraguay continued 
Education contimed 


Cooperative Service continued 
Saisie: Kamin. (Education Jivision 26-6 


97-906 $u9 TC 
8 








Public Administration Total ly 
ee ‘ bs 
sovernment Management and Organization 26-72-002 ILS tec 
Jeneral and Miscellaneous Total " 1,082 
Trade and Investment . 26=91-005 29 «#«TC 
Mass Communications 26-92-0009 53 TC 
Development of Mennonite Colonies 26-99-039 (C) 1,000 DS 
Technical Su rt Total 206 
Technical aon 26-99~000 206 «TC 
Peru Total (kl Projects) 4,692 
Technical Cooperation 2,090 
Defense Support 2,000 
Agriculture and Natural "esources Total 1,072 
Cooperative Service Total 1,072 
Peru/U.5. Coop. Food Production Service 27-199 310 TC 
Agric. Extension Serv. & Special (Complementary)Crop Dev. 27-11-91( 130 TC 
Agric. Research Program and fubber Development 27-11-913 176 TC 
Rural Dev. Serv. Irrigation, Engineering & Land Dev. 27-12-956 2 tt 
Agric. Economics and Marketing 27-14-907 26 TC 
Rural Dev. Service Economic Planninz 7=1h=-957 









Renewable Resources Dev. (Fisheries & Forestry 27-10-91L 56 TC 
Admin., General Accounting and Special Services -19-906 176 TC 
Reimbursable Facilities, Livestock Dev. & Surervised 

Farm Credit 27-19=909 61 
Agric. Machinery and Engineering Services 2719-911 55 TC 
Mantaro Valley Special Area Development 27-19-912 59 TC 


~ 
oD 
nm 


Industry and Mining Total 
Adviso Mi 











ry Services Mineral Resources Geology 76 TC 
Advisory Services in Mining & Metallurgy u2 TC 
Textile Engineering Contract with Univ. of N.C. 27-25-008 (CS) 64 TC 
Transportation Tota’ by 
Civil Aviation Advisory Services and 27-37-0110 " 
Ports, Inland Waterways é Transp. Advisory Serv. 27-39-001 27 TC 
Labor Total cl 
Cooperative Service Total 71 
Loop. Employmen ervice of Peru “46-900 TC 
Labor Technical Services Project 27 =L6=-906 TC 
Labor Training 2749-026 | 10 TC 


61 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 





July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 
. Ter Dollars 









Project Obligated 
Country and Field of Activity Number by Function 
LATIN AMERICA continued 
Peru continued 
Health and Sanitation Total $547 
Cooperative Service Total 539 
elth, Welfare and Housing 27-50=900 200 TC 
Nutrition, Health Educ. & Sanitary Engineering 27-51-9111 71 TC 
Medical Posts, Health Units & Hospitals 27-53-907 52 TC 
Natl. Institute of Public Health 27-53-914 20 TC 
Special Advisory Services 27-53-916 101 TC 
General Administration 27-59=906 72 TC 
Industrial Hygiene 27-59-910 14, TC 
San Marcos School of Pharmacy 27-59-0001 (C) 17 TC 
Education Total 352 
Cooperative Service Total 340 
No. Am. Peruvian Coop. Serv. in Education 27-60-900 Zs 
General Administrative Services 27-69-906 Ss? tC 
Teacher (Normal) Education 27-69=907 136 TC 
Rural Elementary & Normal School Education 27-69-909 32 TC 
Atomic Sciences Training 2769-001 (P) 12 TC 
Public Administration Total 63 
Advisory Serv. € Training in Sovt. Organization & Management 27-79-001 L7 TC 
Ciwil Police Survey Mission 27=79=029 (T) 16 TC 
Housi Total 21 
Advisory Serv. to Peruvian Natl. Housing Commission 27-83-028 % 
General and Miscellaneous Total 2,272 
Cooperative Service Total 267 
Coop. Mural Dev. Serv. 27-99-9000 BO TC 
Southern Peru Regional Development 27=99-901 (T) 37 TC 
Rural Development Service Admin. 27=99=955 30 TC 
Southern Peru Colonization and Development 2799-001 (C) 2,000 DS 
seodesy, Mapring & Cartography 27=99-020 (P) 5 TC 
Technical Support Total 58 
Technical Support 27-9 2-000 SB Tc 
Uruguay Total (11 Projects) 254 
Technical Cooperation 2h 
Agriculture and Natural Resources Total 4 
pudy 2813-002 (P) > 
Agriculture 28-16-025 (P) » i 
Labor Total 30 
Tabor Organization 28-41-009 (P) 3% TC 
Health amd Sanitation Total 133 
Advisory Serv. to Ministry of Public Health 28-5 3-016 133 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956--June 30, 1957 


(Value in Thousands of Dollars) 








“~YCk Dollars 
Project Obligated 
Country and Field of Activity Number by Function 
LATIN AMERICA contimed 
Uruguay contimued 
Education Total $5 
Technical Bducation 28-61-020 (P) 5 
Public Administration Total 70 
Kdministrative Neorganization, Ministry of Public Health 28-71-003 2I Tc 
Organization and Management 28-72-018 (P) 9 TC 
Statistics and Census 28-78-00, LO TC 
Housing Total 2 
Moose (City and Hegional Planning) 28-83-013 (P) e € 
General and Miscellaneous Total 10 
Rudio-Visual leadership Training 26-92-012 (7) ~< #C 
Peaceful Uses of Atomic Energy Training 28-98-O1h (P) 9 TC 
Venezuela Total (5 Projects) 135 
echnical Cooperation Ts 
Health and Sanitation Total 135 
Cooperative Service Total 135 
Oficina Coop. Interamericana de Salud Publica 29-59-3900 “2 TC 
Jeneral Admin. 2959-906 (T) sO TC 
Rural Water 29-59-907 (T) 2 =6C 
Vital Statistics Services 29-59-908 (T) 18 TC 
Industrial Hyziene 29-59-909 (T) 21 TC 
Overseas Territories Total (31 Projects) 68h, 
echnical Cooperation BEL, 
British Guiana Total (9 Projects) Lb 
echnical Cooperation rN 
Agriculture and Natural Resources Total 4 
Preliminary Forest Survey Project 02-17-032 (T) = 
Participants--Agriculture & Natural Resources 02=19-019 (P) eb 
Industry and Mining Total 5 
Spout Water Specialist 02-27-030 (T) 5 1c 
Transportation Total 0 
Roar Development Project 02=31-015 (T) IO tec 
Labor Total 1 
Study of Am. Labor Organization & Practices 02-41-028 (P) z 3 
Community Development and Social Welfare Total 19 
eet Sevelowment 02-81-002 (T) 17 Tc 
Community Development Training Project 0281-027 (P) e tC 
General and Miscellaneous Total * 
Participants--1ni ormation 12-92-029 (P) « TC 
Technical Support Total 2 
echnica upport 02=99-000 5 Tc 


* Less than $1,000. 63 
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Fiscal Year 1957 Programs 
Title of Project and ICA Dollar Obligated, by Country 
Field of Activity, and Function 





July 1, 1956--June 30, 1957 


(Value in Thousands of Nollars) 


Project Obligated 
Country and Tield of Activity Number by Function 
TATTH AMZPTCA continued 
Overseas Territories continued 
Rritish “onduras Total (6 Projects) $ 91 
Technical Cooperation 
Agriculture and “aturel Pesources Total k7 
~Kericultural Yeveloprent  — 102-19-003 UG? tc 
Industry and “ining Total 10 
Yndustrial “raining 102-2600 “5 Tc 
Surveyor Training 102-28-007 (CS) 5 Tc 
Education Total 1 
Vocational Education 102-61-006 TC 
Housing Total c 
Yous ing Nevelopment 102-89-005 Src 
Technical Support Total ly 
Technical “upport 102 =99-000 IL tc 
Jamaica Total (5 Projects) 190 
echnical Cooperation TR 
Agriculture and Natural Pesources Total 3 
Kericulture and Yatural Pesources 302-111-000 73 Tc 
Industry and “ining Total 21 
Tndustry 202 <27-005 I Tc 
Health and Sanitation Total 7 
Wealth an? “anitation 309-59 -006 i? Tc 
Tducation Total 29 
““Wocational “ducation 392 69-009 B Tc 
Technical Support Total 20 
Wission Technical Suoport 302 -99-000 6 TC 
Surinam Total (10 Projects) 357 
Tachnical Cooperation 37 
General and “Miscellaneous Total 37 
cooperative Service To 3L7 
‘urinam=-American Technical Cooperative Service 05-99-901 “SO TC 
Administration of the Surinam-4merican Technical 
Cooperative Service 05 99K, 13 TC 
Education (Improvement of Vocational Education 
Facilitied at the Surinam Technical School) 05 -99-907 10 TC 
Agricultural ‘xtension Service 05-99=908 6&5 Tc 
Agriculture * Natural Pesources (Agriculture 
Research & Horticulture) 05 -99-909 (T) 9 TC 
Comunity "eveloment, Social Welfare % Housing 
(Aided-Self—-Help Housing) 05 -99 +912 39 TC 
Health and Sanitation (Advisory Service to Surinam 
Public Yealth “evartment) 95-99-91); 81 TC 
Education ‘Visual 4ids) 05-99=919 8 TC 
Industry « “ining (Neavy “uty Taninment Maintenance 
& mera*ion) 05-99-971 72 TC 
Technical Supvort, To*al 10 
Yechnical Support Costs 05 -99-000 (00) I6 Tc 


64 





491 


Fiscal Year 1957 Programs 
Title of Project and ICA Dollars Obligated, by Country, 
Field of Activity, and Function 
July 1, 1956-=June 30, 1957 


(Value in Thousands of Dollars) 








collars 
Project Obligated 
Country and Field of Activity Number by Function 
T.avTTy AM@R TCA continued 
Overseas Territories continued 
Miscellaneous T's Total (1 Project) #2 
Tachnical “ooperation : z 
Housing Totel 2 
° telp Housing (Tominican Republic) S02), -001 (7) 3 TC 
Perional Total (23 “rojects) 1,695 
Wechnical Cooveration T,005 
Apriculture and ‘atural Resources Total 128 
Nerional Subber “asearch Program 94 -11-007 TIS Te 
Regional Agricultural “Credit Consultant 9h-1h-038 (T 2. tC 
“Vorkshop on the "Role of “omen in the T~provenent 
of Pural life" (Brarvil) 94,-16-020 8 TC 
Transportation Total 157 
Technical ‘ssistance in Civil Aviation Pegional biicinl 
Croup in Panama 94-37-0003 157 TC 
Labor “otal 39 
Tabor Trainine in Puerto Rico 9h-li1-012 (7S) 26 TC 
Msplay of Industrial Safety and Labor Standards 
Exhibit in ‘atin American Countries (Panama) 9h-h 7-030 (T) 19 TC 
Health and Sanitation Total 234 
Peofonal Tublic Wealth ‘raining Facilities 9h-Sh-017 (cs) 65 TC 
Repional Public Health Consultant (Chile) 9h=SL-019 21 TC 
Pefresher °rofessional Training=!A Technicians 9-5) -039 25 TC 
Pecional Public “ealth Consultants 9) -59-008 122 TC 
Technical Consultant = 4ealth ("nvironmental Sanitation) 
(Rraril) 9h-59-0h5 (7) 1TC 
Sducation Total 550 
Yechnical ‘reining Office of Technical Services 911-609-099 (P) Ben Tc 
Public Administration Total 5 
Public "Aminis*ration (Polivia) 9):-72-0R2 § tc 
Housing Total 3h 
Kided Self-Help Housing Tevelopment 9h. -8),-037 3% Tc 
General and Miscellaneous Total 457 
Kudiovisual Support 9-92-02 (C) 5 Tc 
Inter-4merican Symposium of Yuclear Energy 9-98-03 (P) 150 TC 
Machinery Consultant (Panama) 94-99 -021 20 TC 
Regional Technical Aids Coordination an’ Translation 
Program 9h -99=005 li6 TC 
Monetary “tudies 9-99 -028 3h TC 
Services of U.S. Rook Exchange 9-99-03 (CS) 35 Tc 
Resources Cartorraphy 91-99-00 (CS) 15 TC 
Technical “emonstration and Training 9-99 O02 SO TC 
Tnterpreter Services for Participants 9):-99-0h7 (CS) 102 TC 
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Fiscal Year 1957 Programs 
Title of Project and ICA Nollars Obligated, by Country 
Field of Activity, and Function 





July 1, 1956--June 30, 1957 


(Value in Thousands of Yollars) 
ICA Dollars 


Project Obligvated 
Country and Field of Activity Number by Function 
TNTERRRCTONAT. TOTAT, (3 Protects) $3,27h b/ 
Agriculture and “atural "esourcer Total 772 
alonmment or "uplications o echnical Literature 7 
( *ericulture) 99-11-09 lk TC 
Technical Services on Salinity and Soil Tertility 
(TCA="*™ Speciel "rotect) 99-12-03 (T) 61 TC 
Plant an? Seed Materials (7CA-'"A Snecial Project) 99-12-035 (T) 59 TC 
Services to Particinants (by “olleres, "niversities 
and Other T-ctlities) 99-19-031 (CS) S65 TC 
Services to Particinents (Croup 'eeders and Tnterpre‘ers 
Trenenort>tion=!7":4) 99-19-0327 (7) 73 TC 
Induttry end “inire Total Lh} 
“Wnetnesring Services 99-425 «))\9 (7S) YI? ‘vc 
Counretl for Thternation=) Mrocrese in "Ierecarent Tontrant 99-97-01); (Cc) 36 TC 
Labor "otal 177 
Vorkers’ “ducation Techniques (Srhibits, Publicetions =a 
and Film) 99 -1:1-060 2h, TC 
Preparation of Summaries of Labor Conditions in Selected 
Cooperating Countries 99-19-0002 (T) 2k TC 
Preparation of Peports on ! abor—“anagenent Yelations in 
Selected U.S. Industries 99-49-009 (T) 2 TC 
Industrial Safety and labor Standards Traveling Fxhibits 999-021 (T) 4 TC 
Orientation of ICA l.abor Participants (St. John's 
College- “epartment of |.abor Contract) 99-19-07 (CS) 103 TC 
Health and Sanitation Total . 50 
Wesearch in tnsecticiqes and Insecticiding Equipment 99-59-06 (7) 3B Tc 
Fducation ‘Total 2 
~“Titizenship “ducation (Contract with Teachers College, = 
Columbia "Iniversity) 99-69-055 (cs) 2 TC 


Public ‘éministration Total G 
stional @ Tati ¢ ¢ - ' 99-71 -OOR (7° i5 TC 
International ‘ssociation of Ohiefs of oh age Segteget 


Publication, Piime and “reinine Material (Civ 
Admini atration) 99-71 67 (0) 2 TC 
Fechnical “ublicrtions 20.90° 15), (7) 18 Tc 
Publicetione Filme and Trainine Meterials Public 
AAmin'te+ration Yonorrenh for versece “echnictioans 99-79-95" (7a) 10 TC 
Community Develomnent and Social “elfere “otal 17 
Community Develorment ‘rain'ne Yaterials 99-F1-05) (0) wee 
Feononic evelopment Implication of Community evelorment 99-81-59 (CS) 15 TC 
Housing Total 62 
cations, Films and Training Materials-Housing 99-83-OL 3B Tc 
Housing Study on Tropical “inimal Houses 99-83-0611 (CS) 22 TC 
Publications, Films and Training Yaterials-Housing 
(Finance) 99-83-062 (C) 14 TC 


a/ Includes reallotments of deoblicated prior years' funds. 
B/ The various Project Proposal and Approvals for these 34 interregional projects were 
ss t 


planned for Technical Cooperation funds; however, actual obligations by function for 
. - ~ Cc 5 
these projects were as follows, in thousands of dollars: Technical Cooperation, $2,513; 
r ~ n ‘ m 79 
Technical Exchange, $31; Defense Support, $341; and Development Assistance, “/7. 
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Fiscal Year 1957 Prorcrans 
Title of Project and ICA Dollers Oblicated, bv Country 
Field of “‘ctivity, an? Function 





July 1, 1956--June 30, 1957 


(Value in Thousands of ‘ollars) 





ollars 
Project Obligated 
Country and Field of Activity Number by Function 
INTERPEO TIONAL continued 
General and “iecellaneous Total $1,676 
Wuclear "nergy Technical Advisory Services 
(Phoenix Memorial Project) 99-98-053 (cS) 200 TC 
Puerto Pico Training 99-99-006 6 TC 
Technical ids Media 99-99-033 (0C) 459 TC 
Forwarding Services for Participants 99-90-037 (cS) 17h TC 
Interpreter Services for "articipants 99-99-0938 (cS) 372 TC 
n.C. Pecention of Particivants 99-99-0729 (CS) 18 TC 
Tanguage “rain‘ne of Particivents 99-99-0109 (7S) 110 TC 
"0. Orientation of Particinsnts 09.90-};1 (CS) RO TC 
American Professional Societies 99-99-0):3 (7S) 11? TC 
Heelth a4 Accident "nsurcene for Particinents 99-99-05? (CS) 125 TC 
Orientation Materials for Particinents 99-29 -056 ll we 
ASTAN ECONOYTS NEVE QDweWwr FIN TOTAL (2 Projects) 1,973 


‘evelopment ssistence 


Industry and “ining Total 
Telecommunications engineering: Thailand, Vietnam & laos 5122-002 


Transportation Total 
Negional Transportation Project: Afghanistan-Pakistan 51-39-003 


f 


w 

»> 
—~ 
= 


«2 


o 
> 
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Appendix A 





Projects Financed from U..S.-Owned Local Currency in FY 1957 
Title and Value of Projects Approved for Financing with Sec. 02 Currencies 
By Country and Field of Activity 


July 1, 1956--June 30, 1957 
(Thousands of Yollar Equivalents) 


“U.Se—umed 
Local 
Project Currencies 
—___Country and Field of Activity _ — Number ee, 
iting cia a ee 
GRA’ TOTAL (108 Projects) $90,992 
PAR BAST TOTAL (57 Projects) 42,703 
China (Taiwan) Total (57 Projects) 42,70 
Direct “ilitary Sunvort Tots! 13,50 
Kune Suan Airfield Construction 84 =01-439 (C) Pp 
POT, Supplies Al=-09-196 (C) 5,9h0 
Aericn ture and Natural Pesources Total 5,067 
* Farm Weclanation (PETER) Rj-12=246 (C) T,530 
* and and Water Resources (.)(F7) A)-12-39 (C) 1,411 
Crop and T.ivestock Develoment (.17PR) Pli-13=235 (C) 0 
* Agriculture Sconomics; Tarn Ore-nisetion and 
Agricultur1 Credit (.1CPRP) Ahie1-336 (C) PRA 
* Agricultural “Yarketing ane? Processing {.1C°R) A} -15=237 (7) R 
* Home Scononics and Pural Youth (JCRP) Rlj-16=332 (7) A 
* Ta Shu Shan ‘.opging Overations Rhi-17-056 128 
Rehabilitation of Tachen Fishermen A), -18-321 (0) 3h 
* Fisheries (JCRR) Alj-1 83k (0) 31h 
Refrireration Plant RiyeL Ral (0) 195 
* Tuna Lone liners Bli\-lR-O1 (C) 121 
Miesel Sngines - Fishing Craft 8-18-4402 (C) 121 
Cold Storave Rehabilitation Bli=18-103 (0) 357 
Kaohsiune Fishing Wharf Taprovenent Aly-1R 0h (C) 133 
Local Goverment Agricultural Program Support (JR) Rl-19-023 (C) 81 
Industry and “ining Total 18,894 
~Toal Wine Improvement Rl-21-007 (C) 585 
* Petroleum Exploration 84-21-029 (Cc 3 
* Wusheh Yam Hydro Aly =-22-018 2,208 
* Telecommunications @xpansion Rli=-22-030 (C) 900 
* Lung Chien Hyiro Bli-22-03) (C) 1,518 
Nanpu 2nd Unit Thernal Rly -22-037 (C) 483 
* FY SS Pover Transmission and Distribution Rlj-22=238 (C) 2,91k 
FY 5S Primary System Improvenent Rlj=?2=277 (C) 275 
# PY S6 Primary System Improvenent Rh _222301 (C) 403 
* Ku Fwan Hydro A), -29=303 (C) R07 
Power and Communications (JcR?) RY 99 = 99 (0) 1 
* Shen-Ao Ist "nit Thermal R)j-2%=37? (C) 323 
Suburban Telenhone txnansion A}, -9% 2379 (0) 25k 
* FY 57 Power Transmission and “stribution Ry =2 92197 (0) 590 
* Urea Pant R)i-99-0L6 (C) 3,256 
Nitrovhosphate A) -22-059 (0) 18 
TCC “lant Exnansion R)j-23-05h, (0) 121 
Chia Hsin Cement Plant Ri -23-055 (C) 428 
Taiwan Alwninun Corp, =xpansion 8-23-0965 (C) 133 
Sweet Potato “ehydration R-23-975 (C) 18 
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Appendix A 


Projects Financed from U. S.-Owned Local Curre 
™tle and Value of Projects Approved for Financing with 
By Country and Field of Activity 


July 1, 1956--June 329, 1957 
(Thousands of Poller Equivslente) 





Country and Field of Activit 


FAP EAST continued 


China (Taiwan) continued 


Industry and “fining continued 
el Tu 
Paper Poard “lant 
Incandescent Lamp Manufacturing 
* Sulfuric Acid Plant-KASC 
* Nitrophosphate Plant - HNFW 
* Lithograph Printing and Platemaking 
* Petroleum Refining 
* Aluminum Plant Modernization 
* Small Industry Fund 


Transportation Total 
¥ Expansion of Railroad Facilities 
* Keelung Harbor T>provenent 
* Coastal Ships Cons*ruction 
Taiwan Shipbuilding Corporation 


Health and Sanitation Total 

““¥ Waohsiune “ater Yorks Pehabilitetion 
Tmprovenent of Tillace Weter Suonly 
Hosvit=lization TI (RETS™R)(General Hoenits1) 
* Hoepitel Cons*ruction © Enuiment 


Housing Total 
~¥ Public Housing Program 
Small Business “evelonment (Tachen Resettlement) 
General and "tiscellaneous Total 
¥ Motion Picture Production Facilities 
NEAR EACT AND SOUTH ASTA TOTAL (11 Projects) 
Ceylon Total (1 Project) 


Health and Sanitation Total 
¥ Walaria “radication 


India Total (1 Project) 


Industry and “ining Total 


—¥ Welhf Thernal “lant 





Tearsel Total (9 Protects) 


Aericnl ture and “atureal Resources Tote? 
Kerfculture =“xoension of Yrrir-ted Areas 
Rerionel Trrigstion = Yerkon-lerev Scheme 
Agriculture - Land Preneration 
Repionel Trrie-tion 
Tndustry = J.one-"erm 7 oans 
Industry - 'oans to Food Processing Firns 
Tndustry - Working Capital '.osns 
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25164 0 58 


in FY 1957 


- 402 Currencies 


Project 


Number 


84-23-22) (C) 
84. -23-236 (C) 
84-23-30 (C) 
RL.-23-306 (Cc) 
Ry=-23-308 (C) 
8l-23-399 (C) 
A=-23-116 (C) 
A4=-23-418 (C) 
8L-24-077 (C) 


R= 33427 

R-3h-106 (C) 
Rhi-36-115 (C0) 
RL-39-111 (C) 


R}i-52=127 (C) 
Rli-52-128 (C) 
A, -55-359 (Cc) 
Rh eS5=-320 (7) 


8 -83-158 
8=-89-331 


~o 
a0 
~~ 


B4-92-325 (C) 


82-51-015 


86-22-116 


71-12-716 

71-12-218 

71-12-2298 (0C) 
71<12<-272°9 (oc) 
71-23-a1h (0c) 
71=23-297 (0C) 
71-2 2-23h (OC) 


~ *WS.-wned 


Local 
Currencies 
Aporoved 


$ 5h 
bh 
150 
L2h 


161 
161 


283 
2,018 


2,00 


171 
165 


1,902 


428 
969 
2n2 


1,28 
Lan 
37 
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Appendix A 





Projects Financed from U. S.-Owned Local Currency in FY 1957 
Title and Value of Projects Approved for Financing with Sec. 02 Currencies 
By Country and Field of Activity 


July 1, 1956--June 30, 1957 


(Thousands of Nollar Equivalents) 
rena rietetimactumaae uieceatonian anaes ten aot ee a. a? - 

















Local 
Project Currencies 
Country and "ield of Activity Number Approved 
Wear FAST AWN SOTTH ASTA continued 
Israel continued 
Transportation Total $ 250 
Sublic Yorks (Yarkon RBridge-Phase ‘T) 71-71-215 
Health and Sanitation Total 889 
Public Works (Sewerave Schene) 7152-217 BAS 
a/ 
APR Tea TIPAT, (1 Project) (Sec.550)~ 19 
Ghana Total (1 Project) 19 
Agriculture and Natural Fesources Totel 19 
* Land Planning and Soil Conservation Demonstrations - 
and Control of Blood Niseases in Cattle l1-19-001 (0C) 19 
EVROPE TOTAT. (18 Projects) 20 ,202 
Austria Total (1 Project) 577 
Community “evelopment. and Social Welfare Total 577 
Refucee Camp Traiskirchen 31-82-0058 (0) or 
Gernany Total (2 Projects) 13,500 
Commur ity Nevelonment and Social Welfare Total 13,500 
wy 56 Aid to Continue Berlin Peconstruction Program 09-89-607 (C) 15,000 
FY 57 7conomic Aid to Rerlin 09-A19-608 (C) 35500 
Netherlands “otal (1 Protect) 3,297 
Mrect “ilitery Supvort “ote! 3,297 
—Brocurenent of Wit-ry Trucks an? Tractors h7—6—11 7307 
Svain Total (1) Protects) 2,828 
Arriculture and “atural Resources Totel ! 27 
"® Kericultural Extension Demonstration §$2-11-166 (OC) h 
* Dairy Production, Processing and Distribut‘ on 52-13-173 (0c) 7 
Livestock Improvement 52-13-090 (0) 3 
Livestock Disease Specialist S2el3-172 /™) 1 
* Forestry “emonstrat‘ons 52-17=109 (0C) 9 
* Forage and Range Management Demonstrations 52-17-168 (0C) k 
Industry and Mining Total ; 17 
* Industrial Management Seminar 52-27-153 (0c) ae 
* Executive Management Studies $2-27-172 (0C) 3 
* Textile Production Specialist 52-27-175 (0C) 7 


8/ Ghana project finenced from Sec. 550 funds. 


70 





Appendix A 





Projects Financed from U. S.-Owned Local Currency in FY 1957 
Title and Value of Projects Approved for Financing with Sec. 402 Currencies 
By Country and Field of Activity 


July 1, 1956--June 30, 1957 
_ {Thousands of Moller Equivalents) 


~  Uetesdwned 
Local 
Project Currencies 
___Country ane Piel? of ‘ctivity Number Avproved 
Breanne continued 
Spain cont‘ nued 
Tranenomtation “otel &> 439 
fontrel ant Pesearch Taborr-ortes for Mick o-sy —_—— 
fonstrnuetion 52-27 -163 Tl 
Madrid Pailway Py-Pass 52=-22-159 2,56 
Pub’ic Administration “otal 4 
“Economic Planning 52-75-1811 (cc) £ 
General and “iscellaneous Total ; 139 
“Expense for TE Participants 52-99-08 TL 
Interpreter Salaries 62-99-161 (0C) 15 
LATTH avprca TOTAL, (21 Projects) 10,928 


—— — 








RB 1 
Rolivia Total (13 Projects) 7,171 
Agriculture and Natural Resources Total 2,615 
Trrivation Works (Oruroochabamba 11-12-08 (0¢) 1,02 
Trrieation Villamontes 11-1°-117 (0c) 651 
Animal Vaccine ‘.aboratory, "a Paz 11-13-109 (oc) - 130 

* Apricultural Supervised Credit (for Colonization 
of Tmmnierants) 11-1);-C10 (oc) 76, 
Sheep Shearing "ool ¥1-15-110 (0c) 65 
Imtustry and “inine Total 608 
“Erectton of “rein “torere Silos (11-75-1127) 71-25-91 (cS) 17 
Airlift “inine ‘achinery "rivete ‘ines 11-%-125 (97) 30 
Tranevort-t‘on “otal 911 
Tonstruction of San-Pedor-Cerenevi oad 11-21-0999 (CS) Fl 
Airnort = Cochabanba 11-37-076 (cS) 64 
Access Roads - Santa Cruz 11-37-0%7 (cS) uS6 
@ducation Total 2,215 
Construction of the Shop Ruilding of the Pedro 
Domingo Murillo Industrial School 11-61-125 (CS) 2.215 
Public Administration Total 25 
School of Public Administration 11-77-062 (0C) 215 
Conmunity Development and Social Welf»re Total Sh7 
Colonization - Internal “igration 11-89-092 (CC) Su? 
Guatemala Total (* Projects) 3,757 
Apriculture and “atural Resources Total RO6 
Kericultural Extension (Pural Nevelorment Program) 20-11-06), 10 
Clearing, '.an? Preparation and Jeep Trails (Rural 
Teveloment Prorram) 20-12-07? 76 
Land Claset fics x» ant "+4 liseation Planning (Ryral 
Neve loument) 20-14-076 (00) 10 
Transavorts*+ion “otal 2,757 
e Rlatte Wi ehwev MeN? 957 
* Pacific Sldéne Hichvray “-st end "eet “Sections MeV AM (rw) 1,800 
feners’ end Wiece’) oneous “ote! 19h 
 Wninis ration Wasi lities Pure] Nove onment Procrem 2-90-75 (07) 6R 
* School Facilities Pura’ “ev>loment Prorre- 2-99-79 62 
* Basic Health Facilities ond Services (Pural 

Nevelopment Promran) 29=-99-0R2 3 
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Appendix B 





Projects Financed from U. S.=-Owned Local Currency in FY 1957 


Title and Value of Projects Approved for Financing with PL 80, Title I Currencies 
By Country and Field of Activity 


July 1, 1956--June 30, 1957 


(Thousands of Dollar Equivalents) «= 
U.5.-Owned 























Local 
Project Currencies 

Country and Field of Activity ____ Number Approved 
GRAND TOTAL (42 Projects) $7,617 
NEAR EAST AND SOUTH ASIA TOTAL rojects) 11,595 
Greece Total (1 Project) 3 
Transportation Total 3 
ublic Investment Prozram foads and Bridges 40-31-106 (CS) 3 
Israel Total (6 Projects) 11,592 
Agricultural and Natural Resources Total 3,497 
Beit Dagon Research Station (L-L1=-231 33 
Settlement 71-12-229 2,778 
Afforestation 71-17-233 (OC) 389 
Indust and Mining Total 6,694 
Development of Telephone Services 11-22-239 (OC) 2,070 
Industrial Expansion 1-23-23' 4,62h 
Transportation Total 1,400 
Transportation = Development of Railways 71=23-235 1,400 
EUROPE TOTAL (30 Projects) 60,856 
Austria Total (2h Projects) 15,231 
Industry and Mining Total 8, 308 
Hydro-electric Works 31-22-00 (0C* 615 
Steel Production 31-23-01 (OC) 577 
Tobacco Manufacturing 31-23-02 (OC) 135 
Manufacture of Wire and Wire Products 31-23-06 (OC) 115 
Worsted Weaving Mill 31-23-07 (OC) 115 
Heavy Electric Machinery 31-23-08 (OC) 269 
Spinning Mill - Hose 31-23-09 (OC) 115 
Fabricated Structural Steel 31-23-050 (OC) 385 
Valves, Brake Linings and Foundry 31-23-051 (OC) 135 
Rayon Plant 31-23-053 (0C) 769 
Shipbuilding 31-23-05 (0C) 288 
Sugar Refinery 31-23-055 (OC 2h6 
Steel Mill and Tool Manufacture 31-23-057 (0C) 577 
Wire, Cables and files 31-23-059 (0C) 231 
Foundry 31-23-060 (0C) 115 
Furniture Manufacture 31-23-062 (0C) 231 
Wire and Cables 31-23-063 (0C) 277 
Steel Mill 31-23-06 (OC) 1, 346 
Veneer and Plywood 31-23-066 (0C) 81 
Jute, Hemp, Linen and Plastics 31-23-069 (OC) 15 
Hotel and Bazaar 31-2h-073 (OC) 396 

Expansion Heating Facilities St. Poelten Hospital 
and Army Barracks 31-25-03 (OC) 173 
Rolled Non-ferroue Metal Products - Cutlery 31-25-052 (0C) 962 
Community Development and Social Welfare Total 6,923 
ustrian federai Governmen id | or Hungarian 

Refugees 31-82-07h 6,923 
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Projects Financed from U. S.-Owned Local Currency in FY 1957 


Title and Value of Projects Approved for Financing with Pl 480, Title I Currencies 
By Country and Field of Activity 
July i; 1956=—¥ 


O, 1957 


j 
T and aft law Ro wa lent } 
(thousands oi Dollar Eoulivalents ) 








-5.-Owned 





T ocal 
Pro ject Currencies 
nd Field of Activity Number Annroved 

















Portu 


Fortug . \ rroject $3,400 





Industry 


nstm 














30,097 
§2-21-15L “F500 
$2-25-155 3,800 
52=-29-125 (OC) 19,097 
Education Tota 
Industrial 
Education) §2-61-152 2,500 








ERICA TOTAL (5 Projec 


oO 

~ 
a 

— 











k y Total (5 Projecte) 2,167 
Agriculture and Natural Resources Total 475 
- io . onan k 4 c inc) =P 
Companhia Americana De Fomento Economico Project 26-19=105 (OC) 475 
Transportati t © Dial 1,025 
Trans-Chacc d “31-102 | 333 
Public Works Road Project 26-31-10 (OC) L2 
Airport Supplemental Development Project 26-37-1003 (OC) 250 
Health and Sanitation Total 667 


Corposana Sewerage System Project 26-52-101 (OC) 687 
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TECHNICAL AID PROGRAM IN INDIA 


Mr. Passman. How much money did we give to India in the tech- 
nical aid program for fiscal 1958? 

Mr. Murpuy. $6,300,000. 

(Off the record.) 


RESPECTIVE FUNCTIONS OF FOREIGN SERVICE OFFICERS AND ICA 
REPRESENTATIVES 


Mr. Passman. What are the respective functions and responsibilities 
of Foreign Service officers and ICA representatives in the economic 
aspects of our overseas operation with the embassy? How are they 
coordinated / 

Mr. Murrpny. The United States operations mission, which we re- 
fer to as the USOM, which is the ICA organization, is headed up by 
personnel who are either Foreign Service officers in many instances, 
or Foreign Service Reserve officers. These individuals report opera- 
tionally to ICA, Washington, but they take their policy guidance and 
direction from the ambassador, who is the chief of the country team 
in a given country. 

The USOM director, the military assistance advisory group chief, 
the USIA director, and the ambassador form what we call the coun- 
try team which is headed by the ambassador. 

‘Mr. Passman. The ambassador being a very busy man, do you think 
he has an opportunity to visit many of these projects, or does he rely 
largely upon the mission head ? 

Mr. Mourpny. I think that varies from country to country, Mr. 
Chairman. I am sure there are both situations. 


TOTAL AID TO FOREIGN COUNTRIES 


Mr. PassMAN. Could we indicate for the record at this point the 
total expenditures under the foreign aid program for fiscal 1958, the 
amount under direct appropriations from the military, the amount 
under Public Law 480, and any other agencies that you know of which 
may be contributing, directly or indirectly, to foreign aid projects? 
There is the mutual-security program, the ICA program, No. 1. It 
was established last week that there are defense appropriations in the 
amount of $3 billion also going into foreign interests. No. 3, you 
have Public Law 480. Do you “know of any other programs at this 
time? I think there are about nine of them. 

Mr. Murpny. There is the Export-Import Bank, of course, sir. 

Mr. Passman. That is a loan. I want you to state the giveaway 
programs, regardless of how you may label them. I am not talking 
about Export-Import or World Bank, because those are operated on 
a business basis. I am talking about aid where there is no recovery. 

Mr. Mvreny. Of course, that would exclude most of the Public 
Law 480, Mr. Chairman. which is on a loan basis. 

Mr. PassMan. Then I qualify the statement. We want the same 
information where we receive local currency in payment. 

Mr. Mvurptty. I shall try to prepare a comprehensive statement. 

Mr. Passman. Let us leave out the Export-Import Bank, because 
we are repaid in hard currencies, are we not ? 
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Mr. Murpny. Yes, except with Cooley amendment under Public 
Law 480. 


Mr. Passman. We know that under Public Law 480 we receive soft 
currencies. We know under this program, defense support, we get 
soft currencies. I want an enumeration of all of the aid, regardless 
of its nature, whether it is an outright gift or whether we are getting 
payment in soft currencies. Could you prepare such a table for us 

Mr. Murpuy. Yes, sir. 


(The following information was subsequently supplied :) 


Estimated fiscal year 1958 United States expenditure for programs and 
assistance to foreign countries 


Name of program or appropriation 


Estimated expenditures 
Mutual security program 


Lee ee ig eee ge a ee 
pn ee ne <n 
Public Law 480: 
Title I—Commodities sold for foreign currencies (market 
value): 
Estimated cost of commodities and related expenses_ 867, 000, 000 
Deduct estimated value of foreign currencies for United 


BtRLOS. . UNGBE 6 sw cccnnnnanandabaeeebaues ee ._.... —260, 000, 000 


Total, GG Disco 4. kee ea eel 607, 000, 000 

Title 1I—Donations to other nations: Estimated cost of com- 
modities (market value) aati 

Title I1I—Donation of surplus foods from CCC inventory for 
foreign welfare needs under sec. 416 of the Agricultural 

Act of 1949, as amended; estimated cost of commodities 
(ara GRIN ono. pe aainipedeser ap oceiaa mada eet 186, 000, 000 
Inter-American Highway j 25, 000, 000 
SOUS, Teel; 2 ee a ee ae ceienincbitet aii alee 2, 100, 000 
Trust Territory of the Pacific Islands 4, 800, 000 
GARIOA ie Seksin ain aecaemenincheamiaaaiale 770, 000 
Contribution to NATO (civilian expenses—Department of State) 1, 396, 190 


, 500, 000 


TOI cies i cn Sd inj cic Seed ates mneaa da aie ae fa rs 4, 600, 566, 190 
NOTE Excludes Export-Import Bank loans payable in dollars. 


DEPARTMENT OF DEFENSE PROGRAMS 


1. The statement that “defense appropriations in the amount of $3 billion are 
going into foreign interests” in fiscal year 1958 refers to approximately $3 billion 
of United States defense expenditures that, by their nature, find their way into 
the international balance of payments. The United States activities originating 
from defense programs include expenditures abroad (1) by the Department of 
Defense military and civilian employees; (2) for military construction; (3) for 
overseas procurement of materiel, supplies, and equipment for the forces; (4) 
for contractual services; i. e., pay for foreign nations under contractual agree- 
ments, travel, transportation, communications, rents, and utilities: (5) for 
MAP/OSP; (6) for the United States share of expenditures under the NATO 
infrastructure program ; and (7) for other activities of the United States Govern- 
ment which meet the NATO definition of defense expenditures. The activities 
of the United States Government covered by the NATO definition of defense 
expenditures are the Atomic Energy Commission, Coast Guard, National Advis- 
ory Committee for Aeronautics, Selective Service, Veterans’ Administration 
(national service life insurance and servicemen’'s indemnity), and a portion of 
the program of the International Cooperation Administration. 

2. Of the above $3 billion, it is estimated that United States expenditures re- 
lating to the military functions of the Department of Defense, worldwide, will 
amount to approximately $2.2 billion in fiscal year 1958. These United States 
military expenditures basically include expenditures abroad (1) by Department 
of Defense military and civilian employees: (2) for military construction; (3) 
for overseas procurement of material, supplies, and equipment; and (4) for con- 
tractual services: i. e., pay for foreign nationals under contractual arrangements, 
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travel, transportation, communications, rents, utilities, etc. These are not grant- 
aid programs but represent payments for goods and services received. 

3. Account No. 2701: Funds were appropriated in the amount of $1,513,000 
under this account in fiscal year 1958 for the construction of transmission lines 
and substations which will be used by the civilian economy as well as by the 
United States military forces in the Ryukyu Islands. 


AMOUNT OF MUTUAL SECURITY APPROPRIATION PAID TO EDUCATIONAL 
INSTITUTIONS 


Mr. Passman. Would you state to the committee at this time, again, 
the amount of the mutual security appropriation for schools, colleges, 
and universities, the total amount which is paid to them, foreign can 
local, out of this appropriation / 

Mr. Murrny. In any given year, sir, I would estimate it would 
run between 1 and 2 percent of our funds. 

Mr. PassmMan. We want the total. Did you say $20 million the 
other day / 

Mr. Mvurpeny. I am having it checked, Mr. Chairman. That is my 
current estimate of what it is. 

(The information is as follows :) 


INTERNATIONAL COOPERATION ADMINISTRATION 


University contracts Erpenditures, 
fiscal year 
[In thousands of dollars] 1957 
Total U. S. institutions_ Shae é Rass been $12, 226 
Total foreign institutions ad pal emeed ; 1, 5238 
Grand total siesiaade 13, 749 


AMOUNT PAID TO COMMERCIAL BANKS FOR HANDLING TRANSACTIONS 


Mr. PassMan. Could you state for the record at this point the 
xmount of money paid to commercial banks either out of this ap- 
propriation or out of the allotment to a nation which participates in 
this program ? 

Mr. Murpny. That I would have to research, Mr. Chairman. 

Mr. Passman. But there isa substantial amount paid to commercial 
banks, is there not, for handling these transactions ? 

Mr. Mcurrny. Yes, sir. 

Mr. PassmMan. Would you care to approximate the amount? 

Mr. Mvurery. Reimbursement for payments made by those banks. 

Mr. Passman. I know, but they have a service charge as well 
interest on the money from the time it is advanced. 

Mr. Murrny. None of that comes from our account, sir. That is 
all at the expense of the recipient country. 

Mr. Passman. Remember, I qualified the statement that it is paid 
out of this program, whether it is deducted from the allotment to 
the recipient nation or whether it comes out of a direct payment. 

Mr. Mvurpnuy. The answer is still “No.” In other words, we pay 
nothing to the banks for interest charges or service charges on any 
payments. 

Mr. Passman. Does the bank handle all of these transactions ab 
solutely free ? 

Mr. Merry. No, sir, but they do not bill the agency at all. 

Mr. Passman. Let me ask my question again. 

Mr. Mcrriy. I am not understanding you, Mr. Chairman, it is 
obvious. 
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Mr. PassMan. I amafraid you are not. 

These transactions in many instances are handled through com- 
mercial banks; are they not ? 

Mr. Murpuy. Yes, sir. 

Mr. PassMan. They pay the invoices. 

Mr. Murpny. Yes, sir. 

Mr. Passman. Then it comes down to the ICA and you reimburse 
them. 

Mr. Murrny. Yes, sir. 

Mr. PassmMan. Who pays the banks for their service ? 

Mr. Murrny. The receiving country, the country for whom the 
aid is intended, 

Mr. Passman. All right. Can you provide for the committee, if 
you do not have the figure at this time, the total amount that the com- 
mercial banks in America are earning from the recipient nations of 
our money out of this appropriation ? 

Mr. Mureny. I would have to request the banks to supply that 
kind of information, Mr. Chairman. 

Mr. Passman. Have you indicated before that it was substantial ? 

Mr. Murpny. If you are talking from the inception of this program 
to date, I have no doubt it is a very substantial sum. 

Mr. Passman. But there is quite a profit in here for commercial] 
banks in handling these transactions? 

Mr. Murenuy. Undoubtedly, sir. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mr. Passman. Do you have any indication of the amount of money 
that may be spent by the recipient nations, directly or indirectly, 
through their embassies and representatives, lobbying for this pro- 
gram in Washington ? 

Mr. Murrpny. No, sir, I have no way of knowing if anything is 
spent for that or how much it would be. I am sure I could not find 
out. 


PERCENTAGE OF SHIPMENTS CARRIED IN AMERICAN SHIPS 


Mr. Passman. Under the Mutual Security Act, 50 percent of the 
shipments must move in American bottoms: is that correct ? 
Mr. Mcurpny. That is correct. 


TRANSFERS OF OBSOLESCENT OR OBSOLETE EQUIPMENT TO 
MUTUAL SECURITY PROGRAM 


Mr. Pass - Under the present legislation the Defense Depart- 
ment—Army, Navy, Air Force—may transfer obsolescent or obsolete 
equipment to this program and be reimbursed by this appropriation ? 

Mr. Mcrrny. Only if the equipment is not excess to their needs, 
sir. If the equipment is excess to their needs, the only reimburse- 
ment—— 

Mr. Passmin. Who makes the decision as to whether-it 1s excess? 

Mr. Murpny. That is basically a Defense question. I prefer Mr. 
Shaw to answer it. 

Mr. Suaw. I think, Mr. Chairman, it would be correct to say the 
Secretary of Defense makes that decision. 

Mr. Passman. But they are reimbursed for transfers out of their 
stocks into this program ? 
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Mr. Suaw. Anything that is a part of the mobilization reserve 
requirements of the Army, Navy, and Air Force which comes to our 
ae cern is paid for at the price established by the mutual security 
egislation. 

Mr. Passman. The $302 million the Air Force owed to this program 
about 3 years ago I believe was to reimburse this program f 
payments which had been made; is that correct ? 

Mr. Suaw. That is correct. 

Mr. PassmMaAn. So there is an exchange. 

Mr. Suaw. That is correct. 


or over- 


MUTUAL SECURITY FUNDS PAID TO EXPORT AND IMPORT FIRMS 


Mr. Passman. What amount of money in this bill would you esti- 
mate as going to exporters and importers, export and import firms, for 
handling contracts ? 

Mr. Murpuy. I would have no way of knowing that, sir. 

Mr. PassmMan. Would you try to obtain that information ? 

Mr. Murpeuy. I would not be able to get that kind of information. 

Mr. Passman. If you say you will not be able to get it, all right. 

_ Mr. Murruy. We pay for goods. If charges are made by export 
firms to importers in other countries, they do not come to us at all. 

Mr. PassmMan. But somewhere down the line there is a profit in there 
for that type of broker ? 

Mr. Murruy. These are commercial transactions and are handled 
in the normal commerciai fashion; yes, sir. People make a profit on 
them al! along the line. 

Mr. Passman. That is what Iam trying to establish. 

Of course, in this bill, as previously indicated, every dollar ap- 
propriated is credited to the account of some foreign nation. We 
never actually have dealt in transferring currency to them. It is a 
question of the balance, is it not, credited to their account here? 
When an allocation is made, they may requisition against it. T am 
talking about economic aid as well as military. 

Mr. Murpuy. Yes, sir. It is a financing operation. 


INTEREST OF MANUFACTURERS IN MUTUAL SECURITY PROGRAM 


Mr. Passman. So manufacturers would have a very great interest 
in this bill, would they not, in that a large percentage of the money 
goes to pay them for what they manufacture which is shipped out 
against the appropriation ? 

Mr. Murpny. Certainly, sir. 

Mr. Suaw. Mr. Chairman, insofar as the military assistance ap- 
propriation is concerned, none of our funds is transferred to recipient 
countries. 

Mr. Passman. I know that is true. We can take either the direct 
or indirect approach. Would you not say that a large percentage of 
this total appropriation gets back to the manufacturer for something 
manufactured which is either shipped for reshipment to a recipient 
nation or the program orders it shipped direct to the recipient nation / 

Mr. Suaw. Yes. sir. Funds get to the manufacturers and suppliers 

Mr. Passman. Billions of dollars go into industry out of this 
appropriation ? 

Mr. Mcrpny. Yes, sir. 
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Mr. Passman. Also in this bill there is money for ocean freight on 
gift packages. 

Mr. Murpny. Yes, sir. 

Mr. Passman. There is also money in this appropriation for the 
Children’s Fund in the United Nations. 

Mr. Murpny. Yes, sir. 

Mr. Passman. That is primarily why the members of the clergy and 
churches have such a great interest in this bill. They would have an 
interest to that extent, “would they not, as there is money in the bill for 
the Children’s Fund, which I think is a good program, and also for 
ocean freight ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. So the members of the church and the clergy are 
interested in this program. Is that your understanding? 

Mr. Murruy. Yes, sir. We have large support from religious 
groups for these programs. 


PAYMENTS FOR INFORMATIONAL MEDIA 


Mr. Passman. Could you state for the record the amount in the bill 
which actually goes to purchase newspapers, magazines, periodicals, 
and films to be used by our personnel abroad, educational and other- 
wise ? 

Mr. Murpny. No, sir: I could not at this time. I would be glad, 
again— 

Mr. PassMAN. But there is money for this purpose ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. You will provide for the record the amount ? 

Mr. Murpnuy. Yes, sir. 

(The information requested follows :) 

According to information available in Washington it is estimated that the 
cost of newspapers, magazines, periodicals, and technical books may approxi- 
mate $900,000 for fiscal year 1958. It is also estimated for the same fiscal year 
that the cost of training films will be between $300,000 and $500,000. These esti- 
mates do not include the cost of articles which may be purchased directly by 
the missions. For fiscal year 1959 it is estimated that costs similar to those for 
1958 will be incurred. 

(Off the record.) 

Mr. Passman. There is a payment out of this appropriation for 
newspapers, magazines, periodicals, and educational films? 

Mr. Murpry. “Yes, sir, 

Mr. Passman. Could you state specifically, the amount in this bill 
for motion pictures and films, which are shipped out to other nations 
to be used by our technicians? 

Mr. Murrnuy. I do not have an answer. I know it would be infini- 
tesimal in terms of the money we are talking about. 

Mr. Passman. I am speaking about the dollars and cents. Have 
you any idea of the amount of dollars? 

Mr. Mvrreuy. No; only that it would be extremely small, sir. 

Mr. Passman. What do you mean, “extremely small”? Let us fix 
the figure. 

Mr. Murreny. I would be surprised if it amounted to a million 
dollars. 

Mr. Passman. A million dollars is not small to me. 

Mr. Murpny. In terms of the $3.9 billion. 

Mr. Passman. Would you list at this time any other special groups 
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that would have an interest in this bill? We have covered some 10 or 
12 of them who are direct recipients of this appropriation. 

Mr. Murrny. I would hope the entire citizenry of the United States 
would have an interest. 

Mr. PassMAN. I am speaking about those who would be inclined to 
have an interest because of profiting by the appropriation. Do you 
know of any other agencies? 

Mr. Murpry. You mean financial profit ? 

Mr. Passman. Certainly. 

Mr. Mvurrny. There is a substantial profit, of course, to the Ameri- 

can people, in terms of security, which cannot be measured in financial 
terms. You came up with quite a list there, yourself. Obviously, you 
spent some time thinking about it. I would not venture to add to it 
at this point. 

Mr. Passman. If you think of others, you will insert them in the 
record. 

Mr. Murpny. Yes, sir. 

Mr. Passman. The future will demonstrate how much security we 
bought with this money. But we are thinking now about those people 
who may have an interest in the program on account of financial gain. 
I doubt that the recipients of these profits are contributing this 
money back to any charitable organization just because they made a 
profit from this particular program. 

Mr. Mcvrpny. I know, but I am sure they are paying a lot of taxes 
on it, Mr. Chairman, if they make a profit. 

Mr. Passman. On July 2, last year, during the hearings of the 
committee, the Honorable Douglas Dillon commented concerning 
the ICA projects, and T quote: 

If the receiving country were a subsidiary of our Government, like the Army 
Corps of Engineers, then we could know that a given project would be well 
planned and well carried out. When we were dealing with independent coun- 
tries which were free to make their own mistakes, we could not have that as- 
surance. 

I wonder if there has been any change in that situation. 

Mr. Mvurpny. As to the basic situation, I do not think so, sir, but 
Mr. Dillon in his statement referenced the Development Loan Fund 
procedures, for example, which you will hear about tomorrow, and 
I am sure you will recognize the safeguards which have been in 
stituted to prevent waste and error. 


BLACK MARKETS IN CURRENCY 


Mr. PassmMan. What measures are being taken with respcet to 
black markets in currency-aid dollars to recipient nations? 

Mr. Mcrrrry. The measures depend on ae situation, sir. As you are 
well aware, it is the sovereign right of a country to estabilsh the 
value of its own currency in the fore'gn market. Frequently, coun- 
tries for one reason or another establish rates for their currency which 
are, shall we say, unrealistic in terms of the real value of the currency. 
Wherever we find that situation, which, inc Adentally, is very conducive 
to black market-type operations, and wherever United States finances 
are involved in any shape, form, or manner, we use every measure 
at our disposal to persuade the other country to rectify the basic 
situation by devaluing or revaluing their currency in terms of its 
international worth. 
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Mr. Passman. And, if they refuse, what is the alternative ? 

Mr. Murruy. If they refuse, we are faced with two possible alter- 
natives. We either terminate the aid program, if that is determined to 
be in the best interests of the United States, or, if other interests of 
the United States are overriding, we will continue with the aid pro- 
gram and continue with our efforts to convince them of the rightness 
of our case. 

FOREIGN AID PROGRAM IN LAOS 


Mr. Passman. What is the cumulative dollar amount received by 
Laos under the mutual security and predecessor programs through 
fiscal year 1958? 

Mr. Mureny. Mr. Chairman, for the military—these are classified 
figures, Mr. Chairman. 

Mr. Passman. Just give the total. You had technical aid, economic 
aid, and military aid. Let us have the total. 

Mr. Murruy. Total obligations are estimated to be in the general 
neighborhood of ————, sir. The precise figure is classified and ap- 
pears in the presentation document before the committee. 

Mr. PassMan. For Laos? 

Mr. Murpuy. Yes. I will have to check as to whether or not even 
that total figure can be left on the record. I believe the economic 
figures have been unclassified in the past, and by knowing the total 
it could be determined how much was for military aid. 

Mr. Passman. The amount you gave was the total for technical 
aid, economic aid, and military aid. 


PHARMACEUTICAL SHIPMENTS TO LAOS 


Reports continue to be circulated, very direct, to the effect that thou- 
sands of dollars worth of medicine shipped into Laos through the 
foreign aid program goes straight into the hands of that country’s 
Minister of Health, His Excellency, Oudon Souvannavong, and con- 
sequently is failing to reach the people in the manner intended by 
the United States. This report was given to me direct. I ask you, is 
it true that Madam Oudon, wife of the Minister, owns the only phar 
maceutical house in the country licensed to import medicine ? 

Mr. Murrny. It is my understanding that 1s not true. 

Mr. Passman. Are you able to Supply the names of other pharma- 
ceutical houses in Laos licensed to import medicine ? 

Mr. Murrny. Yes. 

Mr. Passman. I want that list. 

(The information may be found on p. 1504.) 

Mr. Passman. Is it true that the wife of the Minister of Health 
of Laos owns a pharmaceutical house in that country licensed to im- 
port medicine ? 

Mr. Murpny. I believe it is. 

Mr. Passman. Is it true that much of the medicine is being diverted 
to Thailand, India, Cambodia, Burma, and other places, where it 
brings huge prices and profits to the owner of what I am told is the 
only pharmaceutical house—and I repeat on good information—the 
only pharmaceutical house privileged to have a license to import medi- 
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cines into Laos? There may be some recent additions. I am speak- 
ing as of September of last year. 

Mr. Rooney. Mr. Chairman, may I respectfully suggest that the 
difficulty with this sort of colloquy is that after you start the ques- 
tion then you add statements. Would it not be better, with regard 
to the point you are trying to make, that you split up your question 
and ask it in parts, and “is it true?” 

Mr. Passman. If it pleases the gentleman, I shall examine the wit- 
ness inmyownway. He gavea direct answer. 

Is it true that the peasants of Laos have to pay as much as 15 cents 
for a single aspirin tablet and 90 cents for a penicillin capsule at the 
Qudon Pharmacy or the other dispensaries controlled by Oudon 
throughout the country ? 

Mr. Mvurpny. I do not know, sir. 

Mr. Passman. Is it true that literally tons of this same free medi- 
cine are deteriorating in storage because the holders, such as the gov- 
ernors of provinces and the mayors of towns, refuse to distribute the 
medicine without receiving their financial cut, which is so prohibitive 
that the people cannot afford to pay it? 

Mr. Mourpny. I donot know, sir. 

Mr. Rooney. May I respectfully suggest this, Mr. Chairman. With 
information such as this, and if only a few of your statements are 
true, this is a very serious situation in Laos. 

Mr. Passman. It is indeed very serious and it will become more 
serious as I proceed. The information I have is well documented. 

Mr. Rooney. It might be well, as suggested by the distinguished 
gentleman from New York, that we immediately send some investiga- 
tors over there to get the whole picture. 

Mr. Passman. If you can refute the charges, Mr. Murphy, that is 
what you ought to do. 

Mr. Mvrreny. I did not know they were charges. I thought you 
were asking if they were true, and I do not know. 

Mr. Passman. Have you received reports of such a situation from 
Laos? 

Mr. Mcrrny. I received a newspaper article which contained some 
of the information indicated in your questions, and I know the agency 
has focused on it and I believe a report has been prepared and will be 
availablesoon. Is that right, Mr. Saccio? 

Mr. Saccro. It will be available tomorrow. We have worked on 
both the charges which appear in the Wall Street Journal and also 
the statements which the chairman made in two addresses on the floor 
of the House. 

Mr. Mcrruy. I do know from my own recollection that at one time 
there was a charge made that there were large quantities of medical 
supplies standing in Laos unused, and we checked that and found 
it was true but we had nothing to do with it. It was supplies left 
by the French Army when they pulled out and was not connected 
with our program in any way. 

I will be glad to investigate any cases that the committee may have. 
Mr. Passman. I wish you would. 


REPORT OF HOWELL GROUP CONSULTANTS 


Copies have been recently transmitted to me of memoranda sub- 
mitted by the Howell Group of Washington, public administration 
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consultants, to the chairman of the Import Committee in Laos. These 
memoranda constitute documentation of repeated practices of alleged 
excessive billing and overpricing. 

The instances include, for ahem excessive billing of $59,400 for 
12 electric water pumps; of $21,240 excess on 600 cases of Gourmet 
Powder: of $100,000 excess for 20 knitting machines; to enumerate 
only a few of the items at random. 

The memoranda include also the listing of several exporters who 
could not be located at addresses given in license applications. 

Furthermore, it has been indicated that the ICA Chief of Mission 
had full knowledge of what was going on but did nothing to stop it. 
Has such a report reached your Agency ! 

Mr. Morpny. Yes, sir. I think you have to be very careful in 
dealing with these things to get exactly what is portrayed. 

Mr. Passman. I certainly agree with that. 


OVERPRICING INVESTIGATION 


Mr. Murpuy. We heard a report of this about a year or so ago and 
these things always concern us, Mr. Chairman, we are concerned with 
proper administration too. We sent a man out there to track down this 
particular situation and we discovered that while it was true there had 
been a large number of applications submitted to the Import Com- 
mittee which, if approved, would have led to overpricing, we could 
not find one single instance where any such application was approved 
and any such financing took place. The man we sent out there not 
only spent considerable time in Laos, but we sent him to Hong Kong 
also, and he found instances of pro forma invoices for nonexistent 
firms, but we could not find a single instance that had reached the 
point where we had actually financed it. 


HONG KONG PRICES NO. 8 


Mr. PassmMan. Let us discuss specific examples. We shall refer 
to this one as Hong Kong Prices No. 8 

Importer: Chung Nhe Tuong, Import-Export a Pakse. 

Exporter: Swee Yong Hong, 75, Bonham Strand West, Hong Kong. 

Twenty sets knitting machines with motors, 35,500 Hong Kong 
dollars each, or a total of 710,000 Hong Kong dollars. True price 
complete with spare needles, 6.000 Hong Kong dollars each, or a 
total of 120,000 Hong Kong dollars. Excessive billing, $590,000. 

Has that been brought to your attention ? 

Mr. Mvrpry. No, sir, but the way you started reading it in this 
particular case it appears this particular man got caught and his 
license was suspended, so this man apparently has lost his license for 
a year for this kind of a deal. 

Mr. Passman. What we are trying to find out is to what extent 
these practices exist, because there are reams of information here 
which in my opinion is sufficiently documented that it should cause 
alarm. You said you sent an investigator out there and he found no 
instances of this type, and yet you indicated a moment ago that where 
vou found such instances the license had been suspended. 

Mr. Mvureny. Everything is in terms of time, Mr. Chairman. It 
was about 18 months ago that the investigator went out there. 
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Mr. Passman. This was February 28, 1956. Again on February 28, 
1956, this is another case: 

Importer: Nang Keo Oudeune, Rue de Lattre, Vientiane. 

Exporter: Luen On Hong. 

_ An application for dollar exchange in the amount of 60,700 U jnited 
States dollars was made for 12 Alcon gasoline water pumps, 7,000- 
gallon capacity. 

The correct price out of stock in Hong Kong is $220 per unit; the 
correct total is £5 640. Excessive billing $58,060. 

Mr. Murpuy. Does your information indicate positively that those 
items were financed by the aid program ? 

Mr. Passman. It is absolutely impossible for a person to say what 
is correct and what is not cor rect. AMhese people supplied this infor- 
mation in documented form and they are willing to come before us 
and testify under oath. 

Mr. Murrny. All I can say is that it is our desire, as certainly it is 
the committee’s desire, to stamp out these practices wherever they 
exist. Every time someone will give us a clue to go on, we are very 
alert to track the case down. Any time you would care to give us 
the details of these transactions, I can promise you we will run them 
down, but we cannot work on these particular transactions without 
additional information. 

Mr. Passman. The people who gave us this information are willing 
to come before the committee and swear to the correctness of these and 
numerous other instances under oath. I think I stated to the gentle- 
man a few days ago that I had certain statements I did not intend to 
use until I discussed them with him personally. It is not my intent to 
embarrass anyone on either side of the table, but if these situations 
exist, they should be corrected. 

Mr. Murpuy. I certainly agree with that. 

Mr. Passman. Is it your understanding that the situation in Laos is 
what we might call loused up ? 

Mr. Murpny. I trust that wasa pun? 

Mr. Passman. Yes. 

Mr. Murpny. We have great difficulty with the program. We are 
facing a problem in Laos somewhat similar to the one in the United 
States under the Volstead Act. We are trying to enforce morals and it 
is very difficult to do. We are doing everything in our power to cor- 
rect it. 

Mr. Passman. The amount we are spending here is a lot of money 
and the spending of it should be under strict supervision. 

Mr. Mvurpny. I could not agree with you more. 


CASE INVOLVING LAUNDRY EQUIPMENT 


Mr. PassmMan. These cases could go on and on and on. There is 
one other case I shall mention at random, involving laundry equip- 
ment, two groups of laundry equipment at 18,200 U ‘ited States dol- 
lars each or a total of 36,400 United States dollars. The pro forma 
was overpriced 14,090 United States dollars per unit or 28,180 United 
States dollars total. 

Mr. Murpny. Does your information indicate whether it was ap- 
proved or not, sir? 

Mr. Passman. These are for deliveries. I am willing to make 
available to the Department all of this information. It may cause 
some red faces. 
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Mr. Mourrny. We are willing to risk the red faces, sir, if it will 
lead to correcting the situation. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. I am perfectly willing to make available reams of 
this information. The gentleman indicated that there is a situation 
in Laos which is very uncertain and hard to control ? 

Mr. Mourpuy. And your information may be just what we need 
to get to the bottom of it, and we would appreciate it very much. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


ECONOMIC SITUATION IN LAOS 


Mr. Mourpny. Within the limits of the funds we have, we take the 
most serious and businesslike approach we can. Take a basic economic 
situation like you have in Laos at the moment, and you could almost 
put the entire FBI organization in Laos. and probably not succeed in 
correcting it until the currency is put in proper relationship with other 
currency in the world. You cannot correct a situation like this with- 
out the root cause being cured. We are trying to bring about in Laos 
a devaluation of the kip which will place it in proper relationship with 
other currency in the world, and if we are successful we will have 
removed the root cause, but until we are successful in this—and we 
must recognize the sovereign right of the country to fix the rate of 
exchange of its own currency—— 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Do you know whether or not the wife of the Minister 
of Health of Laos is licensed to operate an import pharmaceutical 
house ¢ 

Mr. Mourpuy. Yes, sir. 

Mr. Anprews. I would like to ask him at that point if he knows 
whether or not the ICA has been supplying that pharmaceutical house 
with any of our medicines? 

Mr. Murrny. Yes, I do, and the answer is affirmative. 

Mr. Anprews. Suppose you describe the transaction. Do you de- 
liver medicine to her, and what disposition does she make of it ? 

Mr. Mourpny. I shall be happy to describe the transaction, Mr. 
Andrews. 

Part of the program in Laos is directed toward the support of the 
military forces. Off the record. 

(Discussion off the record.) 


COMMODITY IMPORT PROGRAM 


Mr. Murreny. Our help to Laos in part, a large part, is designed to 
help the Laotians who are unable to support these forces financially 
themselves. We help them by financing a commodities import pro- 
gram which in turn generates local currency, known as counterpart, 
which in turn is released to pay the troops and meet their other local 
currency expenses. 

When the commodity import program is developed, it is developed 
by our mission in Laos with officials of the Government of Laos. It 
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will include special categories of goods—agricultural commodities, 
industrial raw material, petroleum, and so forth. We agree on a pro- 
gram and applications for alate authorizations are submitted. 

Take pharmaceuticals. Say they decide and the mission agrees they 
should import $1 million worth of pharmaceuticals. They come in 
with the application for procurement authorization, which is reviewed 
by the mission and sent to Washington. This authorization when is- 
sued constitutes authority to Laos to import up to $1 million of phar- 
maceuticals. This authorization is also supported by a letter of com- 
mitment which is issued to a United States bank which has been se- 
lected by the Laotian Government to handle this transaction. 

On receipt of this authorization, the Laotian Government contacts 
the importers of this particular product in the country and announces 
there has been made available $1 million for the import of pharma- 
ceuticals and that applications for import licenses up to that amount 
of money will be received and reviewed by the Laotian Government. 

A number of import firms come forward. Let us say one wants 
$100,000 of penicillin. The Laotian Government reviews the applica- 
tion and if it is approved it issues an import license to that firm. When 
the import license is issued, the Laotian Government notifies the Amer- 
ican bank that they may issue a letter of credit to a supplier—any 
supplier in the free world—in favor of the firm that asked for the 
$109,000 of penicillin, upon indication of that firm who the supplier 
will be. The importer sounds out the market. He tries Germany, 
the Tinited States, Switzerland, and decides the best place to buy the 
penicillin is from the United States, and he requests the American 
bank to issue a letter of credit in favor of the United States drug firm 
in the amount of $100,000, 

He forwards the order to the American firm for the penicillin. The 
American firm makes up the order and supports it with an invoice, 
an ocean bill of lading, and a supplier’s certificate. The supplier 
must make an affidavit that the charges he is making for these com- 
modities are no different than the charges he makes to all other 
customers. THe also certifies there have been no dollar commissions 

paid on these transactions. Dollar commissions are not permitted. 

He presents the ocean bill of lading, invoice, and supplier’s cer- 
tificate to the American bank. The ‘American bank reviews these 
documents and sees to it that the item being billed is an item authorized 
under the procurement authorization, and that the supplier’s cer- 
tificate is there and it is signed, and if everything is in order they make 
a payment of $100,000, if that is the amount of the order, to the 
American drug firm. 

Mr. Anprews. ICA does that? 

Mr. Murpny. No, the bank does. They pay out the $100,000 to 
the American drug firm. 

Immediately, thes same day as a rule, that bank supplies the ICA’s 
disbursing office in New Y ork or the Washington office with documen- 
tation showing they paid out $100,000 to supplier X for shipment to 
Laos. ICA then reimburses the bank. 

Mr. Anprews. Let us get the shipment overseas. What happens 
there? 
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DRUGS SHIPPED TO LAOS 


Mr. Passman. Will you state for the record at this point the total 
amount of drugs in dollars and cents shipped to Laos under this pro- 


gram and the names of the pharmaceutical houses that were licensed 
to receive the medicines ? 


Mr. Mourreny. I will be glad to put that in the record. I do not 
have it with me. 


(The following information was subsequently supplied :) 
Pharmaceuticals shipped to Laos as of March 31, 1958 


Importer : Amount 
Mme. Mianet Escalle, Comptoir Pharmaceutique du Loas__..._____ 110, 900 
Nguyen Huu Dat, Depositaire de Pharmacie Pakse_____.-_________ 18, 487 
"TRO TATE, FeO UUM TIN cc eee escape eee eens anmaeone 36, 672 
Bombotn -Bamakinotie. Vientiane so oo a ee oda 66, O70 
Nakornvieng Medical Supply, Vientiane___.._..._-____________.__ 8, 292 
Nguyen Van Long, Savannakhet__-__-_ i lie ai ica al 104, $20 
Luise OA Bouapun,' SQvamiennee See ee 2, 820 
Thao Lot, Sdvammakhet.. 2.00 2c5c5 cc Lee ee 70, 975 
Dr. Bhamphanh,) Vientleneo..boin ete Lh eat 108, 472 
Neuven, Ven Cat. SAVANDORRO..W 100s tebidesnatwieeesesan 9, 379 
ATA RM EC PAI a ic cncessesctonpesteiabincnesan de cadantntin tac in cathe pitanidie a aaaeecse eae 28, 656 
Thao Suon Volovougsa Depositaire Pharmacie Europeene, Savan- 

nakhet z a ‘ 
Thao-Va a Savanitiakhet. Vientiane. ._. ~~... ce 3, 955 


Oudom Trading Co 
yon | LR ee So a a eat Recipies tiene Nea pan tte oii ee et Se ne 736, 416 
The total ICA funds obligated for all pharmaceuticals from the in- 

ception of the program through 1957 is $1,526,800. 

Mr. PassmMan. Does it indicate there the receiver of the medicines ? 

Mr. Murpuy. No, sir; but I can tell you from a check I had made 
on this report—— 

Mr. Passman. Then you had heard about this? 

Mr. Mureny. Oh, yes. The total deliveries for the 3-year period 
ending December 31, 1957, were $663,047, and I had a check made on 
this report and my recollection is that 15 percent of the money paid 
out for pharmaceuticals went to the firm owned by the wife of the 
Health Minister. 

Mr. Passman. Do you happen to know if she owned the other firms 
licensed in other names 4 

Mr. Murrny. No, I do not know. 

Mr. Passman. It is possible she could own other firms that were 
licensed ¢ 

Mr. Murpny. Yes. 

Mr. Passman. And the fact of her husband being the Health 
Minister would give her a special entree? 

Mr. Murrny. To what? 

Mr. Passman. To a license. 

Mr. Murpnuy. I cannot speak to that. 

May I continue ¢ 

Mr. Passman. Yes. 

Mr. Muretry. The importing drug firm, at the time it gets its 
license—and this varies from country to country—is usually required 
to make a partial deposit in local currency of the value of his order. 
In the example I used this was $100,000. I do not know exactly what 
the situation is in Laos, but in some countries it runs from 5 to 100 
percent deposit at the time of the order. 
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At the end of each month we make a report of expenditure to the 
aid mission, and at the close of the month this $100,000 disbursement 
would show up as a payment made to Laos. This listing i is used by 
the mission controller to bill for the counterpart equivalent to the 
dollar value. The Lao Government has either collected this in 
whole or in part from the importer, or proceeds to collect it at that 
time, because they know $100,000 was paid out and they know the 
order has been shipped. They are responsible for depositing in a 
special account in their name the $100,000 worth of counterpart, and 
we jointly agree what utilization will be made of that counterpart in 
the aid program in the country. 

Mr. Anprews. And then is that medicine sold in that country? 

Mr. Mourpnry. Yes, it goes into private channels of trade. 


PRICING OF COMMODITIES IMPORTED 


Mr. Anprews. Does ICA have anything to do with the price at 
which the medicine is sold ? 

Mr. Murpuy. No. We operate under section 413 of our act en- 
couraging private channels of trade, and we have interpreted that 
to mean atom, wants us to keep the Government out of these trans- 
actions as much as possible. 

Mr. Anprews. From which of these funds would you pay the phar- 
maceutical house in New York? 

Mr. Morrny. The $100,000 would be paid from the defense sup- 
port funds for Laos. There may be some countries where we have 
no defense support program and where we would use special as- 
sistance funds. 

Mr. Anprews. So that we are not giving to the citizens of that 
country $100,000 of medicine? 

Mr. Murpry. We are not giving them anything. They are paying 
for everything they get. 

Mr. Arexanver. Will the gentleman yield ? 

Mr. Anprews. Yes, indeed. I have no further questions at this 
time. 

Mr. ALexanper. What percentage of your support do you give to 
the governments themselves instead of to the people? Would you 
say 98 percent ? 

Mr. Morrny. All of our aid negotiations are at the government-to- 
government level. It is the United States Government dealing with 
the other government. In the sense of benefits, the importer is in 
business for profit and that $100,000 of penicillin he probably will 
hope to sell at a price that will give him a profit. 

Mr. Atexanper. Then the only ones who can have gratitude to the 
United States for these things are the governments ‘themselves and 
not the people? 

Mr. Morreny. We hope not. We have a very strict labeling policy 
and all shipments must have a seal showing it comes from the United 
States. 

Mr. Aexanper. But did you not say they bought it? 

Mr. Murrny. Yes, but that reminds me of the French farmer who 
was disturbed because some visiting Congressmen asked how he liked 
the tractor that Uncle Sam gave tohim. He had bought it with francs 
and he said he did not get it from Uncle Sam. It was difficult to ex- 
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plain to him that the United States had to give the dollars to get the 
tractor there. It is hard to get across to he that while they pay 
with their own currency it came from outside the country and could 
not have come from without the country without United States 
assistance. 

Mr. Gary. The people pay for these pharmaceuticals in local 
currency ¢ 

Mr. Murrny. Yes, sir, the local importer. 

Mr. Gary. And do not these local currencies go in the counter- 
part fund ? 

Mr. Murruy. No, they represent a return to the importer for the 
money he put up to get the commodity in the country. He has put his 
kips up, this is the wholesale purchase, and then he retails it to 
various stores and he collects his kips back, with the markup, of 
course, and it is in his interest as a businessman not to price the 
penicillin out of the market because it is not going to do him any good 
to get $100,000 worth of penicillin and warehouse it. It is to his 
interest to push it and get his $100,000 back plus his operating ex- 
penses and a profit. 

Mr. Miuter. Will the gentleman yield ? 

Do you of your own knowledge know what these drugs sell for ? 

Mr. Mureny. I do not. 


HIGH PRICES FOR PHARMACEUTICALS 


Mr. Mixer. The reason I ask is that, although I have never been in 
laos, I remember the situation that existed in China during World 
War II. A pill of sulfa which you could buy through our quarter- 
master for just a few dollars a thousand, if they were available, could 
be sold on the black market for $5 or $10 a pill. Thousands and mil- 
lions of people may not be able to pay anything, but there are always 
some very wealthy people in all these countries who will pay huge 
sums. It is a question of what an individual will pay to save his life, 
in some case. I have seen a tube of toothpaste, certainly not vital to 
anyone, sell for as much as $7.50 of our money. This penicillin could 
easily be a gold mine for the person who got it. It might not be a 
matter of a 10 percent profit but a 10,000 percent profit. 

Mr. Passman. The gentleman has made a great contribution to 
the matter under consideration. 

Have you heard the charge made that through these pharmacies con- 
trolled by the wife of the Health Minister of ‘Laos aspirin tablets sold 
for 15 cents a tablet and penicillin sold for 90 cents a capsule? 

Mr. Mourruy. I have heard that. 

Mr. Passman. Are you investigating it? 

Mr. Mourreny. We are working on it. 

Mr. PassmMan. But you cannot say if it is true or untrue? 

Mr. Morpny. Our first indication was the statement you made on 
the floor of the House, and we are tracking it. 

Mr. Passman. But now you are not in a position to say if it is true 
or not true? 

Mr. Mourruy. No. 

Mr. Passman. Are you in a position to say whether the charge that 
hundreds of thousands of dollars worth of free medicines are de- 
teriorating in storage because the holders, such as the governors of 
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provinces and the mayors of towns, refuse to distribute the medicine 
without receiving their financial cut istrue oruntrue? ~ 

Mr. Moureny. I do not know that to be the fact. 

Mr. Passman. Are you investigating that phase? 

Mr. Morrny. Yes, sir. 

Mr. Taper. Mr. Chairman, off the record. 

(Discussion off the record.) 


HISTORY OF 1958 APPROPRIATIONS AND APPORTIONMENTS 
FOR MILITARY ASSISTANCE 


Mr. PassMAN. Please add to your table on page 3 of your statement, 
Mr. Shaw, the date each apportionment request was initiated by ISA. 
On what date was the 1958 appropriation request submitted to the 
Congress, on what date the 1958 appropriation was enacted by the 
Congress, signed by the President, et cetera. 

Mr. Suaw. Yes, sir. 

(The information referred to follows:) 


The fiscal year 1958 appropriation request was officially submitted to the 
Congress on August 14, 1957, the date of enactment of the Mutual Security Act 
of 1957, which contained the authorizations for mutual security. Hearings were 
held by the Committee on the Executive Branch Budget Estimate on April 2, 3, 
and 9 and resumed on June 18, 1957. The bill was passed by the Congress on 
August 30, 1957, and signed by the President on September 3, 1957. 


3. Apportionment dates fiscal year 1958 


Date late seneountll Date 
Apportionment No. | initiated | by OASD/ | approved 
byISA. | COMP | by BOB 
- —|—- 

Sept. 18, 1957 | Sept. 26, 1957 
7 | Oct. 38,1957 | Oct. 9, 1957 
Oct. 25,1957 | Nov. 6, 1957 

bs devasbsahsuseee | Nov. 14, 1957 
57 Dee. 11,1957 | Dec. 20, 1957 
Dec. 19, 1957 Jan. 2, 1958 
Jan. 22,1958 | Jan. 27, 1958 
a Mar, 10,1958 | Mar. 25, 1958 
Cn ee a aco adipatteeadanoenanh teu Cs se enact aaaaeatited \2Apr. 2,1958 


PR piihe cb Shothadstjda nd scone dk pocbigemnnnd sos tqatesbidnn | Mar. 28,1958 | Apr. 9, 1958 Apr. 15, 1958 














1 Withheld from approval on apportionment request No. 3. Subsequently initiated and approved by 
BOB on Ao ae ae request No. 4. . 
3 Initiated by BOB to reinstate amount withheld in apportionment No. 8. 


RESERVATIONS AND OBLIGATIONS, 1957 AND 1958 


Mr. Passman. In your table on page 6 please identify direct cita- 


tion obligations separately from the reservations. Give two totals 
and grand total. 


Mr. Suaw. Very well, sir. 
(The information referred to follows :) 
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Department of Defense, military assistance program—monthly obligations-reserva- 
tions during fiscal years 1957 and 1958 


{In millions] 





MAP order All other Total 
(reservations) (obligations) 
Fiscal Fiscal Fiscal Fiscal Fiscal Fiscal 
| year year | year | year year year 
1957 | 1958 | 1957 1958 1957 1958 
c L bist ; } | | 
umulative end of month | 
July... 17.1 50.7 | 25.6 | 67.8 | 25.6 
August | 17.1 | a 80. 8 55.0 | 97.9 | 55.0 
September 1.0 | | 1149] (0.9); 115.9] (0.9) 
October . 1.0 168.8 | 129, 8 | 3.1 130. 8 | 171.9 
November 10 600.8 | 159. 3 21.8 160.3 | 622. 6 
December-__-. 498.7 | 648.0 | 187.2 | 64.4 | 685.9 | 712.4 
January 549.6 | 1,020.0 } 220.3 | 95.5 | 769.9 1,115.5 
February : 549.6 | 1,024.3} 264.1 | 113.8} 813.7] 1,1381 
March. 645.2 | 1,024.3 | 296. 3 203. 8 941.5 | 1,228.1 
April... 728.1 | 1,222.5 513.8 293. 8 1,241.9 | 1,516.3 
May.. iti 728.1} 1,293.2 578.2} 383.8} 1,306.3 1,677.0 
June. oo | 820.5 | 1,: 2 844.0 480, 6 1, 664. 5 1, #23. 8 
July-December 1958... = | ' § 2 505. 6 ; 1, 848.8 
Activity during month: | | | 
July . ; ete 241. 50.7 25.6 67.8 25.6 
August . ccatiioaie teh atl : Sisu5-] 30.1 29.4 30.1 | 29.4 
September om 3 1 (16. 1) a 34.1 (65. 9) 18.0 (65. 9) 
October Ee é hated Lau MS 14.9 | 14.0 14.9 182.8 
November ion le | 432.0 29. 5 | 18.7 29. 5 | 450.7 
December 3 2 ee 4 | 497.7 | 47.2 27.9 42.6 925. 6 89.8 
January 445 aa 50.9 | 72.0 33.1 | 31.1 | 84.0 | 403. 1 
February abds ob eat s s 7 4.3 | 43.8 | 18.3 | 43.8 | 22.6 
March db iedabbabs nia oe 95.6 |__- ai 32.2 90.0 | 127.8 | 90. 0 
April puiwbo : a as 82.9 198.2 | 217.5 90.0 | 300. 4 288. 2 
May F ee ; % 70.7 | 64.4 | 90.0 64.4 160.7 
June ; 4 J 5 de 92.4 50.0 | 265.8 | 96.8 | 358, 2 146.8 
July-December 1958__.......-......... 50 25.0 Sed 25.0 


| Refers to revocation by Bureau of the Budget of MAP order issued in July 1956 for guided missiles and 
aircraft conversion kits. The reservation in July was pursuant to July 3, 1956, joint resolution (Public 
Law 658). The action by Bureau of the Budget was based upon Executive Order 10575 which provides 


funds may be reserved for MAP orders only in such amounts as have been apportioned for use by Bureau 
of the Budget. 


ICA EMPLOYEES, 1955, 1956, AND 1957 


Mr. Anprews. You stated that in February you had 10,452 em- 
ployees. 

Mr. Murry. Yes, sir. 

Mr. Anprews. Will you put in the record the number you had in 
February of 1957, 1956, and 1955? 

Mr. Murpuy. Yes, sir. 

(The information referred to follows :) 


The total American and foreign national employees of ICA for February 28, 
1957, was 8,729; February 28, 1956, 8,173; February 28, 1955, 6,765. 


Mr. Gary. I have one question I would like to ask Mr. Shaw before 
we adjourn. 
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LANGUAGE CONSOLIDATING UNEXPENDED 1958 FUNDS WITH 1959 FUNDS 


In his statement he says the military assistance appropriations lan- 
guage for fiscal year 1959 recommended by the executive branch in- 
cludes an amendment to section 108 which would authorize the con- 
solidation of all unexpended balances remaining in the 18-month ac- 
count with the fiscal year 1959 appropriation. This authority would 
eliminate the necessity of maintaining separate accounts for the rela- 
tively small amount of obligations of fiscal year 1958 funds which in 
any case will be available under existing legislation for obligations 
in the early part of fiscal year 1959. 

Is that in the authorizing legislation ? 

Mr. Suaw. It is in the appropriation language, Mr. Gary. 

Mr. Gary. In our bill? 

Mr. Suaw. In your bill; yes, sir. 

Mr. Gary. Do you mean that the agency could apply it as it sees 
fit or would it be consolidated with similar eee balances? 

Mr. Suaw. Mr. Gary, we only have the one appropriation. There 
is no division of funds, there is no limitation on any of the funds ex- 
cept in our administrative expense account. 

The purpose of this recommendation is simply to allow us to con- 
solidate the estimate of $25 million, which represents the unobligated 
balances on June 30, 1958, with the new appropriations. 

Our fiscal year 1958 money is available until the end of December. 

Rather than keep a separate account against this $25 million, which 
will be the first money used in fiscal year 1959, we are asking for au- 
thority to consolidate it with our new appropriation. 

Mr. Gary. It would not change the purposes for which the money is 
to be used. 

Mr. Suaw. Not at all. 

Mr. Gary. It would be merely a bookkeeping entry to keep from 
carrying two accounts on the books instead of one. 

Mr. Suaw. That is the sole purpose, sir. 

Mr. Gary. Therefore it would not take away from the Congress the 
right to say how the money should be used. 

Mr. Suaw. Not at all, sir. 

Mr. Gary. I want to say there is a tendency to do that these days 
and I am fighting it every single chance I get. 

Mr. Suaw. The military assistance appropriation is so simple in 
that respect. The Congress has complete control of every dollar that 
you appropriate. 

Mr. Gary. Thank you. 

Mr. Passman. The Committee will stand adjourned. 
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Foreign Arp Program tn Laos 


WITNESSES 


ROBERT F. KELLER, ASSISTANT TO THE COMPTROLLER GENERAL 

GEORGE STAPLES, ASSOCIATE DIRECTOR, CIVIL ACCOUNTING AND 
AUDIT DIVISION 

FREDERICK K. RABEL, AUDIT SUPERVISOR, CIVIL ACCOUNTING 
AND AUDIT DIVISION 


AUDIT OF PROGRAM BY THE GENERAL ACCOUNTING OFFICE 


Mr. Passman. The Committee will come to order. 

We are pleased to have representatives of the General Accounting 
Office present this morning. The principal witnesses are Mr. Robert F. 
Keller, Assistant to the Comptroller General; Mr. George Staples, 
Associate Director, Civil Accounting and Audit Division; Mr. Charles 
E. Eckert, Office of Legislative Liaison, and Mr. Frederick K. Rabel, 
Audit Supervisor, Civil Accounting and Audit Division. 

Mr. Keller has a prepared statement with respect to his office’s 
findings concerning the program in Laos and it is marked as “secret.” 

After reading the statement, I do not understand reasons for most 
of the portions to be labeled as “secret,” but I shall not question that. 
At this time I shall ask that the entire statement be read into the rec- 
ord, and then we shall have the officials of the ICA before the com- 
mittee and ask them what parts should be classified and what parts 
should remain in the record. 

Is that acceptable to the witnesses ? 

Mr. Ketier. Yes, sir. 

Mr. Passman. You will kindly proceed on that basis, Mr. Keller. 

Mr. Ketter. As requested by the Staff Director of the House Com- 
mittee on Appropriations there is presented herein a brief synopsis of 
the assistance program for Laos as administered by the International 
Cooperation Administration and its predecessor agencies. 

In the fall of 1956 representatives of our office, as part of our regu- 
lar audit of ICA country programs, visited several countries in the 
Far East with particular concentration on Korea and Vietnam. 
Because of the past association of Vietnam, Cambodia and Laos as the 
Associated States of Indochina and because we were including a 
summary of past aid activities to Indochina in our report on Vietnam, 
we deemed it appropriate to include brief outlines of the Cambodia 
and Laos programs based on examination of ICA Washington records, 
as supplements of our report to the Congress on Vietnam. A draft of 
our report on the three countries was sent to ICA in July 1957 for its 
review. The agency’s comments were not received until January 1958. 

During the intervening period information came to our attention 
from various sources concerning disturbing aspects of the program in 
Laos. In December 1957 we decided that in the light of our audit 
responsibilities it was necessary to make a special field examination of 
the program at the ICA mission in Vientiane. Arrangements were 
made to have such an examination made by our Far East Branch, and 
the Director of ICA was so notified. At the same time it was decided 
to issue separate reports to the Congress on each of the three Indo- 
chinese countries. The reports on Vietnam and Cambodia are in the 
final stages of processing and should be released shortly. 
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The examination in Laos was made in March 1958, and a draft 
report thereon was received by us in late April. 

might add there, Mr. Chairman, that this examination was con- 
ducted by our Far East Branch, which is headquartered in Tokyo. 
Weare currently reviewing this draft and updating our previous audit 
work at the Washington office of ICA. Our plans are to combine the 
field and headquarters work into a single report to the Congress 
covering the Laos program. Release of this report depends very 
largely on how long ICA requires to review the draft and forward its 
comments to us. 


The summary of the program given hereafter has been taken from 
our audit data gathered to date. 


BACKGROUND AND LEVEL OF AID 


United States aid to Laos began in fiscal year 1951 and was fur- 
nished as part of an economic and technical assistance program for 
the three Associated States of Vietnam, Cambodia, and Labs on a 
unified basis. Aid for the three countries under this program totaled 
$115 million, of which it has been estimated that $70 million was at- 
tributable to Vietnam, with lesser amounts for Cambodia and Laos, 
the latter having received the smallest portion. 

Following the granting of full ‘pendeal effective in January 
1955, the United States initiated separate and expanded assistance 
programs in each of the three countries. In the 3-year period 1955- 
57, assistance to Laos has totaled about $135 million. 

Mr. Passman. I think we should indicate that you are referring 
to the nonmilitary assistance program only ? 

Mr. Ketirr. That is correct. 


PURPOSES OF AID 


ICA has informed us that for overriding political and military 
considerations the United States is presently supporting a Lao Army 
of approximately 25,000 men at a cost of over $25 million a year. 

The level of aid has been based principally on the cost of maintain- 
ing the Lao military forces for which the United States assumed the 
full burden of support. More than 85 percent of the local currency 
resulting from United States dollar aid was programed for this 
purpose. Military hardware for the Lao Army is furnished under 
the military assistance program administered by the Department of 
Defense. This program is not included in this summary. ICA has 
intensified its activities for economic and technical development b 
financing various projects, of which transportation and public ad- 
ministration were the largest. 


NATURE OF AID PROGRAM 


The main objective of the ICA program has been to generate local 
currency (kips) for military support including troop pay, mainte- 
nance, housing, etc. According to ICA its established procedures for 
generating local currency, namely procurement authorizations for 
financing the import and sale of commodities, would have been too 
slow in obtaining the kips necessary to meet military payments. Also, 
the economy of Laos could not absorb imports in the amounts required 
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to generate the needed kips. For these reasons the agency considered 
it necessary to provide the greater part of aid in the form of cash 
ants. 

Under this form of aid United States Treasury dollar checks are 
given to the Government of Laos which in turn deposits a correspond- 
ing amount of kips in a special counterpart account from which they 
are withdrawn for the intended purposes. The Government of Laos 
borrows the required kips from the National Bank of Laos. The dol- 
lar funds serve as currency backing until they are converted into kips 
by sale to importers; the kips thus produced are applied to repay the 
borrowings. Approximately $95 million—70 percent of the total dol- 
lar aid for the 3 years 1955-57—have been in cash grants. 

Cash grants have been supplemented by financing of commodity im- 
ports under the regular procedures—about $25 million in the 3-year 
period. The kips generated from these imports have likewise been de- 
posited in the special counterpart account. 

Approximately $10.6 million have been devoted specifically to eco- 
nomic and technical development, principally for improving and 
maintaining the country’s road system, providing equipment and sup- 
plies for the civilian police organization, improvement of navigation 
on the Mekong River, projects in the field of public administration 
and other smaller projects. 

The composition of the aid program for each of the 3 years, as 
to dollar funds and to allocation of the resulting local currency, as 
of June 30, 1957, is summarized below. 





























Dollar funds 
{In millions] 
1955 1956 1957 Total Percent of 
total 

Generation of local currency: 
Cash grants. - L $28. 2 $33.7 $32.7 $94. 6 70.0 
Commodity import program - - 3.4 12.9 8.5 24.8 18.4 
Project assistance_..-- ~~ _.- y . 1.4 6.6 6.3 14.3 10. 6 
Administration. . haath: tine pia i di 3 2 9 1.4 1.0 
Total. BG Dees gs | g3a.3 | $53.4 | $18.4) $135.1 100.0 

| | | | 
{In millions] 
Generated local currency Dollar Percent of 
equivalent total 

Deposits to special account-- Aco en emnancasinen bwdptins chkn anepneseabengécme $98. 5 100.0 
Withdrawals: wr 9 
Military support_ ---.-.- nities tie San iee<dnaternedie aveabna<s 84.4 85.7 
Public administration projects..............- gidbsc Shihan cddsdallewbus 4.0 4.1 
‘Teameportation DE eCts...... . .-o- niienanemnscnt -omendaheneded 3.0 3.0 
gee ee 4.4 4.5 
ORM ROGNIER sé oni ino ns 5 5 
OU WE OINGNR hic Sanches di. dsc obs iidesthidet ao ldassgubuek 96.3 7.8 








Balance on deposit... ._-........- pie ekunnm ere deiesmemeleas wei ma pangs alin 2.2 2.2 
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SPECIAL PROBLEMS IN LAOS 





The aid program has been hampered by conditions which, while 
common to all underdeveloped countries, assumed particular impor- 
tance in the case of Laos. 

The new State of Laos has little to recommend its economic future. 
Landlocked, the mountainous area within its borders measures ap- 
proximately twice the size of Pennsylvania. Ninety percent of the 
estimated population of 1,500,000 are reported to be subsistence farm- 
ers, generally illiterate and primitive in culture. Only 8 percent of 
the land is cultivated. The gross national product, mostly foodstuffs, 
is estimated at about $100 million annually. 

The new Government was seriously lacking in trained administra- 
tors and technical skills; the economy of the country was primitive and 
there was an absence of economic and statistical data. The require- 
ments of foreign exchange for imports, the support of a relatively 
large standing army, the furnishing of essential government services, 
which heretofore had been the responsibility of France, and the need 
to develop a backward economy were considered beyond the capabili- 
ties of the country. The dissolution of the Indochinese monetary union 
necessitated the development of new financial and commercial 
facilities. 

On top of these conditions the Government was harassed by conflict 
with the Pathet Lao which occupied two northern provinces and re- 
fused to abide by the Geneva Agreement of 1954. Hostilities were 
brought to an end in October 1957 through an agreement by which 
the Pathet Lao leadership was given a place in the cabinet of the 
Government. 

The International Cooperation Administration has had great diffi- 
culty in staffing a mission in Vientiane, the capital city. Living condi- 
tions in Laos are probably worse than in other underdeveloped coun- 
tries. Housing is inadequate and expensive. Educational and recrea- 
tional facilities are almost completely unavailable. Sanitation is 
reported to be a major problem of everyday living. 


OBSERVATIONS ON ADMINISTRATION OF PROGRAM 


Due in part to the special problems just mentioned, the adminis- 
tration of the program has been beset by serious deficiencies. On the 
other hand, the agency contents that the preservation of the inde- 
pendence of Laos has been the primary objective of the program and 
that to date this objective has been accomplished. ICA has been 
fully aware of the deficiencies in the program since its early days and, 
together with the State Department, has been exerting continuous 
efforts to overcome them. Special study groups, internal audit and 
evaluation teams have examined the program and made recommenda- 
tions for improvements. We have also been told that meetings at 
high diplomatic levels have been held in an endeavor to resolve the 
basic issues that contribute to the deficiencies. As far as we know, 
progress to date has not been satisfactory. 

In economic development some achievements have been made. The 
highway between the two principal cities has been reopened. Ship- 
ping on the Mekong River has been improved. The building of small 
dams has expanded irrigation areas. Malaria control and yaws eradi- 
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cation have improved health conditions at the village level. However, 
some of the larger projects have fared poorly in terms of administra- 
tion, and accomplishments to date represent only a beginning in a 
backward country like Laos. 

The more important areas of concern in the administration of the 
program may be grouped in the following categories: 


1. NEED FOR MONETARY REFORM 


The official exchange rate which governs the deposit of counterpart 
funds is 35 kips to the United States dollar. This rate is unrealis- 
tically low, the free rate in neighboring Thailand and Hong Kong 
being about 100 to 1. The use of this official rate substantially in- 
creases the cost of United States aid, particularly since the primary 
objective of the aid has been to generate local currency for military 
support. This rate has also contributed to certain abuses such as 
profiteering, diversion of commodities, and political influence in 
obtaining import licenses. 

ICA has considered the exchange rate the root of its problems in 
the assistance program. In spite of many consultations with the 
Lao Government about fixing a more realistic rate, no progress ap- 

ears to have been made. A plan offered by United States officials at 
igh level meetings in Washington in January 1958 was rejected by 
Lao representatives. We understand that further discussions have 
been postponed until after the May elections in Laos. 


2, MALPRACTICES IN THE IMPORTATION OF COMMODITIES 


reat tat administrative machinery in the Lao Government, cou- 
pled with the unrealistic exchange rate, encouraged various forms of 
malpractices, mainly in the use of cash grants. 

(a) Improprieties in the issuance of import licenses: Issuance of 
import licenses by the Lao Government to use the foreign exchange 
made available by ICA is subject to approval by ICA. However, 
there have been no systematic import plan, no adequate statistical 
data to determine commodity requirements, no definite criteria for 
identifying legitimate importers, and insufficient trained personnel to 
properly administer the operation. 

Investigations by ICA disclosed that officials of the Lao Govern- 
ment have been financially interested in certain importing firms; this 
is reportedly an acceptable practice in the area. On a number of 
oceasions the ICA mission has been bypassed in the approval of li- 
censes; the mission was informed that on some occasions internal 
political necessities impelled the issuance of licenses without ICA 
approval. Although an American management firm under a contract 
financed by ICA has been working with Lao authorities for the past 2 
years to develop better administration of the import program, serious 
deficiencies still exist. 

(6) Diversions and overpricing of commodities: Diversion oc- 
curred in two ways; commodities consigned to Laos were diverted en 
route, and commodities which reached Laos were illegally shipped out 
of the country. This practice has been attributed to several causes: 
(1) inability of the Lao economy to absorb commodities in such large 
amounts, (2) unstable political and economic conditions making it 
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desirable for people to transfer money out of the country, and (3) the 
low exchange rate affording opportunities for attractive profits 
through sale of commodities in Thailand and Hong Kong. Diversions 
were facilitated by the inability until several months ago to obtain 
throughbills of lading to Laos, thereby enabling the importer to take 
delivery in Bangkok. 

Other irregularities took the form of overpricing commodities by 
falsifying invoices and also by delivering inferior goods. The excess 
amounts were usually deposited outside the country, sometimes re- 
portedly with the collusion of the suppliers. 


3. INEFFECTIVE CONTROL OF COMMODITY PROGRAM 


Control procedures of ICA have been ineffective to cope with the 
various malpractices. The mission has been unable to carry out sys- 
tematic end-use inspections because of (1) lack of personnel, (2) the 
reluctance of the Lao Government to permit such inspections, and (3) 
lack of information on commodities purchased with cash grants. Of 
the relatively few inspections made, several evidenced unsatisfactory 
use of ICA-financed goods or improprieties in one form or another, 
but little positive action appears to have been taken. At the time of 
our field examination, no end-use inspections were being made, prin- 


cipally because the Embassy had restricted mission representatives 
from contacting Lao nationals. 


4. MILITARY BUDGET SUPPORT 


In 1955, when ICA agreed to finance Laos’ military costs, the 
country’s forces were in excess of the level determined necessary by the 
United States Government. Although in 1956 Laos agreed to reduce 
its army to the stipulated level, the mission had no reliable means of 
determining its strength. Principal liaison was maintained through 
the French training mission. 

In the first year of program operations, ICA made no provision for 
screening allowable expenditures. The ICA mission was not con- 
sidered responsible for the operation. In December 1955, a separate 
group was formed, but the group has not had financially trained 
personnel to make the necessary reviews. Information from several 
sources indicated that the cost of military support may have been 
too high and that significant savings may be realized through a review 
of expenditures. 

ICA provides 100 percent of the costs of the military establishment. 
Laos was considered unable to make a financial contribution. The 
United States has not deemed it advisable to request Laos to increase 
tax revenues or resort to deficit financing to enable it to make a finan- 
cial contribution or make part of the troop payments in kind. 


5. PROJECT ASSISTANCE 


(a) Maintenance of national roads: This vital project was slow 
in getting underway because of delays in contracting for required 
technical service. Subsequently the execution of contracts with three 
separate firms caused an overlapping of functions. We are informed 
that a new plan has been arranged which should correct this condition. 
Mission investigations revealed that considerable quantities of ICA- 
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financed road equipment had been abused and property control records 
were inadequate. Our inspection confirmed these reports. 

(6) Civil police administration: This project was designed to ex- 
pand and consolidate the civil police forces, improve their mobility 
and communications, and train its personnel. While this force has 
been expanded from about 800 to 2,900 men, we were advised that only 
about 400 have had basic police training. In addition to ICA, both 
France and Great Britain were engaged in training elements of the 
police force, but apparently there was insufficient coordination among 
the three groups. Factors adversely affecting success of the project 
were the lack of a clear definition of the force’s mission, inadequate 
maintenance of ICA-furnished transport equipment, and reluctance 
by the police to permit ICA mission personnel to inspect records per- 
taining to United States-financed equipment. 

The Lao program has served predominantly as an instrument of 
United States foreign policy and security interests, and thus it is not 
within our province to appraise whether program objectives have been 
accomplished. From an economic viewpoint, continuation of the pro- 

am will be costly and improvement in its administration will be slow. 

ased on our examination, we believe it is doubtful whether Laos can 
become economically self-sufficient in the foreseeable future. 

Mr. Chairman, this concludes the summary of the information we 


have obtained to date. We can present details to support our state- 
ment, if you so desire. 


Mr. Passman. Thank you. Off the record. 

(Discussion off the record.) 

Mr. Passman. I was informed on what I accept as valid authority 
that the wife of the Health Minister of Laos at one time had the only 
license by which medicines and insecticides could be imported into the 
country. Is that your understanding? 

Mr. Srapies. We did not get this particular information. One item 
of information that we got was that both the Prime Minister and the 
Minister of Interior, own banks in Laos and the commercial banks 
get the business from the National Bank of Laos. We also heard 
that some one of the other members of the Cabinet—I do not recall 
which and here, again, it is something that is pretty hard to nail 
down 

Mr. PassmMan. There is a lot of smoke, and if you get into the fire, 
you may get burned. 

' Mr. Srapres. Yes, sir; that is right. 
in a position to investigate those things. 

Mr. Passman. Your authority does not permit you to go that far? 

Mr. Sraptes. No, sir. 





The point is that we are not 


CURRENCY EXCHANGE RATE 


Mr. Passman. At present, we are supporting kips at 35 to 1 Ameri- 
can dollar; whereas, the free exchange rate prevailing in adjacent 
countries is 100 to 1. 

Mr. Sraptes. That is correct, Mr. Chairman. 

Mr. Passman. Which means that our cost in this program, then, 
would be almost three times as great as the record indicates insofar 
as values received are concerned ? 

Mr. Srartes. Theoretically that is right. 




















Mr. Gary. Off the record. 
(Discussion off the record.) 

Mr. Passman. What we ship in under the program—the imports 
to Laos—cost us about three times what they would normally cost 
if we were buying with the open rate kips? 

Mr. Sraptes. An important thing I would like to mention, Mr. 
Chairman, is that the purpose of the program is not to import com- 
modities, but to generate local currencies to support the army. The 
only reason we ship the commodities is to get the local curencies. 

Mr. Passman. But, we are shipping commodities. On the com- 
modities we ship in we are being penalized the difference between 35 
kips to 1 dollar and 100 kips to 1 dollar? 

Mr. Srapies. Yes, sir; that is right, and the same thing applies even 
more specifically to cash grants because cash grants constitute 70 per- 
cent of the total dollars we have spent. We turn over Treasury 
checks to the national bank and they deposit kips. Where they should 
deposit 100 kips, they deposit 35. 

Mr. Passman. Which means, of course, that officials of Laos could 
be profiting by millions of dollars out of this program ? 

Mr. Srapies. That seems to be the general story that is running 
around. There is no question but what there has been profiteering. 

Mr. Passman. Millions of kips could be converted into millions of 
dollars? 

Mr. Staples. That is right. 

Mr. Passman. Most of this money is from the defense support ap- 
propriation; is it not ? 

Mr. Srapies. In 1956 and 1957; yes. Prior to 1956 the appropria- 
tion which the Congress made was under a label which I think was 
called Direct forces support in southeast Asia. 

Mr. Passman. I think the only difference was the changing of the 
name. The purpose was the same. 

Mr. Sraptes. Direct forces support was deemed proper at that time 
by virtue of conditions to allow the administration broader authority 
in the use of the money. In other words, it could be used for almost 
anything, and it was intended, really, to fight the war that was going 
on at that time. 


INABILITY OF ECONOMY OF LAOS TO ABSORB LARGE IMPORTS OF COMMODITIES 


Mr. Passman. In your statement at page 9 you report as follows: 


This practice has been attributed to several causes : 

(1) Inability of the Laos economy to absorb commodities in such large 
amounts. 

Does this indicate that imports have been greater than they could 
absorb in the economy ? 

Mr. Sraries. That is right; they could not absorb them. 

Mr. Passman. Would it not also indicate that they have received 
too much money for a soundly operated program ? 

Mr. Strapres. Well, when you consider that the primary purpose of 
the dollar was to generate the kips necessary to support the Lao 
Army, they needed the equivalent of 25 or 30 million dollars to sup- 
port the army. 

Mr. Passman. But would the program be balanced if we permit 
them, as we have done, to import far in excess of their needs? 
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Mr. Sraries. From an economic standpoint there is no question it 
constitutes an unbalanced program; fundamentally it is unsound. 
But then you have the political aspects that come into play. 

Mr. Passman, You report on page 8 of your statement: 


A plan offered by United States officials at high level meetings in Washington 
in January 1958 was rejected by Lao representatives. 


Mr. Ketuer. That is what we understand. Negotiations for cur- 
rency reform. 

Mr. Srapies. We think it is a very large contributing factor. We 
cannot agree that it is the panacea for all their troubles. They would 
have troubles even if the exchange rate was a realistic rate. 

Mr. PassmMan. You indicate that very little progress is being made. 

Mr. Srapres. In the currency reform ? 

Mr. Passman. Yes. 

Mr. Srartes. Yes, sir. 


Mr. Passman. Would this be an indication that what we might 
call the “windfall” to public officials of Laos is so great they do 
not want to give up any part of it? Is that a reasonable assumption ? 

Mr. Srapies. You might consider that a reasonable conclusion un- 
derstanding the composition of the Lao Government as it is. 

Mr. Ketier. For what it is worth, Mr. Chairman, I was interested 


to read the same conclusion in the Wall Street Journal article on 
April 9. 


Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Ketter. There were indications in that article—I do not know 
the source of the information—that the Laotian Government did not 
have any idea of accepting a currency reform. In other words, they 
were not interested. 

Mr. Sraptes. I think that is a subject that it is difficult to reach any 
conclusion on because the top of the Lao Government is quite 
unstable and particularly now, and will be until after those elections 
are decided. Whether there was real sincerity on the part of the top 
people in the Lao Government is pretty hard to conclude one way 
or another, and I think the result of the elections and what they are 
willing and can do after that will be a determining factor. Up to now 
there has been no disposition on the part of the Lao Government 
to consider seriously the devaluation of their currency. 

I merely want to advance the thought that the Laotian Govern- 
ment may very well be—and this is giving them the full benefit of 
all the doubts—they may be unable to make such a change and still 
remain in power. In other words, the government is not strong 
enough. 

Mr. PassmMan. Then it certainly could cost this country hundreds of 
millions of dollars to maintain the present government that may 
eventually fall if we institute these reforms ? 

Mr. Srarves. That is correct. 

Mr. Gary. As a matter of fact, did we not have the same situation 
in France at the beginning of this program? When I was in France 
in 1947 we were exchanging dollars at the official exchange rate and 
you could not walk a block down the street without some black 
marketeer coming up and offering you many more frances for the 
dollar than you could get on the regular exchange. 


25164— 58-34 
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Mr. Miter. The same situation existed last fall, not to that extent, 
not 3 to 1, but anybody who wanted French currency could buy it in 
Sweden or Switzerland or Belgium and save about 20 percent. I do 
not know if that is true today. 

Mr. Staptes. As far as I know it is true today. 

Mr. Passman. But in that case you are dealing with a free mar- 
ket. Here we are dealing with officials of the Laotian Government. 

Mr. Srartes. That is true. 

Mr. Passman. Furthermore, two wrongs do not make a right. 

Mr. Sraptes. I think that is a reasonable statement. 


ADMINISTRATION OF PROJECTS 


Mr. Passman. I refer to a sentence on page 7 of your statement: 


However, some of the larger projects have fared poorly in terms of admin- 
istration and accomplishments. 

That is a statement which could be used without the chairman being 
accused of quoting out of context? 

Mr. Sraptes. Yes, sir. 

Mr. Passman. I think your statement is factual and I want to 
commend the members of your staff for being as complete and as 
factual as you have been in presenting this report. However, there 
has been little, if anything, presented in your statement that has not 
already been reported in the newspapers and magazines. I see no 
reason why this report should be secret. 

This committee has no voice regarding ICA personnel as far as the 
type of people, their background, and whether they are qualified to 
carry out their assignments in any ICA program. 

Off the record. 

(Discussion off the record.) 


FALSIFIED INVOICES 


Mr. Passman. I now refer to the closing paragraph of your state- 
ment on page 9: 

Other irregularities took the form of overpricing commodities by falsifying 
invoices and also by delivering inferior goods. The excess amounts were usually 
deposited outside the country, sometimes reportedly with the collusion of the 
suppliers. 

Would some of these names (handing paper to the witness) register 
with you or other members of your staff? 

Mr. Srartes. We have not completed our study of the audit report 
from our Far East office, and individual names have not been men- 
tioned. There has been mention made that a lot of the transactions 
can be attributed to the Chinese merchants because they constitute the 
bulk of the merchant class in Vientiane. 

Mr. Passman. There could be collusion between the exporter and 
importer and the recipient ? 

Mr. Srapies. Yes, and we understand there has been. 

Mr. PassMAN. Without objection I am going to insert in the record 
copies of several memoranda. 
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(The memoranda referred to follow :) 


OFFICE MEMORANDUM 


To: Mr. Say Vongsouthi, Director of Foreign Trade, Vientiane, Laos. 
From: Harry E. Howell. 

Date: February 28, 1956. 

Subject: Hong Kong Prices No. 8. 


It is recommended that license privileges be suspended for 1 year for both the 
importer and exporter subject to their right to a hearing in the following case: 


Importer: Chung Nhe Tuong, Import-Export a Pakse. 
Exporter: Swee Yong Hong, 75, Bonham Strand West, Hong Kong. 
20 sets knitting machines with 


WAOUUA.: BB ine Hong Kong $35, 500 each__ Hong Kong $710, 000 
True price, complete with spare 
SO. Biiecactikesremtenccemnen Hong Kong $6,000 each__ Hong Kong $120, 000 


IIE OUD SOUT ran tener can couccnntnncetiintsdic nad nether ececnieaiaaaiaai Hong Kong $590, 000 


Phek, in, Tintin’ Ciaben: Mae sivcictiacnssitciiasistteiiveiimscitnegsncs $100, 000 


License application M. E. 16, meeting February 2, 1956, should be refused with 
formal notification of the above recommended action. 


OrriceE MEMORANDUM 


To: Mr. Say Vongsouthi, Director of Foreign Trade, Vientiane, Laos. 
From: Harry E. Howell. 


Date: February 28, 1956. 
Subject : Hong Kong Prices No. 5. 


It is recommended that license privileges be suspended for 1 year for both 


the importer and exporter subject to their right to a hearing in the following 
case : 


Importer: Nang Keo Oudeune, Rue de Lattre, Vientiane; Patente No. 223 
de 10e classe R. C. No. 89. 


Exporter: Luen On Hong, 212, Wing Lok Street, W., Hong Kong. 


An application for dollar exchange in the amount of United States dol- 
DE nin aeendnierngapimiticedincsnnscesesec needa pend anenen aeace enema mene cate ta ee $60, 700 
was made for 12 Alcon gasoline water pumps, 7,000-gallon capacity. 
The correct price out of stock in Hong Kong is $220 per unit: The 
Goerec’. COCR Mii cciiccee eee eee dannnentnans 2, 640 


Excessive: billing... ..166incedcnsinttl ines isnindinaainadonadl 58, 060 


License application M. E. 11, meeting February 2, 1956, should be refused 
with formal notification of the above recommended action. 


OFFICE MEMORANDUM 


To: Mr. Say Vongsouthi, Director of Foreign Trade, Vientiane, Laos. 
From: Harry EB. Howell. 

Date: February 28, 1956. 

Subject: Hong Kong Prices No. 6. 


It is recommended that license privileges be suspended for 1 year for both 
the importer and exporter subject to their right to a hearing in the following 
case : 

Importer: Benderitter, Michael, 15, rue George Mahe, Vientiane, Boite 
Postale No. 132; Patente No. 33 de 10e Classe Registre de Commerce 


No. 023. 
Exporter: Yau Tai Cheung Hong, 43 Bonham Strand West, Hong Kong. 
12 Alcon gasoline, water pumps, 3,400 gallons, at US$4,300 each_____ US$51, 600 
True price, out of stock in Hong Kong, including 25 feet suction hose 


and 15 foot cara, UWRIO CRC ic cc ieee US$1, 632 


Wincoselvé BENGE on inn mccain ccemdaanenen US$49, 968 
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License application M. E. No. 26, meeting February 2, 1956, should be refused 
with formal notification of the above recommended action. 


OFFICE MEMORANDUM 


To: Mr. Say Vongsouthi, C. N. I. E. Director, Vientiane. 

From: Howell Group, Vientiane. 

Date: March 14, 1956. 

Subject : Hong Kong Price No. 13, M. B. 41 meeting February 2, 1956. 


In reference to license application of: Kouay Nang Sy, Rue Pierre Morin, 
Patente No. 139 de 10e classe R. C. No. 9 de 1956, for 2 groupes of laundry equip- 
ment at US$18,200 each; total, US$36,400. 

Mr. Wynne reports : 

(1) The proforma was overpriced US$14,090 per unit, at total of US$28,180. 

Further : 

(A) A price of & 1.541,8.0 including their commission, has been quoted by the 
Ekman Foreign Agencies for a type “560” plant complete, etc. * * * (copy from 
estimate) ; 

(B) The price quoted by the Ekman organization is approximately $14,090 
(as I computed it) less than was quoted on the proforma invoice of a Hongkong 
exporter, which was used as an application for an import license to import this 
plant into Laos; 

(C) The Ekman people have no record of quoting on this dry cleaning plant 
to the exporter involved or to any other firm or individual in this area; 

(D) Where the importer who submitted the proforma in question obtained 
NORVA Maskinfabrik A/S descriptive pamphlet covering this plant remains 
unknown ; and 

(E) It is quite evident from the investigation that the Hong Kong exporter who 
prepared the proforma and the Lao importer who used it as a basis for his 
application for an import license, were acting in collusion with the intent to 
defraud, (1) the United States Government who is supporting the Lao import 
program with United States dollar funds and the (2) Lao people, by bringing 
in overpriced equipment which could only result in higher prices for dry 
cleaning in Laos. The fraudulent scheme may have involved the intent to 
defraud, with the aid of a corrupted Lao, through illegal currency manipula- 
tions without any intent to bring the plant into Laos at all. 

Under the circumstances not only should the license be refused but sanctions 
should be taken against the importer and the exporter. 

H. E. Howe rx. 


OFFICE MEMORANDUM 


To: Mr. Say Vongsouthi, ©. N. I. B. Director, Ventiane. 
From : Howell Group—Vientiane. 

Date : March 13, 1956. 

Subject : Hong Kong Prices Na. 12. 

Proforma ME 29, meeting February 2, 1956: 

A pro forma of the South Sea & Co., 36 Bonham Strand, W. 1, Hong Kong, files 
with an application for licence by Ets Inchankang, 57 Quai de Pavie—Vientiane, 
Reg. de Commerce No. 109, Patente Nr. 73 de 10e classe, shows: 50 metiers a 
tisser des tricots, fonctionnement electrique a mouvement automatique (complet 
avec tous accessories pour montage). 

Marque: Washington, origin: Hong Kong: US$1,550 each, total, US$77,500; 
the correct price is HK $1,500 or US$262.70, total, US$13,135; overpricing, 
US$64,365. 

We recommend that no licences be issued for goods from this exporter and that 
the importer should be required to appear before CNIE to show cause why his 
licence privileges should not be suspended for 6 months. 

The proforma should be retained in the files of the C. N. I. B. 


H. B. Hower. 
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OFFICE MEMORANDUM 


To: Mr. Say Vongsouthi, Director of Foreign Trade, Vientiane—Laos 
From: Harry HK. Howell. 
Date: February 28, 1956. 
Subject: Hong Kong Prices Nr. 7. 
It is recommended that licence privileges be suspended for 1 year for both the 
importer and exporter subject to their right to a hearing in the following case: 
Importer: Ets Univers, Rue Pierre Morin, Vientiane, Laos; Patente no 2 
de 9e Classe R. C. No. 12/1955. 
Exporter; Yee Sang Chong, No. 48, Connaught Road W., Hong: Kong. 


12 Alcon electric water pumps, 12,000 gallons, at US$5,200 each_.__. US$62, 400 
True price, complete out of stock, at US$283 each____---_-_----__- 3, 396 
Ee I sis Sachets staiicea ti eninneecctica tigen nica Ricci ir ltd eae 59, 004 


Licence application M. E. No 64, should be refused with formal notification of 
the above recommended action. 


OrFIcE MEMORANDUM 


To: Mr. Say Vongsouthi, Director C, N. I. E. Vientiane. 
From : Harry B. Howell. 

Date: March 2, 1956. 

Subject : Hong Kong Prices Nr 11. 


The following exporters whose names appear on recent license applications 
eannot be located at the addresses given in Hong Kong or the addresses are 
obviously not business premises. 


Lok Yuen Trading Co., 91 Des Voeux Rd., Application No, 237. 
Yen Seng Fat Hong, (Application for Nita Press Stuos) at $2.85, dozen. 
Tack Fat (Shen Chong, Shin Shong), snap fasteners. 

The following import license should be refused. Proforma M. DB. 48. 


Importer: Kouay Guee Land, 164 Rue Marechal Joffre, Vientiane, Patente 
Nr 154 de 9e classe R. C. No. 10. 


Exporter: Tat Ming Engineering work, 51 Wing Hong Street, Hong Kong. 
ih) Ce ea ee a ee a ee USS6, 600 
Correct price from Tat Engineering work is $590 each___._________--__ 2, 950 


H. B. Howe. 
OFFICE MEMORANDUM 


To: Mr. Say Vongsouthi, Director of Foreign Trade, Vientiane. 
From: Howell group. 

Date: February 16, 1956. 

Subject : Hong Kong Prices No. 4. 


In the last group of license applications there was an item of 600 cases of 
Gourmet Powder, Ve Lit, at $75 per case—US $45,000. 

The price of a case of 120 tins each 2% taels or 3% ounces including the pack- 
ing case for export should not exceed $39.60. 

The total should be $23,760 an excess of $21,240. 

We recommend: 

(a) That this, and all other licenses for which letters of credit have not been 
issued be rejected or withdrawn where (1) the precise contents of the case 
and size of tins is not shown; (2) where the price exceeds $39.60 per case or $4 
per dozen. 

(b) That this particular importer be advised that any further submissions 
of exorbitant or false prices will result in suspension of license privilege. 


H. B. Hower. 
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OFFICE MEMORANDUM 


To: Mr. Say Vongsouthi, Director of Foreign Trade, Vientiane, Laos. 
From: Harry BE. Howell. 


Date: February 29, 1956. 
Subject : Hong Kong Prices No, 10. 


Importer: Khau Lic Seng, 7 Pace de Marche, Thakhek; Patente de 10e classe 
No. 297 ; Registre de Commerce No. 57. 


An application for dollar exchange in the amount of United States dollars was 
made for $20,088, 3 sets power engines, oil. 


The correct price is $2,831.45 per unit, a total of $8,500 instead of $20,088. 

This should be refused and the importer advised he will be suspended from 
license privileges if this overpricing continues. 

License application M. E. 30, meeting February 2, 1956. 

H. B. Howe. 

Mr. Sraptes. I might say a good deal of your difficulty comes from 
imports that come in purchased with cash grants. 

Mr. Passman. Will you repeat that statement ? 

Mr. Srartes. In cash grants ICA just turns over the money, and 
although ICA reputedly has some voice in approving import licenses, 
these are many of which ICA does not know about. Neither the ICA 
mission nor Washington has ever received any accounting. 

Mr. Passman. When we turn the dollars over to the credit of the 
Lao Government, 35 to 1, we lose control of the dollar and in many 
instances we have no knowledge of what is done with the dollars? 

Mr. Sraries. We do not know. 

Mr. Passman. That can remain in the record ? 

Mr. Sraptes. That can remain in the record. 

Mr. Gary. This committee has received information to the effect 
that these import invoices are printed in French. 

Mr. Srapies. That is our understanding. 

Mr. Gary. And although the ICA has the authority to review those 
invoices, that the man who was assigned to the task of reviewing 
them could not speak or read French and therefore did not know 
what was in them and consequently the checking of the invoices was 
ineffective. 

Mr. Sraptes. We have heard of that but we have no evidence of it. 

Mr. Passman. We were told on very good authority that of the 
entire ICA mission there only two of them could speak French, the 
language of the country. 


PERSONNEL ASSIGNED TO ICA MISSION IN LAOS 


Mr. Taser. How many personnel do they have there? 

Mr. Srapies. They had 70 or 80 American personnel there about a 
year and a half ago. 

Mr. Taser. In what capacities? 

Mr. Srarres. In October 1956, which is the last reading we had on 
it, bearing in mind we are still in the process of completing our 
audit, they had 69 American personnel, of whom 30 were technicians 
and people supporting technicians. 

Mr. Passman. ICA only, or does that also include the military ? 

Mr. Staptes. ICA only. 

Mr. Ketier. They do not have a MAAG group in Laos. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 
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Mr. Passman. It is my understanding that some of the ICA per- 
sonnel assigned to Laos have received recent promotions and have 
been transferred out of Laos but are still with ICA. Would you 
care to comment on that situation ? 

Mr. Ketter. We do understand, Mr. Chairman, that in recent 
months there has been considerable switchover and change of per- 
sonnel in the ICA Mission. Whether they received promotions, we 
have not followed through. Our report from the Far East indicates 
there are a number of changes being made in the ICA mission in Laos. 


BYPASSING OF CONTROL PROCEDURES 


Mr. PassmMan. Youstate on page 10: 

“Control procedures of ICA have been ineffective to cope with the 
various malpractices.” That condition still exists ¢ 

Mr. Ketuer. That is right, and even where they have control proce- 
dures, quite often they are bypassed by the Lao Government. 

Mr. Passman. How is that? 

Mr. Ketuer. The control procedures, on occasions, have been by- 
passed by officials of the Lao Government. 

Mr. Passman. They are bypassed by the Government of Laos and 
we tolerate that condition and go on with the program ? 

Mr. Srapies. Yes. What we are talking about here is control pro- 
cedures. The Lao Government had established or designated a 
particular body to pass on import applications. However, other offi- 
cials in the Lao Government also approved tmport licenses which 
did not go through this designated body, and in that way they were 
bypassed because ICA was merely represented on this committee for 
those applications that were processed through this body, but when 
they circumvented that body and an official approved it, it would go 
direct to the bank. 

Mr. Passman. Could it be said with a substantial degree of ac- 
curacy that the Government of Laos accepts our aid and operates 
the program according to its own liking, our wishes notwithstanding ? 

Mr. Stapies. That would bea hard statement to prove. 

Mr. Passman. Does not your statement in itself declare such a 
condition ? 

Mr. Srapres. I am trying to make a distinction between the ex- 
pressed desire of the Lao Government as against the power it may 
have over certain members of the cabinet. 

Mr. Passman. When I am speaking of the Government of Laos 
I am speaking of the officials of Laos. They do accept our aid and 
fix the exchange at 35 to 1 although the prevailing free rate of ex- 
change is 100 to 1, and they have a directive there; and if they do not 
want to comply otherwise they do it their own way ? 

Mr. Sraptes. That is right, but some of the top people in the 
Lao Government have their own interests and are profiting by this. 

Mr. Passman. But the fact remains that my statement is correct: 
If they like what we ask them to do they cooperate, and if they do 
not like it they do it their own way and do not cooperate ? 

Mr. Sraptes. I think that is right. 
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END-USE INSPECTIONS 


Mr. Passman. The last sentence on page 10 of your statement is: 


At the time of our field examination, no end-use inspections were being made, 
principally because the Embassy had restricted mission representatives from 
contacting Lao nationals. 

Mr. Startes. That was reported to us by our Tokyo office. 

Mr. Passman. Is it not peculiar that our personnel are not per- 
mitted to contact these people to ascertain what the end use of these 
articles will be? 

Mr. Sraptes. I do not know the reason for that. It is something 
that we propose to look into here in Washington by speaking to the 
people in ICA, Washington. 

Mr. Taser. Have you done that ? 

Mr. Starters. Not as yet. We only received this report a short 
while ago. 

Mr. oe. How many other countries have you found in which the 
ICA is bypassed by the countries in handling the program ? 

Mr. Sraptes. I cannot think of any. 

Mr. Razer. We had a similar case in Cambodia where in the first 
year the United States Government gave cash grants. This is a kind 
of program that is difficult to control because ICA hands over the 
money first and then asks, “What did you do with it?” In ordina 

rocedures the money is only handed over for agreed-upon commod- 
ities or services. 

Mr. Gary. In other words, Cambodia is similar to Laos? 

Mr. Sraries. In Cambodia it was only for 1 year and a relatively 
small amount. 

Mr. Anvrews. We are giving them dollars at the rate of 1 for 35 


kips and you say the prevailing rate in that area is 100 kips for 1 
dollar ? 


Mr. Srapues. Yes. 

Mr. Anprews. Would that not, as a matter of fact, amount to our 
giving them three times the aid they ordinarily would get? 

Mr. Staptes. That is the natural implication. 


DIVERSION OF COMMODITIES 


Mr. Anprews. On page 9, under the heading “Diversions and over- 
pricing of commodities,” you state : 


Diversion occurred in two ways—commodities consigned to Laos were diverted 
en route, and commodities which reached Laos were illegally shipped out of 
the country. This practice has been attributed to several causes: (1) Inability 
of the Lao economy to absorb commodities in such large amounts. 

That means we are sending them too much. Is that your inter- 
pretation ? 

Mr. Sraries. Commodities, yes. They cannot absorb that much 
commodities. 

Mr. Anprews. And you get back to the 35 to 1 ratio, which is too 
high in your opinion ? 

r.Srapues. That is right. 

Mr. Taper. Where do those excess commodities go? 

Mr. Anprews. They ship them over the border and make huge 
profits on them. 
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Mr. Srapies. That is right. On the mere exchange of currency 
they make something, then when you have these diversions an addi- 
tional profit is made on that. 

Mr. Passman. I think we have made a very good record here as to 
why the representatives of Laos, at meetings in Washington in Jan- 
om of 1958, would not accept our recommendations for currency 
reform. 


CASH GRANTS 


Are cash grants used only in Laos in that part of the world? 

Mr. Straries. They were used in Cambodia, as Mr. Rabel pointed 
out, for 1 year. And they were used in Vietnam. I believe they have 
been discontinued in Vietnam. 

Mr. Razer. Yes, both in Vietnam and in Cambodia. 

Mr. Passman. How did we become involved in this situation of 
making cash grants? 

Mr. Stapies. This cash grant business was started on an emergency 
basis after the Geneva Agreement. When the French left these 
countries it created a vacuum that had to be filled in a hurry; ICA 
had to generate local currency much faster. That is the basic reason 
the Agency gave for initiating this cash grant system. In Laos it was 
aggravated by other conditions too and the fact the country could not 
absorb the commodities anyway. In Cambodia ICA discontinued it 
after the first year. In Vietnam ICA continued it, but in a gradually 
reduced amount, and as Vietnam was becoming more stable ICA dis- 
continued the cash grants. In Laos ICA is still continuing it. ICA 
tells us that in this current year it has been somewhat less than in 
previous years, but we will have to wait until the end of the year to 
find out. 

LACK OF SCREENING OF REQUESTS MADE BY LAOS 


Mr. PassMan. You state on page 11: 


In the first year of program operations, ICA made no provision for screening 
allowable expenditures. 

What does that mean ? 

Mr. Srartes. What happens is that the Lao Government submits 
its military budget, the budget for supporting their military forces. 
This does not include hardware, weapons, but it is for the current 
support, pay, food, housing and things like that. This initially 
has not been subject to screening to determine whether it was 
reasonable, how many men they were providing for, what they were 
buying and what prices they were paying or how they have estimated 
their prices. 


OVERLAPPING OF CONTRACTS FOR SAME WORK 


Mr. PassmMan. On page 11, in the last paragraph, you state: 


Subsequently the execution of contracts with three separate firms caused an 
overlapping of functions. We are informed that 2 new plan has been arranged 
which should correct this condition. Mission investigations revealed that con- 
siderable quantities of ICA-financed road equipment had been abused and 


property control records were inadequate. Our inspection confirmed these 
reports. 


Now, did ICA execute those contracts or could ICA have controlled 
the contracts on this phase and canceled them ? 
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Mr. Sraries. We have not yet sufficiently studied how ICA got into 
these separate contracts. One contract may have been initiated with 
cash grants without the knowledge of the mission, because the report 
from the Tokyo office indicates that the Royal Government of Laos 
had entered into one of the contracts. The other contracts financed 
by ICA were intended for what appeared to be at that time separate 
purposes but they did overlap. 

Mr. Passman. But they were three contracts for the same purpose ? 

Mr. Srarres. They were related. 

Mr. PassmMan. Ov erlapping to what extent ? 

Mr. Staptes. Overlapping to the extent of supervising maintenance 
of roads, taking care of equipment and responsibilities for those. 
While they were intended for what appeared to be separate purposes, 
it was pretty hard to divorce them. 


CONDITIONS IN FOREIGN-AID PROGRAMS FOR OTHER COUNTRIES 


Mr. Passman. You have auditors and investigators in other coun- 
tries. Do you find conditions parallel to these in certain fields in other 
countries ? 

Mr. Srapres. From my personal experience and based on our ex- 
aminations in Vietnam, Cambodia, Korea, and Laos, Laos appears 
to be the worst of the lot. 

Mr. Passman. The worst of the lot, but there are indications of 
similar abuses in other Far Eastern countries? 

Mr. Srartes. Some, but milder. 

Mr. Passman. Would that be true for Thailand? 

Mr. Srapies. We have not examined Thailand. We have examined 
Vietnam, Cambodia, Laos, and Korea. 

Mr. Passman. Do you know whether ICA has followed the recom- 
mendations of consultants sent out to investigate the conditions? 

Mr. Startes. In some cases they have instituted the recommenda- 
tions and in other cases they have rejected them. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


AVAILABILITY OF INVESTIGATION REPORTS ON CAMBODIA, VIETNAM, AND 
KOREA 


Mr. Gary. When will these reports be ready on these other countries 
you mentioned ? 

Mr. Srapies. The report on Korea was issued last year, in June of 
1957. 

Mr. Ketter. We will not have a new report this year on Korea. 

Mr. Gary. You referred to three reports. 

Mr. Strapies. Cambodia and Vietnam are both in the final stages. 

Mr. Gary. Were you including Laos as one? 

Mr. Sraptes. No, sir. 

Mr. Gary. What are the other three, Korea, Vietnam, and Cam- 
bodia ? 

Mr. Sraptes. That is right. 

Mr. Gary. But Korea has already been issued ? 

Mr. Sraptes. That is correct. 

Mr. Gary. Is that a printed report? 
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Mr. Ketter. Yes, sir. 

Mr. Gary. Could you furnish each member of this committee with 
a copy of it? 

Mr. Ketier. We will be very glad to. 

Mr. Gary. When will the other two be ready? 

Mr. Sraries. Vietnam and Cambodia, I would guess, will be re- 
leased within the next 2 to 3 weeks. 

Mr. Gary. We should have them, then, before we complete action 
on this bill? 

Mr. Ketier. We will speed them up as much as possible. 

Mr. Gary. And will you see that each member of this committee 
gets a copy of each of those reports ? 

Mr. Keuuer. Yes, sir. 

Mr. Gary. In February you indicated that you would have some 
reports on the nonmilitary aspects of the foreign aid program in cer- 
tain countries and that they would be al within the next 60 
days. To what did that refer? 

Mr. Ketuer. We were referring to reports such as Cambodia and 
Vietnam. 

Mr. Srapres. We had hoped for 60- to 90-day issuance at that time. 
In Vietnam and Cambodia we were handicapped because the agency 
took over 6 months to give us their comments. 

Mr. Gary. In part I of the hearings on the Mutual Security Act of 
1958 held on February 18, 20, and 25, on page 61 Acting Chairman 
Morgan asked : 


Do you have any comments on the nonmilitary aspects of the foreign aid pro- 
gram that you expect to present to Congress at any time soon? 


Mr. Keller replied: 


There will be some, Mr. Chairman, I would say within the next 60 days. We 
will try to hurry them along. Offhand I do not know which ones will be available. 

Mr. Ketuer. I had in mind Cambodia, Vietnam, and Laos, but we 
will not make Laos within that time; within the next 2 or 3 weeks, I 
would say. 

Mr. Gary. I have no further questions. 


END-USE INSPECTIONS 


Mr. Roonry. At page 10 of the summary I find that the last sentence 
there reads as follows: 

At the time of our field examination, no end-use inspections were being made, 
principally because the Fmbassy had restricted mission representatives from 
contacting Lao nationals. 

What are the details in regard to this and what explanation, if any, 
was given as to the reason for the Embassy and the Foreign Service 
restricting ICA representatives from contacting those nationals? 

Mr. Srapies. That was reported by our Tokyo office, and we have not, 
gone into the details of that. We still have to find out from ICA just 
what were the reasons for that. 

Mr. Roonry. Would you be good enough to make immediate inquiry 
and at this point in the record insert the facts which might back up 
the allegation at page 10 of this summary ? 

Mr. Ketier. Yes, sir. 
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(The information follows :) 


Our Far East Branch at Tokyo reported that this information was obtained 
orally from the controller of the ICA mission in Vientiane who stated that he had 
been so instructed informally by the Pmbassy. 

The report from our Tokyo office did not indicate the reasons for the restric- 
tion. Information from various sources, obtained in the course of our examina- 
tion, suggests that the reasons may be attributable to certain conditions that 
have existed in Laos. The political situation has, since 1955, been unusually 
sensitive; the government was new and inexperienced and political opponents 
charged that it was dominated by the United States; inspections by ICA mission 
representatives allegedly tended to support these charges. As a consequence, the 
Lao Government was reluctant to permit contact with Lao nationals and exam- 
ination of their records. Because of these conditions, together with the possible 
involvement of high Lao Government officials, the Embassy and the mission 
deemed it advisable that end-use inspections be carried out with caution and 
discretion. We understand that the campaign for the elections in early May 
1958 was in full swing at the time of our field examination and, in the light 
of the aforementioned conditions, the Embassy may have considered it politically 
unwise to have end-use inspections at that time. We were informed, subsequent 
to our field examination, that the restriction was temporary and that steps 
have been taken to resume end-use inspections. 


EXCHANGE RATES 


Mr. Atexanper. On this program where the ICA made a contract or 
agreement with Laos to pay a dollar for 35 kips, when was that made? 

Mr. Sraptes. The bilateral agreement between the two countries, 
which I think was in the form of an amendment to the old 1951 aid 
agreement, specifies that counterpart shall be deposited at the official 
rate of exchange. That is a common provision included in almost all 
bilateral agreements. 

Mr, Avexanver. Were kips at that time worth 45 kips to the dollar, 
or were they worth 80 or 90 or 100 kips to the dollar? 

Mr. Srapies. I do not know what the rate was in 1955, but I think 
it can be said that it was generally accepted they were not worth 35 to 
1. The rate was established previously in relation to the French franc. 
The relationship of francs to the dollar was 350 to 1 and there was 
an agreement that the Lao kip was 1 to 10 in relation to the franc, 
which would make it 35 kips to 1 dollar. 

Mr. Atexanver. In talking to your Tokyo office or any other source, 
have you found any evidence of ICA officials or American personnel 
that were involved in malfeasance or failure to do things they should 
have done? 

Mr. Staptes. No. We have found no evidence of any mission per- 
sonnel or ICA employees involved in any malfeasance at all. 


MILITARY PROGRAM OF LAOS GOVERNMENT 


Mr. Atexanver. Do you have any record as to how many military 
people the Lao Government has now under training ? 

Mr. Srapres. No, we do not. You are referring to the Lao Army ? 

Mr. ALEXANDER. Yes. 

Mr. Srapies. We do not know. It is reputed to be twenty-two to 
twenty-five or twenty-six thousand. 

Mr, Arexanper. And you say we are still paying whatever they 


claim is the cost and take the number of soldiers they give without any 
check ? 
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Mr. Srapuzs. For the first year we found that out. I cannot say 
whether or not they are checking or screening the costs now. We did 
not get any information on that from our Tokyo office and that is one 
thing we want to explore further. But in 1956 the information we 
had was there was no screening being made. 

a ALEXANDER, You brought that to the attention of ICA at that 
time 

Mr. Strapies. ICA was aware of it at that time and the United 
States appointed an advisory group that was supposed to do that, 
but then it turned out this group did not have the financially trained 
people who could do that ai What has been done since that 
time is one of the things we have to get into. 

Mr. Atexanper. Would your statement that Mr. Rooney brought 
out apply to this particular situation ? 

Mr. Sraptes. No, it would not, although there was no established 
channel by which the mission could verify just what was the composi- 
tion of the army because there was no liaison established for that. 
The Lao Army is being trained by the French and there was. no direct 
ae of contact between the United States Government and the Lao 

rmy. 

Mr. Avexanper. Do you not think there should be if we are going 
to continue to support it ? 

Mr. Sraptes. There is no question about that. 

Mr. Miter. Will the gentleman yield ? 

Mr. ALexanDer. Certainly. 

Mr. Mitr. Is there not something about the treaty that makes it 
improper for our military people to have any representation ¢ 

Mr. Srapixs. Yes, sir. 

Mr. Miter. And is that not the reason we do not have the check 
there that we have in other countries? 

Mr. Srarixs. I would not say we should not have a check on what 
we are supporting. 

Mr. Mitter, Are we not supposed, under the terms of the treaty, 
not to provide military assistance ? ors 

Mr. Sraries. We are paying the bill for ns a their military 
and I think we should have some means of checking what it is costing 
to maintain the army. 

Mr. Miter. I am wondering what the treaty difficulties are. There 
must be some reason, otherwise we would know as much about what 
they are doing as we do in other countries. 

Mr. Srapzes. I cannot say specifically whether or not it would be 
a violation of the Geneva agreement, My offhand opinion is that 
particular thing would not be. What we are estopped from doing 
under the agreement is using our military forces to train the military 
forces of Laos. I do not know that it goes beyond that. 

Mr. Miter. Off the record. 

(Discussion off the record.) 

Mr. Passman. Do you know of any law, speaking to you now as a 
member of the General Accounting Office, that would prevent the 
United States from having knowledge as to whether or not the equip- 
ment and the supplies that are supposed to be going to particular 
armies are actually going ? 

Mr. Ketxier. It would depend upon the treaty. 
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Mr. PassMANn. Do you know of any such treaty in effect that would 
prevent us from saying that we are going to provide supplies and food 
for an army and then would not give us the right to know whether or 
not the supplies are reaching the army # 

Mr. Ketter. I think it would still have to go back to our agreement 
with the Lao Government, plus the agreement under the Geneva 
Conference. 

Mr. Gary. If we made an agreement of that kind, you would admit 
it would be a foolish agreement. It would be foolish for us to agree 
to support an army and not know whether they are going to have an 
army there or not. 

Mr. Ketier. The question as to the actual strength of the army has 
been raised for the last 2 or 3 years. Nobody seemed to know exactly 
how many soldiers there were—there was no way of verifying it. Sec- 
ondly, the cost factor comes in. It is a 25,000-man army and it is cost- 
ing about $1,000 a man, which is high in that part of the world. 

Mr. Passman. Do you think there would be any better supervision, 
or control, over the military phase of the program than over the eco- 
nomic phase which we have been discussing this morning ? 

Mr. Ketter. I would not know of any reason. 

Mr. Passman. We would be in contact with the same public 
officials ? 

Mr. Ketter. I would assume so. 

Mr. Stapies. May I add something for the record ? 

There are two things that I think are pertinent. One, the Mutual 
Security Act gives broad authority to the President to transfer money, 
make agreements in any way, shape, or form, so he would not, in 
answer to your question, be estopped by law, in my opinion, from 
making an agreement which would call for no inspection. 

Mr. Passman. He could make such an agreement ? 

Mr. Sraries. He could make such an agreement, so that is in re- 
sponse to your question as to our right to examine records. 

Mr. Gary. The chairman’s question was, Do you know of any law 
to require them to do that? He has the authority to do that, if he 
finds it necessary, but certainly there is no law to require him to give 
money to any country without being able to see where the money is 
applied. 

Mr. Srapies. That is right. Part of the bilateral agreement with 
Laos provides that the United States shall receive detailed informa- 
tion relating to the use of released funds which are counterpart funds. 

Mr. Passman. We have that right but it has not been exercised. It 
has not been carried out according to the agreement. 

Mr. Srartes. That is right. 

Mr. ALexanper. Could you give us any definite date when the ICA 
mission in this country was aware of the facts and the situation that 
has been brought out here in this testimony ? 

Mr. Srarres. ICA has told us it has bei aware of the situation 
from the early days of the program and the agency has been working 
on it together with the State Department—as we have said in our 
statement—trying to make a better situation than what existed. 

Mr. Passman. Would the gentleman indicate for the record how 
long this situation has existed ? 

Mr. Sraptes. It goes back to 1955. 
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Mr. Anprews. Mr. Keller, you state on page 9 of your statement: 


Other irregularities took the form of overpricing commodities by falsifying 
invoices and also by delivering inferior goods. 


Could you elaborate on that and give us some more specific cases? 


COMMODITY IMPORT IRREGULARITIES 


Mr. Kerier. In answer to your question, it was reported by our 
Tokyo office that, during the fiscal years 1955, 1956, and 1957, procure- 
ment authorizations totaling $24.3 million were issued. Of this 
amount, $9.8 million was recorded as having arrived in Laos. Of 21 
1CA inspections considered as end utilization checks, 6 involved the 
importation of commodities valued at $369,000 under procurement au- 
thorizations. In 3 of the cases, commodity imports totaling $207,000 
were discovered to be fraudulent through the substitution of used 
equipment instead of new as called for in the import licenses. 

Mr. Anprews. Do you know who the supplier was, or who was re- 
sponsible for the substitution of the used goods for the new goods? 

Mr. Keer. We do not have this information with us. 

Mr. Sraries. We do not have it here but I think we can obtain it. 

Mr. Anprews. I wish that you would and supply it for-the record 
at this point. 

(The information follows :) 


| 


Name and address of supplier Commodity | Invoice Estimated 
imported amount | value 

tii sence tectg ian teieiiaatiiainla tes Psa i 

Tian Hiap Hen & Co. 185/2/3/4 Pra Keo Rd., Suan Kwang | 20 genera- $162, 000 $20, 000 
Tung Sam Yek, Bangkok, Thailand. tors. | 

Dah Chong Hong Trading Corp., 115 Broadway, New York | Sewing 3, 500 1,000 
City, N, Y. machine, | 

Charoen Suk Phanit, Bangkok, Thailand._- aideteundtiaaal Sawmill 42, 000 | 12, 000 
| equip- | | 

ment. 
OB bac ninbinanodem : , pemiacanateea eaed 207, 500 | 33, 000 


Mr. Anprews. You state on page 11: 


The United States has not felt it advisable to request Laos to increase tax 
revenues, or resort to deficit financing to enable it to make a financial con- 
tribution, or make part of the troop payments in kind. 

Would you elaborate on that? 

Mr. Srarres. That was a policy decision made between the State 
Department and the ICA, so we are told—a matter of judgment on 
their part. 

Mr. Anprews. Do you know anything about what that tax rate is? 

Mr. Stapies. I donot know. 





OVERLAPPING OF CONTRACTS FOR ROAD MAINTENANCE 


Mr. Anprews. You state: 


Subsequently the execution of contracts with three separate firms caused an 


overlapping of functions. 


4 


Could you elaborate on that ? 

Mr. Krturr. Yes. This involved maintenance of roads in Laos. 
A contract was entered into the Vinnell Co., Inc., in April 1957 to 
perform supervision over highway maintenance for 18 months. The 
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maximum dollar obligation was set at $450,000. The United States 
operations mission reports that the Royal Lao Government entered 
into a contract with the Universal Construction Co. of Bangkok in 
January of 1957, and extended it for 7 months in June 1957. This 
company was using equipment furnished under the road program and 
rforming the work the Vinnell Corp. was employed to do by the 
CA. Universal first had a contract with ICA, entered into in October 
1956 to receive, store, and service road equipment costing about $1,500,- 
000 brought into Laos from Thailand for the program, and provided 
payment of $25,000 for performance of this function. A second con- 
tract was entered into in October 1956 with the same company to pro- 
vide technical assistance to the Royal Lao Government public works 
ersonnel for road maintenance in and around Vientiane. A total of 
50,000 was authorized for this work. In June 1957, ICA also en- 
tered into a contract with Rader & Associates to provide technical as- 
sistance to the Royal Lao Government, Ministry of Public Works, 
and establish a national department of highways as an operating 
organization. This contract was to run for 24 months with a maxt- 
mum obligation of $400,000, unless terminated in accordance with 
the contract terms. 

In each of these cases, there appears to have been an overlappin 
among the contracts. To an extent, the contractors were gual 
to operate in the same field. 

Mr. Anprews. Of course, at extra cost? 

Mr. Ketier. Yes. 


CARE AND MAINTENANCE OF EQUIPMENT 


Mr. Anprews. You also stated that considerable quantities of ICA- 
financed road equipment has been abused and property control rec- 
ords were inadequate. You say: 

“Our inspection confirms these reports.” 

Mr. Ketirr. Yes. 

Mr. Anprews. Could you elaborate on that, please, for the record? 

Mr. Ketter. We observed that a considerable amount of costly 
equipment in a state of disrepair and partial cannibalization at both 
the Universal and Vinell sites on the outskirts of Vientiane. 

We observed many pieces of equipment at both sites, dump trucks, 
tractors, road graders, jeeps, and so forth, which were in an uneco- 
nomical reparable state. In one case, a Diamond-T truck operated 
only 275 kilometers had been cannibalized for its transmission and 
other parts. In an inspection made by the Vinnell group in July 
and August 1957, of 178 major items of equipment, 28 were classified 
as inoperable and 44 as in poor condition. We discussed our obser- 
vations as to the present condition of the equipment with the Vinnell 
group leader and he stated that current estimates are that only ap- 
proximately 35 percent of the total equipment is now operable. He 
pointed out that the equipment had been operated beyond the break- 
down point and under conditions that were disgraceful. Simple 
things such as oil changes and water were not watched causing ex- 
tensive damages to bearings, shafts, and engines. Our report also 
indicates that they are working on this situation to improve it. 

Mr. Anprews. Now, was the condition of that machinery due to 
being worn out, or a lack of attention ? 
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Mr. Ketrer. I would say from this report, Mr. Andrews, a lack 
of attention, and perhaps—and I am reading my own thoughts into 
this—considering the people who are operating the equipment, the 
had no idea how a piece of equipment of the type should be anenek 

Mr. Anprews. Do you have any idea as to the value of the property 
ruined ¢ 

Mr. Sraptes. I do not believe the record shows any value in terms 
of dollars. It looks like a rough estimate of the total amount of 
equipment would be somewhere between $1,000,000 and $1,500,000, 
and possibly as high as $2,000,000. 

Mr. ANpREWS. Do you know what has become of that property ‘ 

Mr. Srapzes. Well, as much as we know, it is still there. 

Mr. Anprews. And not in use? 

Mr. Srapies. Some of it is being used. Some of it has been used. 
It has not been used properly. It has been abused. Some of it is 
inoperable and the rest of it we presume is still there. 

Mr. Anprews. You state in connection with the police program over 
there you found inadequate maintenance of ICA-furnished transport 
equipment. Could you elaborate on that ? 


Mr. Keuurr. Yes. This deals with the equipment furnished the 
police. 


Mr. Anprews. What kind of equipment was it ? 

Mr. Keuurr. I think, Mr. Andrews, it was mostly vehicles. Our 
report indicates that the maintenance of automobiles or automobile 
equipment is inadequate. Simple service such as greasing and oil 
changes are seldom done. A grease rack was finally installed at the 
police motor pool in V ientiane a few months ao. Although there 
were supposed to be 43 men assigned to the motor pool for repair 
work, we have observed less than 10 men during normal working 
hours in a visit to the area in March of 1958. We were advised that 
the present equipment is m such a state of disrepair that it was planned 
to scarp all and replace with new equipment. United States financed. 
Two-thirds of the replacement needs are programed in the fiscal year 
1959 fund request. 

Mr. Anprews. Do you know anything about the age of the equip- 
ment that is worn out ? 

Mr. Ketxer. Well, I make the assumption. 

That it would not go back beyond 1955 or 1956. 

Mr. Passman. The ‘equipment would not have been very old ? 

Mr. Ketxier. No. 

Mr. Stapies. Supposedly it was new. 

Mr. Ketxer. I would not assume that ICA furnished used equip- 
ment. 

Mr. Passman. Did you state that they were going to discard this 
equipment as salvage and ask for funds for fiscal 1959 to replace it ? 

Mr. Srartes. Here is what our report says: 


We were advised that the present equipment is in such a state of disrepair that 
it was planned to scrap all and replace with new equipment, United States 
financed. Two-thirds of the replacement means a program for the fisca 


vear 
1959 fund requests. 


Mr. Passman. Unless there were some improvements in mainte- 
nance it would need to be replaced again in about 2 years? 
Mr. Srapres. Two years. 
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Mr. Anprews. I have no further questions. 
Mr. Passman. Off the record. 
( Discussion off the record. ) 


CASH GRANTS 


Mr. Miuier. Gentlemen, I find this whole program a little confus- 
ing. Let me see if I correctly understand your statement. 

I gather that so far as the bulk of these funds are concerned, they 
are turned over to the Lao Government on the theory that they 
are not economically able to support the armed forces that we think 
they should support. We put up cash in New York to take care of the 
impact of their military effort on the Lao economy. Is that where 
the bulk of the money goes? 

Mr. Srapres. We put up the cash here as a means whereby the 
Lao Government can obtain local currency. Let us put it this 
way: the Lao Government does not have the money to support 
its military forces. They need that money in their own local cur- 
rency. There has to be a means of providing that local currency 
other than just nihaingary issuances of currency without backing. 
The United States puts up dollars which are converted into local 
currency. The Government turns over the dollars to the National 
Bank of Laos. The bank then gives the local currency to the Govern- 
ment. Then as importers come in and apply for foreign exchange 
in dollars, the bank gets back the local currency from those importers 
which it loaned to the Government. 

Mr. Mirxer. In other words, the transaction converts dollars which 
we allocate here in the United States into imports and commodities 
which are sold, not for dollars but for kips. 

Mr. Srapres. In the case of cash grants it is not necessary that the 
commodities be directly involved because all we do is turn over the 
money. It is later on if that foreign exchange is used for the import 
of commodities that the commodities come into the picture. 

Mr. Mizirr. How can you convert dollars into kips when the kip 
has no exchange value except by using the dollars to buy materials? 

Mr. Sraries. The National Bank of Laos uses the dollars agamst 
which to issue kips to the Government. The Government in effect 
borrows them from the bank. 

Mr. Rasen. The bank would open an account and furnish credit to 
the Government so the Government could draw against the account. 
Or the bank would issue currency. but this currency is backed un by 
dollars which are the same as gold. Otherwise, the bank would have 
to either extend credit or print the paper money without any backing. 
These ICA dollars back up the currency until they can be translated 
into imports, and subsequently the imports are sold to draw off the 
excess purchasing power and keep down inflation. 

Mr. Mirier. So far as our operation is concerned, when does the 
Government of the United States lose control of this, when it is turned 
over to the bank here in this country ? 

Mr. Srapies. Asa matter of fact, that is right. 

Mr. Miuurr. Under our treaty arrangements do we have any con- 
trol of what they do with the money ? 

Mr. Srapres. Very little. 


045 


Mr. Miter. If they squander it we have no legal redress any more 
than when a bank loans money to a customer? If he decides to blow 
it on the races instead of buying real estate, the only redress the bank 


has is to try to collect the money, or not lend to that man again; is 
that it? 


Mr. Srapres. That is about it. 


PURPOSE OF AUDIT 


Mr. Mitter. I got the understanding from you gentlemen that you 
went from the Tokyo office to audit the books, so to speak ? 

Mr. Sraptes. That is correct. 

Mr. Mitier. What were you supposed to find out, what we did with 
the money, or what they did with the money ? 

Mr. Stapies. We were try ing to find out as much as we could, bear- 
ing in mind we were restricted from getting into the Lao Govern- 
ment, but finding out what the mission was doing about trying to get 


some measure of control, and trying to find out what was being done 
with the money. 


Mr. Mitter. What was being done with the money ? 
Mr. Srapies. We were not too successful except in very general 
terms. 


TYPE OF ASSISTANCE TO LAOS 


Mr. Miuier. As I understand the situation, because of the implica- 
tions of the treaty and various other things, we cannot supply any 
military or other related items to their armed forces directly; is that 
right? 

Mr. Srapies. I think that is right. If I understand these agree- 
ments correctly, I think they allow for the replacement of military 
equipment that is already there, but no increment in the overall quan- 
tities of equipment, and ‘likewise there shall be no military establish- 
ment or assistance group maintained by the United States in Laos. 

Mr. Miuuer. So, therefore, this transaction, so far as it is classified 
under the legislation we are working with, includes no so-called mili- 
tary assistance; it is all economic assistance ¢ 

Mr. Srartes. What we are talking about here, sir, is all the non- 
military assistance side of it. 

Mr. Mrrxer. It is all nonmilitary, though the ultimate end is to 
permit them to have military forces? We cannot go into it directly; 
is that right ? 

Mr. Sraries. The ultimate end of it is to support the military side. 

Mr. Miter. So they can support the military 

Mr. Srapries. That is right. 


Mr. Passman. I think it is necessary to keep the record straight by 
saying we do have a military program. What you are testifying on 
this morning represents only about 50 percent of the dollars that we 
have put into Laos. 

Mr. Sraries. That is probably so. 


Mr. Anprews. On page 3 you stated that the military hardware for 
the Laos Army is furnished under the military assistance program ad- 
ministered by the Department of Defense. 

Mr. Srarces. That is right. 
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Mr. Passman. They are testifying here on only about half of the 
total. 

Mr. Mitrer. We are not going into that. This is merely the financial 
support of their currency primarily ? 

Mr. Srarres. Financial support of their currency insofar as it re- 
lates to the financial support of the military forces they have. In 
other words, they have an army which is getting its military equip- 
ment, guns, and so forth from the United States military assistance 
program, but what the ICA program is for is to pay the salaries of the 
army, to house them, feed them, build bases and barracks, and so forth. 

Mr. Mixirr. And the use that is made of this money is under the 
control of the Lao Government, and you have found great difficulty 
in finding out what they do with it; is that correct ? 

Mr. Starres. That is correct. 

Mr. Ketier. Let us put it this way: we have found out that ICA is 
having a hard time, too. 

Mr. Srarres. Apparently nobody can find out. 

Mr. Mixer. Did you find in your examinations any indication of 
misconduct so far as United States officials were concerned ? 

_ Mr. Srarres. We did not. 


PROBLEMS IN ADMINISTERING PROGRAM 


Mr. Muer. The trouble apparently is with the program rather 
than the individuals; is that a correct statement? 

Mr. Sraptes. It is rather manifold. You have to take into consid- 
eration the type of program, the absence of any kind of control over 
the program, the instability and inexperience of the Lao Govern- 
ment. It is not any one thing. , 

T think it is a whole manifold of things chucked into one basket, 
and there you have a bunch of problems. 


UNITED STATES CONTROL OVER IMPORTS UNDER MSA PROGRAM 


Mr. Mriter. When this money gets into the hands of the Lao 
Government, is there anybody on our side, any American official, who 
is in a position to say, “You cannot import that, but you must import 
the other,” or does any America have any control of the policy as to 
the use of that money ? 

Mr. Sraptes. Let me put it this way: Laos is supposed to consult 
with ICA, according to the agreement. The Lao Government 
has designated a body within the Lao Government through which 
all import applications are supposed to be processed. In that body, 
ICA has a representative sitting to screen applications. The Lao 
Government has decreed that all import applications should go 
through this body, but it does not work that way. 

Mr. Miter. Suppose that the American sitting there screening 
them screens out contract A. They could still put it through, whether 
he liked it or not ? 

Mr. Srapies. They can. 

Mr. Mirrer. And do? 

Mr. Sraries. And do; yes. 

Mr. Keuirr. Our Government officials sit as observers on this com- 
mittee. As I understand it, they will have no actual power. The 
only thing they can do is exercise influence. 
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Mr. Miruer. They can advise, but they do not have the authority, 
and, actually, if the Laotian Government wants to make a contract 
that we consider inadvisable, or corrupt, our representative can say, 
“T do _ think you ought to do that,” but that is about as far as he 
can go 

Mr. Sraptes. That is right. In addition, in spite of the decree by 
the Laotian Government—and I think this is important, as indica- 
tive of the instability of the Government, itself—in spite of the de- 
cree that import applications be made through this designated body, 
the body was bypassed in a number of cases, and import applications 
were approved by individual ministers of the Government. I think 
this is important to bear in mind. 

Mr. Mitier. Does it not amount to this: that, while under the system 
as set up we have a man that sits with the board that passes on import 
applications, as a practical matter, even though he may oppose a par- 
ticular transaction, the board can overrule him, and does ? 

Mr. Sraptes. That is my understanding. 

Mr. Mitier. Then, in addition to that, there are other transactions 


that never even come before the board and he, possibly, never hears 
about them ? 


Mr. Srapres. That is right. 
Mr. Passman. In effect, if the contract that is under consideration 
seer the officials of Laos, they file their recommendations with the 
oard; if they wish to do otherwise, they enter into the contract 
anyway ; is that just about the situation ? 
Mr. Sraptes. That is just about it. 


NONMILITARY AID TO LAOS 


Mr. Passman. To keep the record clear, net grants and credits, other 
than military, for Laos since the inception of the program have 
amounted to $114,627,000. 

Mr. Starters. Is that cash grants, Mr. Chairman ? 

Mr. Passman. That is exclusive of military assistance. This is the 
record of the United States foreign-grants credit. 

Mr. Mitier. Over what period of time? 

Mr. PassMan. Since we went into the program with Laos, postwar, 
July 1, 1945, to June 1, 1957. 

ccc Rooney. Could we get the figure with regard to the past 5 
years ? 

Mr. Passman. I do not think it is separated here, but we shall ob- 
tain it when Mr. Murphy comes back, if you wish it to be done. 

Mr. Rooney. Very well. I suggest that it might be well if it were 
inserted at this point in the record. ‘ 

Mr. PassmMan. We shall request the controller of ICA to inform the 
committee as to the amount of aid, other than military, provided to 
Laos during the past 5 years. 

(The information requested may be found in the appendix on p. 
1504.) 

Mr. Passman. We shall adjourn until 2 o’clock this afternoon. 

Mr. Passman. The committee will come to order. 

We have with us again the representatives from the General Ac- 
counting Office. Mr. Taber. 
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PERSONNEL ADMINISTERING FOREIGN AID PROGRAM FOR LAOS 


Mr. Taper. Mr. Keller, did you get any information as to how 
many people we have on the rolls at Laos ? 

Mr. Ketter. We were not able to get a current figure during the 
recess. 

Mr. Srarzies. We have data here, Mr. Taber, for October of 1956. 

Mr, Ketter. I take it you want it as of the present time? 

Mr. Taper. That is what I want. 

Mr. Srarces. We have not been able to get that during the recess, 
but for what it is worth we have the figures for October of 1956. 

Mr. Taser. That is a year ago last October ? 

Mr. Sraptes. That is right. 

Mr. Taser. They had how many then? 

Mr. Sraptes. 69 American personnel; 27 local personnel financed 
from appropriated funds; and 175 local personnel financed from 
counterpart funds. You might argue that is the same thing, but they 
do make that distinction. 

Mr. Keuirr. Making a total of 202. 

Mr. Srapres. Yes. Our conjecture is that the American personnel 
has increased by about 20 since that time. 

Mr. Taper. What I am interested in is what all those people do. 
They have about 200 locals and 70 Americans. How could they use 
that many ? 

Mr. Srapte:. That includes 30 technicians and people who assist 
them in carrying out projects on the technical assistance side. ICA 
had 17 people in what it calls administrative jobs, that is, the Direc- 
tor, Deputy Director, Controller, and various people who work with 
them. The ICA problem has been largely a matter of understaffing 
in American personnel. 


POPULATION AND GEOGRAPHY OF LAOS 


Mr. Taser. Laos is a community of about a million and a half? 

Mr. Srarres. About that. 

Mr, Taser. And they are scattered over territory of pretty good 
size; are they not ? 

Mr. Strapries. That is right. 

Mr. Taser. How big? 

Mr. Ketter. About twice the size of the State of Pennsylvania. 

Mr. Srarres. Of course there is a concentration of population in 
certain localities. 

Mr. Taner. And it is mountainous? 

Mr. Srapres. Yes. 

Mr. Taser. There are no large cities? 

Mr. Srartes. No. I donot know how big the capitol city is. 

Mr. Rasen. I have seen the figure of 60,000 for the capitol city. 

Mr. Taper. Is that a place where the capitol has been for a long 
time ? 

Mr. Sraptes. I believe when the French were there Vientiane was 
what you might call the capitol of a province. At any rate, it was 
the leading city. 

Mr. Taser. What kind of highways do they have? 

Mr. Srapres. I would not know exactly what the condition of the 
highways is, but from what we can gather from the information we 
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have, there are a number of roads which would probably be fifth 
or sixth class roads here, that is, dirt roads and very little paved. 

Mr. Taser. What have they been doing with the $30 million or $35 
million a year that they have been getting ? 

Mr. Srarues. I do not know about the dollars but the kips have 
gone to support the military establishment. 

Mr. Taper. The money for this operation is sent to the Bank of 
Laos to be deposited to the credit of the government there; is that 
right? 

Mr. Srartes. That is right; substantially right. 


CURRENCY EXCHANGE RATE 


Mr. Taner. Who gets the difference between the 35 kips for a dollar 
and the 100 kips for a dollar which they are able to get ? 

Mr. Sraptes. It benefits those importers or so-called importers who 
make seperate for import licenses and foreign exchange to import 
commodities. They in turn can‘go out and buy kips for 100 to 1 in 
either Bangkok or Hong Kong. They will go into the Bank of Laos 
and deposit 35,000 kips and get $1,000 value in United States dollars, 
but they have not paid $1,000 for those kips; actually they have paid 
$350 for those kips, and that is one way in which the profits are made. 

Mr. Gary. Off the record. 

( Discussion off the record.) 

Mr. Taper. It seems to me that is one of the things that ought to 
be found out first. 

Mr. Gary. But they have no access to those records. 

Mr. Sraptes. I might say, Mr. Taber, ICA acknowledges all of this. 

Mr. Anprews. Off the record. 

( Discussion off the record.) 

Mr. Taser. It looks like somebody was getting a whale of a big 
block of velvet out of this thing, and I think we have to find that out 
before we get too far into it. 

Mr. Avexanper. Off the record. 

(Discussion off the record.) 

Mr. Passman. I do not like to interrupt the gentleman’s examina- 
tion, but I think you said this morning we do not have the right to 
question the Laos officials? 

Mr. Srapres. That is right. 

Mr. Passman. Where the kips are officially 35 to 1, these people 
exchange them otherwise for 100 to 1, and buy merchandise on that 
basis and bring it in and black-market it? Is that the situation? 

Mr. Srartes. That isthe situation. Once ICA has put up the money 
and once an applicant has made application, even though ICA has 
passed on his application the agency does not know where he got those 
kips and is not in a position to find out. 

Mr. Taner. Nobody knows what the Bank of Laos gives to the rul- 
ing spirits in Vientiane? 

Mr. Srapies. Nobody knows precisely, because I would imagine 
whatever is done along that line is not recorded in books of accounts 
where anybody can look at it, just as whatever graft we have in this 
country would not be recorded in books of accounts. Officially the 
bank is receptive to an application for an import license. A man 
comes in and wants $1,000 of import license and he puts up 35,000 
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kips. They do not delve into where he got the kips. It is the things 
that happen behind the scenes that make up this whole story. 

Mr. Taper. Does the fellow who brings the kips in give the bank 
100 kips for a dollar? 

Mr. Sraptes. No; he does not, sir. 

Mr. Taser. He does not ? 

Mr. Sraptes. No. 

Mr. Taser. He gives only 35 kips for a dollar? 

Mr. Srapies. That is right, because that is the official rate of 
exchange established by the government. 

Mr. Taser. And of course the bank deals only with the official rate? 

Mr. Srapies. Yes. 

Mr. Anprews. Will the gentleman yield ? 

Mr. Taper. Yes. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 

Mr. PassmMan. We were told this morning that Laos made an agree- 
ment, and if they liked it they went along with it, and if they did not 
like it they did as they pleased and we tolerated it. That is a correct 
statement, is it not ? 

Mr. Sraptes. Yes, sir. 


SUPPORT OF THE ARMY 


Mr. Ketier. The United States Government is paying $25 million 
for the support of the army. 

Mr. Anprews. Is that a year? 

Mr. Ketirr. Yes. That is where a substantial amount is going. 
There is no way we are aware of to find out what the actual cost of the 
army is. How much difference there is between the actual cost and 
what we pay, we don’t know. 

Mr. Taser. Would it be a hard job to find out what they pay their 
troops? 

Mr. Srapies. There is more to it than that, Mr. Taber. ICA has 
nothing that can be documented. You get it from people involved 
in the operation of the program. The army is pretty well dispersed. 
It is trained by the French and the pay scales are set pretty much by 
the French. They are not set, as I understand it, uniformly through- 
out the country. They are allegedly more than what the norm is in 
that part of southeast Asia. Laos presents a line item budget of what 
their military support is going to be and it has been pretty much 
accepted at that. We do not know whether or not it is actually costing 
that much; we do not know whether it should cost that much; we do 
not know whether the wages they pay are higher than they should be, 
because nobody has been able to get to the expenditure records. 

Mr. Passman. And we are deprived of getting that information ? 

Mr. Srapres. ICA cannot get it and of course we cannot get it 
either. 

GEOGRAPHY OF COUNTRY AND EDUCATION OF PEOPLE 


Mr. Taper. What sort of a country is Laos? 

Mr. Srartxs. Pretty primitive, from what I understand. I have 
not been there personally, but from everything I have read it is 
pretty primitive. Only 8 percent of the land is cultivated and over 
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90 percent of the people are illiterate, so you are dealing with a coun- 
try that is very backward, probably one of the most backward coun- 
tries in the foreign aid program. 

Mr. Taner. How much ac reage is there in this country ? 

Mr. Srartes. I do not know. I cannot answer that. The biggest 
industry is ricegrowing. I do not know what the cultivatable area 
is but the greatest single occupation is farming. 

Mr. Gary. Off the record. 

( Discussion off the record. ) 

Mr. Passman. Are you familiar with the reported case where one 
of our doctors was pointing out what appeared to be dishonesty on 
the part of some of the Lao people and the Prime Minister allegedly 
gave this doctor 5 days to depart his realm, and he had to get out 
of the « ‘ountry, and ICA was informed accordingly ? 

Mr. Stapues. No; I am not. 

Mr. Passman. That was a matter of the Lao Government saying, 
“Get out of here. You are sticking your nose where you have no 
business.” 

Mr. Taser. This document shows it is pretty mountainous. 

Mr. Sraptes. It isa mountainous country. 

Mr. Taser. How high are the mountains? 

Mr. Sraptes. I really do not know. 

Mr. Taser. Isn’t it about half mountainous? 

Mr. Sraptes. I do not know. 

Mr. Taser. It is not far from the Equator, is it? 

Mr. Sraptes. I do not believe it is. It is a tropical climate. The 
biggest single occupation is rice farmin 

y r. Taber. Rice farming means ales. 

Mr. Srapves. Yes. 

Mr. Taser. In the lowlands? 

Mr. Sraptes. That would be right. Irrigation is a big problem 
there. 

Mr. Taser. How long has the ICA been operating there ?: 

Mr. Staptes. The foreign aid program was in there back in 1951 
when Laos was part of Indochina, part of the Associated States under 
the French. The United States had a single program devoted to the 
three states together. That continued until 1955, when Laos became 
independent along with Cambodia and Vietnam, and then separate aid 
programs were set up for each of the countries. 


AMOUNT OF MILITARY SUPPORT 


Mr. Taper. According to this memorandum you gave us, the total 
military support was something like $84 million. What period of time 
did that cover? 

Mr. Srapies. The $84 million was for 3 years. At the top of the 
page we have a year-by-year breakdown which adds up to $135 mil- 
lion. And down below under generated local currency, there is shown 
$84 million that has gone to military support. 

Mr. Taser. Frankly, I do not think that we are going to know much 
about it when we get through as long as we cannot get at the situation 
and know what they do with the money. It looks like we are pouring 
money down a rathole, does it not? 











Mr. Srapies. Economically, I would say, yes. I cannot speak from 
the olitical side. 

Mr. Ketier. It is my understanding the program is justified strictly 
on the political basis. It is understood to be necessary to support the 
country to keep them on our side. 

Mr. Arexanpber. Off the record. 

( Discussion off the record. ) 

Mr. Passman. If we should continue supporting too many nations 
in too many areas on such a basis it would not be very long before 
we would not have anything with which to support any of them; is that 
a fair conclusion ? 

Mr. Ketter. I think that is right. 

Mr. Passman. Is it true that Red China is also supporting this 
government ? 

Mr. Srapztes. We do not know that Red China supports Laos. As 
far as we can find out, China does not support Laos directly. That 
has been advanced by the State Department, I believe, as one of the 
reasons for endeavoring to hold the present government in power— 
because they have been anticommunistic. 


GROSS NATIONAL PRODUCT 


Mr. Taser. You have a memorandum here that says that $100 
million is the gross national product. Is that the gross national 
product after we provide the $35 million to $40 million of foreign 
aid ? 

Mr. Srarptes. No, sir, the $100 million is before United States aid. 
What we are providing is close to one-half in amount of the gross 
national product. 

Mr. Taser. And giving somebody a bonus. Whom we are giving 
it to we do not know; is that it? 

Mr. Sraptes. That is about it. 

Mr. Taper. I think that is all T have. 

Mr. Passman. Thank you, Mr. Taber. 


OTNER AUDITS AND INVESTIGATIONS 


Gentlemen, while you are here, we may save you a trip back. This is 
an official committee delving into the foreign aid program, Have you 
been requested to make an audit on a contract that exists in Cambodia, 
a road contract where there appears to be collusion between the con- 
tractor and the engineers on the job ? 

Mr. Srapres. No, we have not been requested, Mr. Chairman, to 

make the audit. 

Mr. Kerrier. If you could identify the particular contractor, it 
would be helpful. We have done some work as assistance for a sub- 
committee of the House. 

Mr. Passman. You are referring to a Government Operations sub- 
committee of the House ? 

Mr. Ketter. Mr Hardy’s subcommittee. 

Mr. Passman. That is what we are referring to. Are you familiar 
with the case mentioned ? 

Mr. Ketrer. To the degree that we participated in it, and to the 
degree that we have followed the subcommittee’s hearings. Our work 
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was limited to examinations of the contractor’s records in New York 
and Chicago. 

Mr. Passman. Was it brought to your attention that ICA officials 
permitted—and this is not intended as an indictment of them—an 
Indiana contractor to sell to himself certain used equipment at a price 
slightly under $1 million and that later this contractor deposited the 
money to the credit of a firm in Liberia? 

Mr. Ketter. That has been brought to our attention to the extent it 
has been disclosed in the hearings by the subcommittee. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. The committee established that there appeared to 
be collusion between the contractor and the engineers on the job? 

Mr. Stapies. We do not know. 

Mr. Passman. Do you know whether or not the case has been re- 
ferred to the Department of Justice ? 

Mr. Sraptes. I do not know. 

Mr. Ketter. The committee, as I understand it, held some hearings 
yesterday. Whether they were on this same contractor or not, I do 
not know. 

Mr. Passman. Did you audit another file whereby the ICA had es- 
tablished an estimate of engineering fees and this information later 
got into the possession of an engineering firm in New York, and the 
bid for the engineering contract was almost identical with the amount 
in the estimate? 

Mr. Ketxer. It does not ring a bell. 

Mr. Sraries. They generally make estimates and then invite offers. 

Mr. PassMan. The contractor would make an offer or a bid to ac- 
complish a certain amount of work for dollars and cents. 

Mr. Ketxer. Is this in connection with the same contract? 

Mr. Passman. Off the record. 

(Diseussion off the record.) 

Mr. Arexanper. Off the record. 

(Discussion off the record.) 


DELAY IN SUBMITTING REPORTS TO CONGRESS 


Mr. Gary. Mr. Keller, in your summary that you gave us you speak 
of the investigations that you have made in certain other countries— 
Vietnam, Cambodia, and Korea. Then you say— 

A draft of our report on the three countries was sent to ICA in July 1957 for 
its review. The agency’s comments were not received until January 1958. 

How long do you wait for those comments ordinarily ? 

Mr. Ketter. That is an unusual length of time. Ordinarily we 
would get them in a much shorter period. Why this took so long I do 
not know. We would like to get comments, and we usually get them, 
but sometimes it is like pulling teeth to do it. 

Mr. Gary. This investigation was made primarily for the benefit 
of the Congress. 

Mr. Srartes. That is right. 

Mr. Gary. Why should you not make your report to the Congress 
without waiting 6 months for an agency to reply ¢ 

Mr. Sraries. We have an unusual situation in ICA, Mr. Gary. 
First of all, let us start off on the premise that when we send a report 











up to Congress we want it to be as fair and as factual and as complete 
as possible. We do not want to be caught in a box with incomplete 
information any more than we want to mislead Congress. In ICA 
there is no possibility under the sun for anybody to get a complete 
story in just the ordinary course of things. ICA has recognized that 
itself. The operations are so completely dispersed there is no one per- 
son at any one place where you can get a full story on anything, and 
because of that we never know until we send a draft report to ICA 
whether we have a full and complete story, whether we have all the 
facts that we need to have. Therefore, we have been most reluctant to 
send a report up to Congress without having it cleared with the 
agency. We do not accept what they tell us, but whatever factual 
information they give us that will make a better story on a given point 
we will include in our report. We feel that by doing that we give a 
better report to the Congress. 

Mr. Gary. Then you say later on, 

The examination in Laos was made in March 1958, and a draft report thereon 
was received by us in late April. 

Mr. Straptes. That is right. 

Mr. Gary (reading) : 

Release of this report depends very largely on how long ICA requires to re- 
view the draft and forward its comments to us. 

Seemingly, in this particular case, where the indictment is as strong 
as it is, the ICA should furnish you this information very quickly be- 
cause they ought to be anxious to correct this record if they have any 
comments to make. But if they do not reply quickly, then I think it 
is important for you to require them to give prompt consideration. 

Mr. Ketter. The committee has the substance of the report on Laos 
as a result of our testimony today. 

Mr. Passman. How much longer would you wait for the ICA com- 
ment before you would finally complete your report and send it to 
Congress? 

Mr. Srapies. That is a hard question to answer. This is the first 
time we have ever been taxed to what I told the ICA was almost the 
limit. As a matter of fact, in the last communication I sent to them 
I told them bluntly we had just about reached the end of our rope. 

Mr. Passman. That you had withheld the information from Con- 
gress about as long as you could ? 

Mr. Sraptes. If they did not come through we would have to send 
it up and we would have to make a qualification in our report to the 
effect that this is the best that we can do and ICA just did not give 
us their comments, or did not help us, or cooperate with us within a 
reasonable time. We had just about reached that point and I was talk- 
ing to John E. Murphy, the Controller, and I think that he expedited 
it. 

Mr. Passman. The report you provided the committee this morning 
was brought about by a direct request from the Appropriations Com- 
mittee to submit a summary report ? 

Mr. Srapues. That is right. The Laos case is a bit out of the ordi- 
nary in the sense that we have made an audit from the Washington 
side, and we had only intended that to be a kind of appendage to Viet- 
nam. While the whole thing was in es we began to become very 
uneasy about various stories we had been told and from informa- 
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tion that came to us. Then we decided that we had a responsibility 
to the Congress and that we should go in and make an on-the-spot 
survey to enable us to talk more authoritatively, and that is when 
we decided we would hold off on the Laos report. 

In the meantime, ICA had been examining our draft report so 
that there had been an accumulation of information gathered, some 
of which has been confirmed and cleared with ICA, and that is about 
what makes up the story on Laos at the present time. 

Mr. Passman. Repeating, this summary report was expedited by 
a request of a committee of Congress? 

Mr. Keiier. Yes. 

Mr. Passman. I think that you have been as fair as you can pos- 
sibly be and I want to commend you. You have made an informa- 
tive contribution to this committee’s work. 

Mr. Ketter. Thank you, Mr. Chairman. 

Mr. Anprews. Off the record. 

( Discussion off the record. ) 

Mr. Passman. I repeat that you have been very helpful in pre- 
paring this summary report on Laos and some information on other 
nations of the Far East. You have been factual in responding to 
the questions that have been propounded today. I think that I speak 
for the entire committee when I say that we are grateful that you 
would drop other matters and put your staff to work on this report 
and comply with our request so quickly. This subcommittee re- 
quested this information only last Thursday and you are here today 
with a rather complete report, and ready and willing to answer 
factually from the record any questions that you can. Not every 
time do we get such direct and factual answers as you so saw fit to 
give us today. 

Mr. Keiier. We thank you very much. 

Mr. Sraptes. Thank you, Mr. Chairman. 

Mr. Passman. The Committee will stand adjourned. 


Tuurspay, May 15, 1958. 


STATEMENT OF SUPREME ALLIED COMMANDER 
IN EUROPE 


WITNESSES 


GEN. LAURIS NORSTAD, SUPREME ALLIED COMMANDER, EUROPE 
(SACEUR) 


MAJ. GEN. THOMAS W. DUNN, USA, CHIEF, PROGRAMS DIVISION, 
SHAPE 

HON. MANSFIELD D. SPRAGUE, ASSISTANT SECRETARY OF DE- 
FENSE, INTERNATIONAL SECURITY AFFAIRS 

CHARLES H. SHUFF, DEPUTY ASSISTANT SECRETARY FOR MILI- 
TARY ASSISTANCE PROGRAMS, INTERNATIONAL SECURITY 
AFFAIRS 


Mr. Passman. The committee will come to order. 
We are honored to have with us this morning Gen. Lauris Norstad, 
supreme allied commander, the NATO Forces. 
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= shall be pleased to hear from you at this time, General Nor- 
stad. 

General Norsrap. Thank you very much, Mr. Chairman, gentlemen. 
Mr. Chairman, members of the committee, I am pleased to appear be- 
fore the Foreign Operations Subcommittee in support of the Mutual 
Security Act of 1958. I shall, with your permission, confine my re- 
marks to my command in the European area, since there lies both my 
ee and my experience for the past several years. 

was privileged, a little more than a month ago, to appear before 
the Senate Foreign Relations Committee and the House Foreign Af- 
fairs Committee on this same subject. I stated then that I felt no 
American dollar has given us more defense than the dollar spent on 
our military assistance programs. I should like to reiterate that state- 
ment today, and to amplify it by saying that I feel this is particularly 
true in the NATO area. 

In NATO, a unique organization has been built in peacetime—a 
vast and truly integrated defense alliance to prevent war. This or- 

nization has grown steadily since it was begun in 1951, until it 

as become the single most important element today in our security. 
Its forces have been built by the combined effort of all of the member 
nations of NATO, and I should like to emphasize that these member 
nations can all be proud of what they have accomplished. The United 
States can take special pride in its own contribution, and especially 
in its assistance programs. For without these programs, NATO could 
never have achieved the success it has enjoyed. 

Although I know you are familiar with the North Atlantic Treaty, 
I would like to recall to you the provisions of its preamble because I 


know of nothing which better states the ideals of the objective of the 
alliance. 


‘ The parties to this treaty reaffirm their faith in the purposes and principles 
of the Charter of the United Nations and their desire to live in peace with all 
peoples and all governments. 

They are determined to safeguard the freedom, common heritage, and civiliza- 


tion of their peoples, founded on the principles of democracy, individual liberty, 
and the rule of law. 


They seek to promote stability and well-being in the North Atlantic area. 

They are resolved to unite their efforts for collective defense and for the 
preservation of peace and security. 

In furtherance of these principles, our strategy has as its first pur- 
pose the prevention of war. Our plans, and the organizations set up 
to implement them, have been defensive. So true has this been that 
no one—not even the Soviet propagandists who have tried so fruit- 
lessly to convince the world to the contrary—can mistake it, or suc- 
cessfully represent it otherwise. 

A second purpose of our strategy has been to defend the peoples and 
territories of NATO in case they are attacked. It has always been 
clear to everyone, however, that we would fight only if attacked— 
only if our primary effort to prevent war should fail. 

From these ideals and purposes have developed the organization 
and the military forces of NATO, some under purely national control, 
some under allied command, but all directed and coordinated to deter 
war and to achieve security for the Atlantic community. 

Ever since World War II, the word “deterrent” has been associated 
with heavy strategic forces only, but the progress NATO has achieved 
permits us—in fact, requires that other elements now be considered as 
contributing to our deterrent. 
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The long-range, heavy retaliatory forces continue to be of the great- 
est importance to the deterrent. They are absolutely essential. ‘How- 
ever, they are outside of my command—under national rather than 
allied control—and I will, therefore, not discuss them in detail. I 
will just say this about them; all of our plans in Allied Command 
Kurope are based upon the assumption that the retaliatory forces will 
continue sufficient to their task. 

Within my own command, a force has grown up—from practically 
nothing in 1951 when Allied Command Europe was formed—to take 
a place alongside the retaliatory forces in the deterrent. This force 
has been called the NATO shield. 

Because there has been some misunderstanding in the public mind 
as to the functions of the shield, I would like to dwell on these forces 
for a moment. 

The shield is sometimes thought of as consisting of solely conven- 
tional forces. They are not. As the air, sea, and land forces defend- 
ing the forward line of NATO, they retain a conventional capability, 
but they have a fully integrated nuclear capability as well. In fact, 
minimal as are these forces, they can effectively do their job only if 
equipped with and trained in the use of the most modern weapons of 
all types. 

The first phase in the development of the shield was represented 
by the requirements established in 1951. Those requirements, based 
upon the weapons available at that time, were most entirely conven- 
tional, and called for very large forces. 

The second phase came in 1954, when NATO revised its plans 
drastically because of two factors that had become important. It 
became apparent that because of its size, a largely conventional shield 
would be extremely difficult to support over the long haul. Second, 
nuclear weapons were becoming available in types and quantity so 
that lesser forces appropriately equipped with them could perform 
the task. As a result, force requirements were drastically reduced, 
and modernization plans were accelerated. 

Third phase plans for the shield have now been prepared. In gen 
eral, they proc eed from the 19% 54 plans, and project into the 1958-65 
period. They and increasing—threat, and 
accommodate to the new weapons we can anticipate during that 
period. They call for certain adjustments in numbers of forces of 
some types and in some areas, and for considerable modernization, 
including nuclear weapons on a wide basis. 

The forces env isaged are, I feel, within the capacity of the alliance 
to produce. Because they are truly minimal, these forces must be 
equipped with the most modern weapons, including nuclear weapons, 
deployed and available on a wide basis throughout Allied Command 
Europe. 

The military assistance program plays an extremely important part 
in these plans, which have been tailored to keep in step with the 
changing needs I have described. In this respect, you will note that 
the level of assistance for conventional items decreases as the pro- 
portion for modernization becomes larger. An essential item in this 
year’s program is the additional number of missiles and modern air- 
craft. These are a part of a phased program to permit our allies 

to play the important role they must if we are to have an adequate 
collective defense against the threat we face. 
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I have been speaking of only one of the areas of the worldwide 
threat your committee is considering. It will interest the committee 
to know, however, that our plans are carefully coordinated with 

national forces that contribute to the deterrent, so that there is no 
duplication of effort, and so that we take maximum advantage of 
working closely together. 

As I mentioned earlier, Strategic Air Command, along with the 
United Kingdom Bomber ‘Command, which has been built up in 
recent years, continue to be an effective deterrent against a deliberate 
large-scale war. There are, however, circumstances other than de- 
liberate that could provoke a major war. An undefended frontier 
in Europe could invite a border incident, or a probing operation. On 
the other hand, an adequate shield would perform the function of 
deterring such incidents, and thus would serve to perfect and complete 
the overall deterrent. 

A related aspect of this function of the shield, which I consider so 
important as to place in a separate category, is that it gives us an 
essential political and military flexibility. If there were no shield— 

or if the shield consisted of only token forces—then we would find 
ourselves in the position of having to use major force for minor 
threats—no choice between all or nothing. This does not mean that 
we envisage the possibility of a limited war in the critical eastern 
frontier of this alliance. Such incidents, I fear, would not remain 
limited. The point I wish to emphasize is that by having forces ade- 
quate to deal with such occurrences, we lessen the likelihood of their 
occurring. 

In addition to the other functions of the shield, there remains the 
collective obligation to provide real defense of the peoples along this 
line. The European nations joined the alliance—just as did the 
United States—to reap the benefits of collective effort. We do not, 
however, propose that the shield would do this job alone. It could 
not, with the minimum forces we plan; all that we ask of the shield, 
is to hold long enough to protect the NATO peoples and territory for 
the relatively short period until the heavy retaliatory forces can be 
effective. This, I feel, we can—and must—be able to do. 

The shield I have been describing is largely built. Past military 
assistance programs have contributed in many ways. In addition to 
the weapons and equipment provided, these programs have made 
possible a much greater contribution on the part of our allies to the 
collective defense, and have acted as a catalyst to nourish hope and 
determination. Additional assistance is needed, and this investment 
will pay great dividends, as have past assistance programs, in terms 
of the unity and strength of the NATO alliance and will thus add to 
the security of the United States and its allies. 

Last year, you will recall, I explained that I thought the most useful 
thing IT could do for this committee was to get right into the field 
for which I was responsible, and to which the United States makes 
such a substantial contribution, not only in terms of forces, but per- 
haps particularly through the aid legislation which has been passed 
by the Congress in the last several years. 

I might say again that the progress that has been made—and I 
am going to point out some of that progress later—would have been 
impossible had it not been for these aid programs. I would like to 
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repeat what I said before the Foreign Affairs Committee of this House 
just about a month ago that I think it is a demonstrable fact that the 
United States gets more return, more security per dollar spent in these 
aid programs than for any other dollar that this Government and the 
people of the United States invest in security. 

As I think we discussed, when you visited my headquarters last fall, 
Mr. Chairman, I would like to talk at this time specifically about the 
forces and about the plans of Allied Command, Europe, for the next 
5 years, because those forces and plans are influenced—in fact are 
dependent upon—the action that you gentlemen take at this time. 

With that general backgr ound, I would like to go to my charts, if 
I may, and give you a very quic k review of the functions of my com- 
mand, some bac keround of NATO in Europe, and then speak specifi- 
cally about the changes that we envisage in the course of the next 5 
years. 

Mr. Passman. I wish to make one observation at this point, then 
J shall not interrupt you until you have concluded. 

Speaking about the investment, its value would depend entirely 
of course upon whether or not the recipient nation should stand with 
us when the chips were down. That factor: would be taken into 
account, would it not ? 

General Norstap. That would be taken into account, but also, Mr. 
Chairman, if I may say this, some of this is a pay-as-you-go proposi- 
tion, and I would like to point out that if you add up the amount of 
money that the United States has put into Europe since 1947, it ap- 
pears to be a large amount of money. However, if you compare it to 
the amount that the United States would have had to put up if she 
stood alone to provide for her own security, or if you compared it to 
the amount of money that the United States would have to put up 
for even a short time in war, it is relatively a very small amount of 
money. 

Mr. Passman. I undertook to debate that subject with a constituent 
in my district and I got bogged up doing so. He stressed that these 

same nations we are ‘helping today had been able, out of their own 
resources, to build up most power ful war machines. I could not deny 
that they were able to develop their needs on their own, when they 
thought that their countries were worth protecting, and in other pe- 
riods of time, and that they very probably could do so again. 

You can get stopped in your tracks discussing this matter with one 
who develops the other side, as to what. these countries managed to do 
for themselves in World War I and World War LI. 

General Norsrap. I should not prolong this, Mr. Chairman, be- 

‘cause I did not want to take too much of your time, but I have found 
vis approach useful in speaking to groups that raise the same ques- 
tion—and, believe me, I run into the same question. I point out 
to them that all of these countries are, by the estimates of American 
economists and American political experts, making a reasonable con- 
tribution at the present time. The contribution that we are making— 
we as officers of the Government and you as Representatives of the 
people—are not justified merely on the basis of defending this coun- 
try or defending that country. It is justified only on the basis of 
providing for the secur ity of the United States. 
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I think we can all be pleased that in providing for the security 
‘of the United States, we are also contributing to the security of our 
friends and allies, but the primary objective is United States security. 


MISSION OF SUPREME ALLIED COMMAND 


Now I would like to take a few minutes, Mr. Chairman, to review the 
mission of my command, which extends from the northern tip of 
Norway south and east across the continent of Europe, through the 
Mediterranean and out to the eastern boundary of Turkey. 

(Chart No. 1 shown.) 


CHART 1 


SACEUR’S MISSION 


1eTO ASSIST IN DETERRING AGGRESSION. 


2°®TO MAINTAIN CONFIDENCE IN EUROPE __ IN PEACE 
BY PROVIDING AN ENVIRONMENT OF 
MILITARY SECURITY. 


3°TO DEFEND THE PEOPLE AND TERRITORIES |IN WAR 
OF NATO. 





Mr. Wiecteswortn. Is what you are going to say to us proper for 
the record, General 4 

General Norsrap. What I am going to say is for the record, except 
when I get to some figures. I would like those figures to be off the 
record. 

The mission of allied command, Europe, springs directly from the 
North Atlantic Treaty which was signed here in Washington in 
1949. In time of peace, the mission of my command, and of the 
entire NATO establishment, is to contribute, to the maximum extent, 
to the prevention of war, to assist in deterring aggression. I would 
like to emphasize the fact that this mission is the first and most 
important mission of the alliance and of the military command which 
I head. At the same time, our mission includes the objective of 
maintaining confidence by providing an environment of military 
security. 

In the event we should fail in our task of preventing war, we are 
then charged with the responsibility of providing for the defense of 
the people and territories of the NATO countries. 
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I would point out that, although my command includes only 
Europe, it is, of course, clear to all of us that this program con- 
tributes to the security of the United States. For example, one of 
the fields in which we are now moving with increased emphasis is 
air defense, which is of the greatest and most direct importance to 
the United States. 


DETERRENT TO WAR 


It is the first task, that of preventing of war, which has added this 
great weight to the word “deterrent.” Many of you will remember 
when I used to appear before the committee between 1945 and 1949 
in the interest of the War Department, and, later, in support of Air 
Force budgets. At that time, when we spoke of the deterrent, we 
thought in terms only of the heavy, strategic forces. We were think- 
ing then in terms of big bombs ak: big bombers. 

oday, as a result of the alliance and as a result of our forces’ par- 
ticipation with the allied forces, we have given a broader meaning 
to the term “deterrent.” True, it still depends upon the retaliatory 
forces. They remain absolutely essential. At the same time, the 
deterrent also depends up the shield forces, the army, navy and air 
forces that are deployed on the forward line of the NATO countries, 
and charged directly with the responsibility of holding that forward 
line of the alliance. Supporting both the retaliatory and shield 
forces is the will and determination of our countries and their peoples. 
This is the point you touched on, Mr. Chairman. It is the will and 
determination of the member nations, individually and collectively, 
to use these forces in case the alliance is attacked. 
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I would like to speak now [chart No. 3 shown] very briefly about 
the shield, because the military-assistance programs for the NATO 
countries are designed to strengthen it. The shield forces are some- 
times referred to as “conventional” forces. This is incorrect. They 
are not conventional forces, because we are integrating into this 
force an atomic capability. In this sense, they are not conventional 
forces. Another impression is that the shield is exclusively army. 
This also is incorrect, for it has air forces and naval forces in appro- 
priate areas for appropriate functions. 

Because I find that the functions of the shield are not very well 
understood, I would like to cover them here very briefly (chart No. 4 
shown). 

CHART 4 


FUNCTIONS OF THE SHIELD 


| @ TO COMPLETE THE DETERRENT 


2. @ TO GIVE MILITARY AND 
POLITICAL FLEXIBILITY 


3. @ TO DEFEND NATO IF ATTACKED 


The most important function of the shield is to complete the deter- 
rent. We have at the present time an effective retaliatory force. We 
see no technical reason why we should not continue to have an effec- 
tive retaliatory force in the future. If this is true, it is our opinion 
that it is most unlikely that the Russians could, under any circum- 
stances, deliberately decide to goto war. The cost would be too great. 
This adds great weight and emphasis to other fields and other areas 
where dangers might exist. 

For example, if this forward line of the NATO countries were un- 
defended, or were held by only a token force, which would be practi- 
cally the same thing, it amen quite a simple matter for the Rus- 
sians or their satellites supported by the Russians, to move across that 
line. It could be either as a result of a border incident, or more likely 
as a result of a deliberate probing operation to put us in a position 
of political disadvantage. Against an undefended line, this would be 
easy to do, and no substantial force would be required on their part; 
they would get something for nothing, and I don’t have to point out 
to you that this would put us in an extremely difficult situation. The 
member nations of NATO joined the alliance for the purpose of pro- 
viding for their own defense. Such an incursion would be a violation 
of their territory. We, together with the other NATO members, 
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would have the responsibility of doing something about it. Should 
we fail to do something, it is perfectly obvious what would happen to 
the NATO alliance. 

It may be said that this NATO alliance is just another alliance, 
another treaty. That is not the case. I think it is perfectly apparent 
that a great body of American policy has been built on the founda- 
tion of the North Atlantic Treaty, and this is true also of the other 
members of the alliance. 

If we did not respond, in the case I have described, to fulfill our 
obligations under the treaty we would destroy something of tremen- 
dous value. However, if we decide to carry out our obligations under 
the treaty, we would be confronted with the necessity of using sub- 
stantial force ourselves, and I am talking now about heavy retaliatory 
forces. I believe that this country and the alliance would take the 
proper action in a case of this kind, but I do not have to suggest that 
this would be an extremely difficult decision to make. 

On the other hand, if the forward line were defended, and defended 
with reasonable strength, a border incident of the kind I have de- 
scribed could be held in check. If there were a decision to set off a 
probing operation, then there would be force to stop it—not to hold 
an all-out attack, but to hold it for a short period of time. During 
that time, the Russians would have to give consideration, not only to 
the forces of the shield, which are relatively light, but also to the fact 
that this action on their part would compel them to use some signifi- 
cant force, involved in which would be consideration of the full con- 
sequences of the retaliatory forces as well. As a consequence, we feel 
the most important function of the shield forces is really not to fight, 
not even to defend, but to complete the deterrent. 

The second function of the shield, closely related to the function 
I have just described, is to give us a certain amount of political and 
military flexibility. 

I think it is essential that the West have the means of dealing with 
less than ultimate incidents, with something other than massive 
retaliation. We must have some intermediate means. We must 
have some choice, some option, between all or nothing. The shield, 
we feel, is the minimum force which is necessary to give us that 
capability. I am not suggesting that we can have a limited war, 
because I do not think that is possible in the NATO area. It is much 
too critical an area, regardless of what the Russians may decide. They 
may decide they want to keep a war limited, but it is my judgment 
that in a very short time it could not be kept limited. iouerer. if 


we have the means of dealing with these less-than-ultimate incidents, 
with less-than-ultimate means, I think we will prevent those inci- 
dents from occurring, unless of course there is a decision to go to 





069 


World War III. In that case, you force the Soviet decision up to 
the ultimate where all of the forces and factors on our side must 
be considered. Faced with this decision I still firmly believe that the 
Russians would not go to general war. 

The third function of the shield, to defend NATO if attacked, I 
will not elaborate on because it is more or less a conventional one. 
It could of course be argued that the small forces we have are not 
sufficient in themselves to perform the task. I agree with that, but 
it is not contemplated that they would operate by themselves. They 
depend on the operat ation of retaliatory forces and all other forces on 
our side. Working in that context, we believe that they can defend 
and hold in the forward area for the limited period of time we feel 
is necessary. The shield forces are not adequate to carry out a great 
land campaign. They are not intended to. Their job is to hold. They 
cannot do this for a long period of time on a minimum force basis. 
They can only hold for a limited period of time. That period is fixed 
by the time it is necessary, or would be possible, to realize the effects 
of all of the forces on our side. We have not gone beyond this re- 
quirement. There is very little safety factor in these forces. 


RELATIONSHIP BETWEEN UNITED STATES MILITARY AID AND NATO DEFENSE 
EXPENDITURES 


The chart that I want to show now gives a comparison of the 
national defense expenditures and the value of equipment and sup- 
plies delivered under approved military aid programs to the NATO 
countries, including Germany and the United Kingdom. (Chart 
No. 5 shown.) As you see, it covers the calendar years 1950 through 
1957. In 1950, for example, our contribution was 4.6 percent ‘of 
the total national defense expenditures. Then we had a big buildup 
as the result of the Korean emergency. The question then was not 
whether there would be a world war, but when? As I said, we had 
this tremendous buildlup to 1953 w hen we reached a peak, 

Mr. Wicetesworrn. I do not understand just what that is. Four 
point six percent of what? 

General Norstap. The value of the deliveries under military-aid 
programs was 4.6 percent of the total expenditures by the countries 
indicated on the chart for national defense purposes. 
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Mr. WiceiesworrH. We contributed a sum equivalent to 4.6 per- 
cent of their total national defense expenditures ¢ 

General Norsrap. Yes. These are deliveries, Mr. Wigglesworth. 
These are not appropriations but deliveries. The deliveries hit a 
peak of 25.1 percent in 1953. Since then the deliveries have been 
decreasing until in 1957 they were but 6.1 percent. 

Mr. Passman. Of the total expended in the NATO countries? 

General Norstap. That is correct. There is a drop here in the 
total expenditures, but that drop is accounted for by the drop in 
United States aid deliveries. I must point out, Mr. Chairman, that 
these are deliveries from earlier appropriations. I do not want to 
suggest that the delivery curve, which is a sharply declining curve, is 
going to continue downward. That is most unlikely. In addition, 
it may very possibly require, and probably will require, some in- 
crease in deliveries in order to realize the long-range concept. That 
increase may have to take place sometime in the next 2 or 3 years. 

Mr. Passman. In the future ? 

General Norstap. Yes. Deliveries may have to go up to make pos- 
sible the personnel and material savings that I described earlier. 

Mr. Passman. That matter is in the future, and not in the present 
request ¢ 

General Norstap. That is correct. 

Mr. Spracur. It is in the present request now before the Congress 
because what General Norstad has been pointing out to you is the 
tremendously increased missile capability required for these forces. 
A part of these requirements are programed in the 1959 program, and 
the unprogrammed portions will have to be included in future 
programs. 

Mr. Passman. Part of your 6.1 percent covers that portion of the 
program? This will not be in addition? 

General Norstap. No. There were no advanced weapons in the 1957 
deliveries to NATO countries. You have in the legislation that you 
are considering additional missiles and other new weapons. 

In your 1959 program there is a special category that applies to these 
particular weapons. Some of the missile units that I mentioned before 
are in the 1959 program. 

Mr. Passman. You show 6.1 percent of the total military program 
in the NATO nations, 1957. What would this be for 1958? 

General Norsrap. Do you have that? 

General Dunn. We have an estimate of deliveries, of four tenths of a 
billion dollars for the first half of calendar year 1958, but none for last 
half. 

Mr. Passman. Let us get the percentage. 

General Dunn. I do not have the percentage. 

General Norstap. Work it out. 

Mr. Passman. Would the percentage be up or down over fiscal 
year 1957 % 

General Dunn. We do not know, inasmuch as the basic figures for 
1958 are not yet available. 

Mr. Taser. Are those percentages based on the entire expenditures 
of those other NATO countries or does it simply represent a per- 
centage of what they are furnishing in the nature of military supplies 
and equipment ? 
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General Norstap. No, sir; it is their-total national defense ex- 


‘penditure. 


Mr. Gary. Does our contribution of deliveries include our own 
forces ? 

General Norsrap. It does not. 

Mr. Gary. That includes our contribution to their forces? 

General Norsrap. That is correct. That is your aid program. 

Mr. Passman. In addition, General, there are large sums of money 
spent out of the Defense appropriations. Are they included in the 
gray portion shown / 

General Norsrap. No, sir. 

Mr. Passman. Then, as far as the total is concerned, that chart does 
not reflect the full picture ? 

General Norstap. It reflects the contribution that the United States 
makes in the form of military equipment and supplies under the MAP 
to the forces of NATO. It does not include what the United States 
forces require or other United States contributions such as the mu- 
tual weapons development program, the common infrastructure pro- 
grams, etc. The cross-hatched portion indicates what you are doing 
in the name of the people of the United States to develop and main- 
tain NATO forces through furnishing military equipment and sup- 
plies over and above the American forces. 

Mr. Passman. If we are contributing $1,800 million to NATO and 
our defense appropriation is contributing $3.6 billion for airbases 
and personnel, then this figure would actually be 18 rather than 6, 
would it not? 

General Norsrap. That is correct. But it is not, in my judgment, 
on the correct basis. 

Mr. Passman. We were told there were $3 billion out of the De- 
fense appropriations going into the overseas operations. 

General Norstap. What I have pointed out here is the contribu- 
tion that the aid program clearly makes to these other forces. 

Mr. Passman. But we have to keep in mind the total contributions. 
If this chart goes into the record it would indicate that we are only 
contributing 6.6 percent. We find there is twice that much coming 
out of other appropriations for airbases. 

Mr. Mitier. Those other sums include Korea and Spain and a lot 
of countries. 

As I understand, the part that goes to NATO is included. 

General Norstrap. Yes, sir. 

Mr. Passman. The general is completely fair, but we also are mak- 
ing a contribution out of the defense appropriation. This is just 
NATO. To get the true percentage we need to determine how much 
the Defense Department is spending for these purposes. 

Mr. Spracve. No, sir; it bears no relation to it. 

Mr. Passman. Why does it not? 

Mr. Spracur. This does not even use the allied figures. If you 
wanted to use the allied figures it might be pertinent but this is just 
showing a percentage of the military assistance program. 

Mr. Taner. Would there be anything to add to the allied figures 
except our own operations of our militar vy element ? 

General Norstap. Although I presented this chart, I did not pre- 
pare it. I think I borrowed it from Mr. Sprague. I have used it 
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because I thought it presented what might be, from my standpoint as 
a witness, the worst case, because this is the money that you are 
contributing to the armed forces of these other countries. It does not 
reflect the cost of American forces under American policy which may 
be deployed in Europe in the interests of the United States. This is 
what you are contributing to the forces of the NATO nations. I 
thought this was the clearest, simplest, and the worst case I could 
present to you. That is why this chart is presented. 

Mr. Passman. No doubt the chart will go in the record, but we must 
take into account also that if we are spending large sums out of the 
Defense appropriation in those countries for airbases and facilities, 
the expenditures would constitute a military contribution whether 
made to NATO or otherwise. 

General Norsrap. I feel that all this military assistance program is 
a contribution to the security of the United States. If you do in- 
clude your statement, Mr. Chairman, in the record, could you also 
state that this military assistance is even more directly a contribu- 
tion to the United States because this is to support the forces of 
the United States which are deployed according to the policy of the 
United States ? 

Mr. Passman. I shall certainly do that. I only wanted to establish 
that 6.1 is not the whole percentage of the contribution we are making 
to the overall military support of the other nations. 

Mr. Gary. Off the record. 

( Discussion off the record. ) 

Mr. Passman. General Norstad, I am sure that each member of the 
committee will join me in expressing our appreciation for the time 
and interest you have taken to discuss this program with us. 

I should like for the record to show that I will support with my 
vote an appropriation adequate in my opinion to carry out the plans 
as you have explained them this morning. 

I have never accused any witness who appe ared before this com- 
mittee of requesting less funds than he thought he needed to carry 
out the planned projects. I could make a similar observation with 
reference to department witnesses who appear before the other two 
subcommittees on which I serve. They do a good job of requesting 
funds. I am not being critical, but I do not thik we can ever put our 
finger on a case where they insisted we appropriate less money than 
they asked for. 

You have discussed policy and I am certainly going to support 
the policy of my Government when it comes into being. I may dis- 
agree until such time as the commitments have been made but when 
the commitments are made I am going to support the policy of my 
Government. 

It is the policy of this Subcommittee on Appropriations, as well 
as other Subcommittees on Appropriations, to go over the requests, 
get. all the information we can, and do the very best job that we can 
in providing ae 

In the past 3 years had the Congress appropriated the amount of 
money requested by ‘the executive branch, this program would have 
had in excess of $2 billion additional that could not have been spent. 
I think the record has been well established in the last few years that 
the requests were excessive. The Congress made reductions of $2 
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billion and the program is undamaged. This committee must go over 
these requests with a fine-tooth comb and be fair to the witnesses 
and to the country and provide the money that in our judgment is 
needed to fulfill the needs. 

If we had appropriated for all departments of Government, in- 
cluding our own defense, all the money requested for fiscal 1958, we 
wad bare appropriated $5 billion more than the Congress did ap- 
propriate. You would not have very much respect for this committee 
if we did not look for places to make reductions which could be made 
without damaging the overall program. If you did not have a com- 
mittee functioning on that basis, there would be no need to have a 
committee. The purpose of this committee is to get all the informa- 
tion we can. It is to be regretted that occasionally I do irritate cer- 
tain witnesses and perhaps certain members of the committee in the 
process of trying to understand this bill as I should in order to intelli- 
gently defend it on the floor if these questions are presented to me. 

We have a right to disagree, and sometimes disagreement brings 
about the best opinion. 

Off the record. 

(Discussion off the record.) 


GERMAN CONTRIBUTIONS TO NATO DEFENSES 


Mr. Passman. General Norstad, we mentioned earlier that Germany 
is coming up fast and is meeting its requirements to NATO. 

General Norstap. The Germans have contributed, as I pointed out, 
7 divisions; their program calls for an additional 5 which they have 
committed according to a program which we have discussed and con- 
sidered with the German authorities and which we think is satisfac- 
tory. That is, it is satisfactory from the standpoint that they are 
going about as fast as they reasonably can. Their air force program 
is taking a little longer to get started, because they had to raise train- 
ing cadres, et cetera, but they are now beginning to produce squadrons. 
They have given us 1 or 2 squadrons so far. Their program appears 
to be a satisfactory one. 

The German naval forces are small, but still they are substantial 
for a relatively small country. Their naval program is going along 
very well. They have made available to us the first contingents. 
Iam quite satisfied with the programs that now exist. 

Mr. PassMan. We are making no financial contribution to Germany 
out of this appropriation, are we ¢ 

General Norstap. We have not to my knowledge for the last couple 
of years programed anything except for a small amount of training. 

Mr. Spracue. That is correct. 

Mr. Passman. They are forging ahead and have created a sound 
enconomy largely through their own efforts ? 

General Norstap. We gave them very substantial assistance through 
the aid programs to start with. I think that those deliveries con- 
tinued perhaps up to sometime in the last year. No new commitments 
have been made for the last 2 years to Germany, except for perhaps 
some training. 

Mr. Suurr. There is a little bit of training. 

Mr. PassMaAN. For all practical purposes, they are supporting 
their forces out of their own economy ? 
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General Norsrap. That is right. 
Mr. Passman. That is encouraging. 


FRANCE AND ALGERIA 


General Norstad, would you give us some information on the in- 
ternal conditions in France? 

(Discussion off the record.) 

Mr. Taser. How many people are there in Algeria altogether? 

General Norstap. About 9 million, roughly, about 1.2 million Euro- 
peans, and something less than that is the French component. 

Mr. Denton. To a certain extent you have that situation all over 
Africa, have you not? 

General Norsrap. Yes; but particularly soin Algeria. These people 
have lived there really as a part of France. 

Mr. Passman. In your opinion France is a valuable member of the 
NATO alliance and the French are meeting their commitments in a 
reasonable measure, to the extent of justifying our continued financial 
help ¢ 

General Norsrap. They certainly are. France is an essential part 
of the alliance. The French are a strong people; they are a good 
people, and basically France is a good strong country. 

I think all of us should hope for an early solution to this very 
difficult problem, not only in the interests of our ally, France, but 
also in our own interest, for then she can really play the part in world 
affairs that this fine country can, and wants to play. 

Mr. Miter. Might I ask a question about France, either on or off 
the record ? 

(Off the record) 

Mr. PassMANn. We are certainly grateful for the information that 
you have presented to the committee. I should like for you to know, 
General, that when this committee makes the adjustments from the 
requests to the actual needs, and reports the bill, I will fight just as 
hard to pass this bill on the floor as if I had originated the program 
in the beginning. I assure you of that. What we want to do is to 
take out the difference between request and need. 

Mr. Gary. Off the record. 

(Qt the record. ) 


OFFSHORE PROCUREMENT OF EQUIPMENT AND SUPPLIES 


Mr. Narcurr. Of the overall amount requested for the program 
of $737,500,000, what part, if any, of that amount, General, can be and 
is expended by the NATO organization in offshore procurement. 

Mr. Suvurr. No portion of the material program is spent (or used) 
by either SHAPE or NATO. It is controlled, delivered, and paid 
for by the United States. There is, however, the portion that we 
called cost-sharing programs in which is included infrastructure. That 
is a contribution in the order currently of 39 percent. That is used 
by the NATO Infrastructure Committee for Public Works through- 
out the NATO area. We also, under that same general heading—— 

General Norsrap. I think you ought to say “military facilities” 
instead of “public works”, Mr. Shuff. 

Mr. Suurr. That is what I meant. Military facilities. 
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The mutual weapons development program and also the facilities 
assistance program are influenced largely by the actions of indigenous 
research and development or production facilities. This, however, is 
a United States designation as to what we will support from the 
point of view of projects that qualify under the research and engineer- 
ing criteria for research and production. 

General Norsrap. I would like to supplement that, if I may. Mr. 
Shuff has ably explained the problem from the administrative stand- 
point, from the technical standpoint; I think you would also be inter- 
ested in who controls this program. Who decides what is going to be 
done? 

This being American money, the decisions as to its use are made by 
the Government of the United States, There is no question about 
that, none whatsoever. The money has been made available by the 
Congress to strengthen the NATO Alliance. As a consequence, the 
needs of the NATO Alliance are made known to appropriate authori- 
ties in Washington so that those needs may be considered in arriving 
at a decision as to how the moneys of the mutual weapons develop- 
ment program will be spent. 

Mr. Natcuer. Let. me ask this question, General: Other than the 
cost-sharing programs, is any part of this overall amount expended 
by the NATO organization in the procurement of materiel and 
supplies. 

Mr. Snvurr. No, sir. 

Mr. Natcurr. What is the ratio between the percentage and the 
overall amount? 

Mr. Suvrr. In the program that we are processing for 1959, it is 
$127.5 million against $737.5 million. 

Mr. Natcuer. That answers it. 

General Norsrap. You mean “of”, not “against”. 

Mr. Suvrr. Yes. 

Mr. Denton. I want to say that I enjoyed your presentation and I 
think you did an excellent job. 

General Norstap. Thank you very much. 


NATO DEFENSE CONSIDERATIONS 


Mr. Denton. I understand what the deterrent is, guided missiles and 
our airplane power, and why there is a deterrent. But if they do start 
a war, I do not know how you expect to hold such a large army with 
such a comparatively small one? 

General Norsrap. Let me give you an example. 

Mr. Taser. Would you yield there? 

Mr. Denton. Yes. 

Mr. Taser. The Russian divisions are not the same size as ours ? 

General Norsrap. It is so close that it does not make any difference. 
The Soviet infantry division runs ten to eleven thousand whereas ours 
runs twelve to thirteen thousand. The answer to Mr. Denton’s ques- 
tion is this: The function that we ask our forces to perform is to hold, 
to defend. A defensive force has an advantage over an offensive force. 
The advantage will vary depending upon the circumstances, but it is 
generally agreed that atomic weapons will favor the defender as against 
the attacker. 

Off the record. 
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( Discussion off the record.) 

Mr. WieGieswortH. Will the gentleman yield ¢ 

Mr. Taper. Yes. 

Mr. WiceLeswortn. I think the chart you showed us, General, 
showed that the percentage of your national defense expenditure 
which we are contributing has fallen from about 25 percent 4 years 
ago down to 6 percent now. 


“General Norstap. That is right. 

Mr. Wiccieswortu. I assume that they have assumed a correspond- 
ing increase in NA'TO expenditures. 

General Norsrap. There is another point to this—— 

Mr. Denon. If it is just one of their guns or airplanes they would 
expect us to pay forit. They take our 

General Norsrap. It is a question of ability to pay, and how to 
measure it. We in the United States put roughly 10 percent of our 
GNP into our defense budget. 

The British put around 8 percent of their GNP into their defense 
budget. We are no longer giving them much in the way of aid, 
although we did in the past contribute considerable. The Germans 
are coming up. The French, as I recall, are spending around 8 per- 
cent; this includes Algeria. There is, however, no way that you can 
equate one nation’s expenditure against that of another. One thin 
I do know is that 10 percent of the tremendous United States GN 
does not hurt you as an individual United States citizen as much as 
8 percent of the GNP hurts a British or a French citizen. If condi- 
tions in the United States approached conditions in the United 
Kingdom, with all of the limitations and taxes imposed on people; 
if you would deprive—— 

Mr. Denron. We are more heavily taxed than they are, if you take 
our State and county property taxes. 

General Norsrap. The people in the United Kingdom are taxed 
considerably more. Aside from that, sir, the British have really 
tightened their belts. They have deprived themselves of a great deal. 
It is amazing that a country in peacetime can make such an impres- 
sive effort. 

Mr. Denton. Do they not realize that we have in this country, too? 

General Norsrap. We have not tightened our belts in this country 
to the same extent, surely. 

Mr. Passman. I have here the most recent statistics, latest. avail- 
able figures, the national incomes of the countries of the world; the 
total nations, except the United States, $515,730 million; the United 
States, $358,500 million. Furthermore, if the United States prices 
were applied the total national income of the other nations of the 
world would be about triple the amount indicated. 

I can take a dollar in Hong Kong and buy a beautiful pair of cuff 
links for which I would pay $5.50 downtown. 

Mr. Denron. With all of the unemployment and the recession we 
have, I think people are hurt pretty badly in this country. 

General Norstap. Because I have been away so long, I am not com- 
petent to comment on that point. However, I would like to say that, 
according to an international estimate, not the estimates of the coun- 
tries concerned, the NATO countries, in general, are doing about 
what they can be expected to do. Every year there is an annual re- 
view procedure during which the ations must report to NATO, 
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“These are our commitments.” They must confront and be interro- 
gated by the other members of the Alliance. The examining nations 
say to the nation under review: “Here is your GNP. It has. gone up 
from point A to point B in the last year. How can you claim that 
you cannot provide that unit?” In this review process great pressure 
is exerted to insure that each nation puts forth its best effort in behalf 
of the Alliance. The annual review experts have tried to find some 
common denominator based on a function of GNP and population. 
Despite their attempts to find such a common index or standard, 
they have not been successful. I think it is virtually impossible. The 
Germans are, as you know, extremely prosperous, and they are eco- 
nomiecally on their own. However, the Germans have increased the 
ratio of their defense expenditures to GNP to the point where they 
should be in the 9 to 10 percent bracket in the next few years. For 
the smaller countries it is very difficult to work out a suitable defense— 
GNP relationship. I w ould say, though, that all of the countries 
are doing what they can reasonably be expected to do. 

Mr. Denton. I think it all benefits progress. Just one last question. 
Was any of the materiel we sent to France used in Algeria? 

General Norstap. Inevitably, because some of the divisions that 
went down there had been equipped with organizational equipment 
that could not be withdrawn without destroying the organization. 
For example, they took small vehicles and signal equipment with them. 
However, heavy equipment, with the possible exception of 1 percent 
of the heavy tanks, remained in France. 

Off the record. 

(Discussion off the record.) 

Mr. Taser. I have just one question. 

Is there a naval force in the Black sea ¢ 

General Norsrap. Yes, there is. There are Russian naval forces 
- the Black Sea and there are also some very small Turkish destroyer 

‘orces. 

Mr. WiceteswortH. Mr. Chairman, I would like to observe for the 
record that I have known General Norstad for a good many years and 
that I think that we are very fortunate in having him in his present 
position. It is always a pleasure to talk with him and I think he has 
given us some very helpful information this morning. 

Off the record. 

(Discussion off the record. ) 

Mr. Mitirr. Just one point on that, General. 

As you pointed out, France has a great many military forces not 
committed to NATO and some that should have been that are not at 
the moment. What is the situation in ae in that respect? Do 
they have large forces not committed to N TATO? 

General Norstap. No,sir. All of their forces are committed. 

Mr. Mitier. Are all of the new German forces going to be involved 
in NATO? 

General Norsrap. All of them. 

Mr. Miturr. No individual ones? 

General Norsrap. Not at the present time. The Germans are talk- 
ing about the possibility of an addition to the commitment by provid- 
ing some reserve of units. 

Mr. Mirier. What about the United Kingdom? Do they have any 
forces other than those ? 
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General Norstap. Yes; they have forces in Hong Kong and Ma- 
laya, for example. 

‘Mr. Miner. I am not speaking of those deployed. Do they have 
forces that might be used for reinforcement in emergency in the 
British Isles? 

General Norsrap. Yes, but very limited. 

Mr. Mitirr. Thank you. 

(Discussion off the record. ) 

Mr. Gary. May I commend the general, Mr. Chairman, for a very 
excellent presentation. It has been most helpful to me, and I am 
certain to the committee. 

General Norstrap. You are very kind. 

Mr. Passman. I want to join in that observation with my colleague 
and associate, Congressman Gary. 

Off the record. 

(Discussion off the record.) 

Mr. Passman. Comparing our overall position in the NATO setup 
with 1 year ago, would you say that satisfactory progress has been 
made in line with our ex cpectations ? 

General Norsrap. I would answer that question, in general, by say- 
ing that the progress that has been made has been according to the 
programs which we discussed a year ago, and consequently has been 
generally satisfactory. 

We have not, it should be clear, reached the point where the pro- 
grams are completed, and so the situation is not altogether satis- 
factor y, although the progress has been. 

Mr. Passman. I know that you associate yourself with the money 
phase of the program as well as the policy matters. Do you feel that 
the appropriation that the Congress made last year was adequate to 
carry out the program as planned, based upon the contribution by 
the member nations? 

General Norsrap. I have to admit you worried me last year. I 
do not mean “you” partic ularly, but I was very greatly worried last 
summer as a result of the program, because the program reductions 
indicated were rather substantial. Deliveries have not been effected 
yet as a result of the 1958 appropriation, have they, Mr. Shutf? 

Mr. Suvurr. No, sir; not in this fiscal year. 

General Norstap. I expressed to you some concern, particularly 
about Turkey, you may recall. 

Mr. Passman. Yes. 

General Norstap. I was very pleased to see that we were able to 
hold up the level of deliveries from previous programs to Turkey quite 
well. I must be honest about that. 

Mr. Passman. I know that you are going to be honest. 

General Norsrap. I believe that we could have made greater progress 
in some of the critical areas, particularly in places like Turkey, in 
making provision for offsetting some deficiencies which I described 
earlier. 

Mr. Passman. The fear you felt at that time was not substantially 
justified by experience and deliveries ? 

Gesnedl Norstap. I do not think that I expressed any fear to you 
last year, Mr. Passman, but I was concerned. These programs, at 
least in my area, and I speak only for my area, are quite well worked 
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out. I believe that the country programs as presented to the Congress 
represent a minimum requirement. ‘They have been worked out as a 
reasonable increment for each year. I would like to see these require- 


ments fulfilled and met at a faster rate, in accordance with our recom- 
mendations. 


(Discussion off the record.) 

Mr. Passman. In the previous 3 years during which I have had 
the honor to serve as chairman of this committee, we have had some 
sharp disagreements about the amounts required, yet every succeed- 
ing year the Department would say, “Yes, we were mistaken. The 
appropriation met the requirements.” 

This year this request is less than the appropriation for last year 
which would indicate that the program is being leveled out. We 
are not confronted with the billions of dollars of unexpended funds. 


Your pipeline also is full and your lead-time has been substantially 
reduced ¢ 


General Norstap. Yes. 

Mr. Passman. Thank you very much. 

General Norsrap. Thank you very much. 

Mr. Passman. The Committee stands adjourned. 


WepDNEsDAY, May 14, 1958. 
EUROPE AND AFRICA 
WITNESSES 
FREDERICK W. JANDREY, DEPUTY ASSISTANT SECRETARY OF 


OF STATE FOR EUROPEAN AFFAIRS 

JOHN PALMER II, DEPUTY ASSISTANT SECRETARY OF STATE 
FOR AFRICAN AFFAIRS 

STUART H. VAN DYKE, REGIONAL DIRECTOR, OFFICE OF AFRICAN 
AND EUROPEAN OPERATIONS, INTERNATIONAL COOPERATION 
ADMINISTRATION 

CHARLES H. SHUFF, DEPUTY ASSISTANT SECRETARY FOR MILI- 
TARY ASSISTANCE PROGRAMS, INTERNATIONAL SECURITY 
AFFAIRS 

J. E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION 
ADMINISTRATION 


MAREKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS, DEPARTMENT OF DEFENSE 


SuMMARY TABLES 


Mr. Passman. The Committee will come to order. This morning 
we begin consideration of the mutual security program for Europe. 
Will y . please place in the record the unclassified portions of pages 1, 
3,5 , 10, and 11 of the budget justification book. 

Phe Babes follow :) 
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Defense support ; 
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Technical cooperation 
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Total economic assistance 
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EvROPE REGIONAL 


mutual security programs by function 


{In thousands of dollars] 








| Program 
Actual fiscal Estimate Proposed 
year 1957 fiscal year fiscal year 
1958 1959 
$278, 918 $168, 823 $206, 565 
a 
ae . 94, 357 40, 050 45, 000 
| ans ll che tin ta ad ws ea ed a a 
2, 492 2, 850 2, 900 
x | bone i 26, 400 
11, 864 ’ - 
2 108, 713 | 74, 300 
ihe "387, 631 | 244,023 | —-280, 865 
' 
Estimated obligations and expenditures 
MILITARY ASSISTANCE 
[In thousands of dollars] 
| Programed Delivered or Un- 


Cumulative June 30, 1957 
Estimate fiscal year 1958 


Cumulative June 30, 1958__- 


expended 


liquidated 


ie i 


, 601, 344 
168, 823 


$10, 390, 426 
596, 912 | 


$1, 210, 918 
XXX 
11, 


A 
| 





Cumulative June 30, 1957 
Estimate fiscal year 1958 


Cumulative June 30, 1958 














770, 167 10, 987, 338 | 782, 829 
ECONOMIC ASSISTANCE! 
Obligations Expend- Un- 
itures liquidated 
ED - — oo a 
aoe _| $14,830,045 | $14,734, 990 | $104, 055 
75, 200 | 108, 75 Xxx 
Sine | 14,914, 245 | 14, 843, 741 70, 504 





1 Includes countries which received 


aid under the Marshall plan and subsequent programs. 
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Military assistance 


{All values in thousands of dollars} 




















Annual programs Delivered or expended, 
fiscal year 1950-58 programs 
cade care 
| | 

| Value | Proposed, fiscal Esti- Fiscal 

| year 1959 mate, year 

| at fiscal Cumulative, 1959 

| | year | June 30, 1958 and 

Fiscal Fiscal Quan- Value 1958 later 

year 1957 | year 1958; __—sitity | 
_——————— - I — ——E — 
NOE cance nicecnnnenal Se $168, 823 nolieajeaie ated | $206, 565 | $506, 912 $10, 987, 338 $782, 829 

NN i coos : ee ek aa XX xx ae XX xx 
I 6 sccacceddb taal aay RS he ee XxX XX XxX 
i. ae diel. aaa mm Peancsvdss Ex -- 2 xx xX 
Germany..............| XX ee | issn ---| XX XX | xXx XX 
|, RE , Ja co SS XX xX XxX xX 
Luxembourg... ---| XX MX. |.cicssacee Xx XxX XxX XxX 
Netherlands. .......-- XX ma | lnepeebeee XX xX xX xX 
BI icine XX ee ee xx XX xx XxX 
| a ae ee: «Bethea canes xX xX XX xX 
Spain. ____. <oaea | ae ee Ge ccecieae 1. a XxX a xx 
United Kingdom.. nist ae * ee Renata | XxX xX XxX } XX 
Yugoslavia_. ae XxX ae. | became sicciahinceninia xX | xx xx 








| 
| 
| 
| 





XX—Denotes deletion of classified material. 
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Mr. Passman. If it is agreeable with the committee, as we have 6 
prepared statements for presentation this morning, we shall ask the 
witnesses to complete the reading of the entire 6 statements into the 
record and then ask questions. Is that an agreeable procedure? 

Mr. Murpuy. Mr. Chairman, unfortunately I did not anticipate 
this move and the African witness of the State Department, Mr. 
Palmer, is scheduled to come up in about an hour. I thought the 
comraittee would probably take Europe first and Africa later. 

Mr. PassmMan. You intended to submit all of these statements 
during the day, did you not? 

Mr. Murpuy. Yes, sir. We can have five of them read now. Mr. 
Palmer will be here at 11 o’clock and we can hear his statement then. 

Mr. PassmMan. I am sure that it will require until 11 o’clock to get 
the others into the record. 

(Discussion held off the record.) 

Mr. PassMan. You may proceed, Mr. Secretary. 


STATEMENT OF Deputy ASSISTANT SECRETARY FOR EUROPEAN AFFAIRS 


Mr. Janprey. It is a privilege to appear before this Committee on 
behalf of our proposed mutual security program for Europe. As in 
the past several years, the program which we are proposing for fiscal 
year 1959 is largely one of military assistance. The funds requested 
are needed in order to provide equipment and training to supplement 
the very substantial defense efforts of our European allies. 


MILITARY ASSISTANCE 


Why is it still necessary for the United States to provide military 
assistance to Western Europe, in view of Europe’s remarkable eco- 
nomic recovery? How long must this assistance continue? The 
answer to these questions, in my opinion, is that we should be pre- 
pared to continue military assistance to our European allies as long 
as we find it is ‘good business” to do so—in other words, as long as 
we determine that this is the most practical and efficient way of 
maximizing the total defense available to ourselves and the free world. 
How long this will be I do not know, any more than I know how long 
it will be necessary for our own Defense Establishment to continue 
spending at the present rate. But I think we have overwhelming 
evidence right now that cutting off military assistance to Europe 
would soon cost us considerably more than the five or six hundred 
million dollars that we would save in mutual security funds. 

To understand this point, we first have to be clear about the basic 
purpose of our military assistance program in Europe. It is not 
charity. It is not a giveaway. It is an effort to capitalize upon the 
actual and potential military strength of our European allies and to 
round out the total defense of the North Atlantic area. This is not 
a question of philanthropy—but rather one of survival. Our aid is 
designed to safeguard our own security so long as the threat of possible 
Soviet aggression persists. 

Now the truth is that none of the European countries is completely 
self-sufficient militarily. Nor does it seem likely that any of them 
will be within the foreseeable future, any more than it seems likely 
that our own country will be able to stand alone. Today we can no 
longer think in terms of the ability of France or Belgium or Italy to 
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reach a point: where it can protect itself solely through its own efforts 
and resources. Germany, it is true, is not now receiving military 
materiel on a grant basis, but Germany needed a great deal of assist- 
ance to get its buildup started and still looks to.us for training and 
technical assistance. Even the United States, with far greater size 
and strength than any of the European countries, will probably never 
be able to go it alone, and we hope it won’t be necessary. Therefore, 
I believe it is essential that we think in terms of total defense. Our 
job is to try to develop our plans and spend our money in such a way 
as to maxumize the total defensive power available to protect the 
American people and other free peoples. I submit that the mutual 
security program is a most effective means of accomplishing this 
purpose, 

At the present time, our European allies are making a substantial 
contribution, in terms of their capabilities, to the total defensive power 
of the Western World. In 1957 the defense expenditures of the 
European NATO countries hit a postwar peak estimated at $13.1 
billion. This means that last year these countries were spending for 
defense purposes $10 of their own money for every dollar’s worth of 
American aid received. These figures, moreover, include the less- 
developed countries of Greece and Turkey. The ratio for the western 
European countries alone would be even greater. Thus, you might 
say that in terms of total defense we were getting in 1957 better than a 
10-to-1 return on our investment in Western Europe. In any case, 
Europe’s actual and potential defensive power represents a priceless 
asset which we cannot afford to throw away. 

The real question is not how much we want to do for other countries, 
but how much we want these other countries to be in a position to do 
for us as well as for themselves. No one in the executive branch 
believes that the United States should try to take on the job of 
defending the whole world all by itself. We need the help of our 
allies, and we want to be sure that their efforts are not wasted. 
We are currently spending close to $40 billion annually on our own 
Army, Navy, and Air Force. If we are able, by spending roughly 
one-eightioth of that amount, to add the necessary margin of effec- 
tiveness to the forces raised by our European allies and thus to 
enhance the total defense, this, I think, is a good investment. 

But why is it necessary for the United States to make any direct 
contribution to assist European defense efforts? Why cannot the 
Europeans increase their own spending and thus eliminate the need 
for United States assistance? Wouldn’t this produce approximately 
the same results we are getting now? 

The answers to these questions are complicated by various political, 
economic, military and technical factors, but the answer to the last 
question is a definite ““No.”’ We would not get the same results. 
American military assistance acts as a catalyst, without which we 
could not hope for the same level of European military effort, nor 
could we hope that the efforts actually made would be very effective. 
The reason for this is that there are many essential items of equip- 
ment, such as missiles and aircraft, which our European allies cannot 
develop and produce for themselves, and which most of them cannot 
buy from us without sacrificing other valid defense objectives. Unless 
they can obtain these items, they have little prospect of developing 
modern forces effective in the tvpe of defense on which NATO plans 
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rest. If these essential weapons are not made available, and the 
forces of our NATO allies are not properly trained and equipped, 
their efforts and ours too may well go for naught. In other words, 
American aid is necessary in the amounts requested because it can 
make the difference between the development and maintenance of 
allied defense forces which represent a useful addition to the total 
defensive strength of the free world and forces which are of little use 
to anybody. 

The availability of this American assistance not only has a vital 
effect upon the size and quality of the defense forces produced by 
allied efforts, but also affects the willingness of these countries to 
continue their efforts. The European taxpayer is no more willing 
than the American taxpayer to spend money on projects that do not 
represent # wise use of resources. In the long run, the willingness of 
European governments, parliaments, and citizens to continue making 
sacrifices for Western defense will depend upon their conviction that 
these sacrifices actually represent a meaningful contribution. 

In this connection, I think we should also take note of the fact that 
the defense efforts of European countries are not so much a matter 
of willingness as a matter of economic capacity and political cireum- 
stances. It is quite true that the European nations have achieved a 
remarkable degree of economic recovery since the beginning of the 
Marshall plan. But is is also true that European economic resources, 
both individual and collective, are still far below our own. The real 
income of the average European is still only about one-half that of 
the average American and in some countries, such as Italy and Por- 
tugal, it is nearer one-third. 


PORTUGAL 


Mr. Passman. I do not like to interrupt. But you have mentioned 
Portugal. That country has said to us, ‘‘We do not want any more 
of your aid.” They are letting us keep the bases in the Azores but 
they have said, “‘We want you to release those bases as quickly as 
possible. We do not want to ruin our people by building up with 
your aid a standard we cannot maintain after you leave.” Is it your 
understanding that no aid is going to Portugal now other than in the 
Azores? 

Mr. Janprey. There is a small military assistance program. 

Mr. PassMan. In Portugal proper? 

Mr. Suaw. There is a military assistance program for Portugal. 
It is not for the Azores, sir. 

Mr. Passman. They asked us politely to let them be our friends, 
but adding substantially this: ‘‘We can get along. We have done so 
for centuries without your aid. We shall be your friends. We want 
to get along on what we have been accustomed to. Please get out 
with all types of aid and let us be your friends.” That is the sub- 
stance of what they told us. 

You may continue. 

Mr. Janprey. Moreover, contrary to popular belief, he already pays 
a slightly higher percentage of his income in taxes than the average 
American does. When the bare necessities of life are paid for, there 
is not much left. Furthermore, political considerations quite defi- 
nitely limit the government’s ability to make a greater defense effort. 
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Even so, taking the European NATO countries as a whole, defense 
expenditures have arisen steadily the last 3 years. Under the cir- 
cumstances, I believe that by an large our European allies are doing 
a thoroughly creditable job and carrying their fair share of the load. 

I have dwelt at some length on the defense aspects of the program 
because once more we are requesting funds for what is essentially a 
military and defense-support program. Our fiscal year 1959 proposals 
for Europe are described country by country in the presentation books 
now before you. The overall amounts requested for the various cate- 
gories of aid, totaling approximately $281 million, are shown on pages 
2 and 3 of the book, Europe and Africa. Of this amount, $251 million 
is related directly to defense, that is $206.6 million for military assist- 
ance shown in European country programs plus $45 million for defense 
support. These figures do not tell the whole story, however. As in 
previous years, much of the proposed military assistance can only 
be planned at this early stage of the programing process on a global 
basis. Such items as missiles, aircraft modernization, and spare 
parts (described in the prese ntation book on “Nonregional programs”’ 
under the heading ‘Special Materiel Programs’’) add substantially 
to the military program for Europe when broken down by region and 
by country. While the country allocations are very tentative at this 
time, the additional amount for Europe thus developed is $185 
million, bringing the total military aid program proposed for Europe 
to about $392 million. The great bulk of the $185 million additional 
increment, is intended for missiles in order to carry forward the 
modernization of NATO forces which has been underway since 1956 
and which is so important to General Norstad’s defense plans and 
our own security. 

SPAIN 


Again this year defense support and technical cooperation assistance 
are proposed for Spain. During the past year inflationary pressures 
in that country, aggravated by a number of factors, have increased. 
Spain’s foreign exchange reserves during 1957 declined by some $40 
million. We do not of course expect our defense-stipport program 
to solve all of Spain’s economic ills. Instead, this particular program 
has the more limited purpose of helping the Spanish to make a con- 
tribution to the common defense by participating in the joint base 
program and by supporting a more effective Military Establishment. 
The amount requested has therefore been kept within the limits set 
by this purpose. Our calculations recognize that defense support 
is sabe! part of a larger program for Spain which will undoubtedly 
continue to encompass dollar-commodity assistance provided under 
Public Law 480 as well as the possibility of loans from the Develop- 
ment Loan Fund, applications for which are already on file. 


YUGOSLAVIA 


Yugoslavia, currently engaged in a renewed struggle with the 
s senadiny is scheduled to receive some further economic aid in the 
form of special assistance and a small technical cooperation program. 
No grant military assistance is proposed. In December, at Yugoslav 
initiative, further deliveries of military aid were halted, and discus- 
sions were undertaken for the termination of the entire grant military 
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assistance program. We do not exclude the possibility of some 
further sales of military equipment to Yugoslavia, however. As 
you know, the economic assistance which we have provided to Yugo- 
slavia under this program in recent years and that which we now 
propose serves one overriding purpose. It helps Yugoslavia to main- 
tain its independent status. As the first Communist country to 
assert such independence of the U. S. S. R., Yugoslavia has exercised 
and continues to exercise an influence in Eastern Europe out of all 
proportion to its size. 

The determination of Yugoslav leaders, moreover, to maintain their 
independence and to resist Soviet efforts to reassert domination over 
them has apparently not been shaken. This was demonstrated in 
November 1957, when the Yugoslavs refused to sign the Moscow 
Declaration of Principles issued on the occasion of the 40th anniver- 
sary of the Bolshevik revolution. It was demonstrated even more 
forcefully at the recent Yugoslav Party congress in Ljubljana, where 
Tito and his colleagues defied Soviet attacks and a boycott of the 
meetings to approve a party program which had been sharply critic- 
cized as erroneous and inaccurate by Soviet leaders. The basic issue 
between Yugoslavia and the Soviet Union is of course Yugoslavia’s 
refusal to accept Soviet domination. From this there have evolved, 
however, some rather liberal reforms (e. g. the breakup of collective 
farms and the introduction of workers’ councils) which have had an 
influence on the thinking in other Communist countries. 

In a word, the essential consideration which motivates our policy 
with respect to Yugoslavia and the mutual security program is not 
whether we agree with that country’s political and economic philo- 
sophy but whether we want it to be able to stay independent. The 
amount requested for fiscal year 1959 cannot be substantially reduced 
if it is to serve this purpose. 

BERLIN 


I am sure I need not describe in detail the importance of continuing 
our economic assistance to Berlin. This year we are asking for $8.2 
million, compared to $11.2 million received in fiscal year 1958. As 
you know, the United States has a direct responsibility in Berlin, 
together with Great Britain, France, and the U.S. S. R., under the 
four-power agreements made at Potsdam and also under the conven- 
tion on relations with the Federal Republic of Germany negotiated 
in 1954. Communist harassment of Berliners and allied personnel 
in Berlin, dating back to the blockade in 1948, has continued sporadic- 
ally. Because of its isolation from the West, moreover, Berlin’s 
economic future can never be secure. On the other hand, the freedom 
and the relatively high standard of living in West Berlin (even with 
unemployment running at the rate of almost 10 percent of the labor 
force) are in dramatic contrast to the depressing political and economic 
conditions in the surrounding Communist-controlled territory. The 
attraction which this city represents and the avenues to freedom which 
it provides for residents of the east zone are important political con- 
siderations. The flow of refugees through Berlin is still continuing 
at the rate of about 8,000 per month. 
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TECHNICAL EXCHANGE PROGRAMS 


Finally, $3 million is requested for various technical exchange 
programs. The question may be asked why the relatively prosperous 
countries of Europe need a further contribution of $3 million for 
economic purposes from the United States. The answer, briefly, is 
that this assistance is an indication of our continuing ‘interest’ in 
certain important activities and that the United States receives 
specific benefits, both political and economic, from this expenditure. 

his money is requested for a number of small programs, about half a 
dozen in all, each serving a special purpose and each of direct interest 
to the United States. For example, $1 million is requested to support 
a program within the Organization for European Economic Coopera- 
tion (OEEC) designed to “produce more and better scientists and engi- 
neers in the countries of the Atlantic C ommunity and to utilize the 
present supply more efficiently. The availability of United States 
funds will be conditional upon at least a matching amount being 
contributed by the other countries taking part in the program. Our 
contribution is important both to stimulate the efforts of other 
countries and also to make possible the participation of leading Ameri- 
can authorities in this field, who have much to contribute to such a 
program and much to gain from it. 


EUROPEAN PRODUCTIVITY AGENCY 


Another technical exchange program which I believe yields benefits 
to us well beyond the dollar cost involved is the $1 million grant to the 
European productivity agency, a part of the OEEC. EPA has some 
half dozen major areas of activity, all of which are useful and important 
in that they are helping to overcome certain basic economic problems 
which have handicapped these European countries for generations. 
These include, for example, pilot projects to encourage introduction 
of modern techniques in southern Italy and other less-developed areas 
of Europe; the encouragement of free, competitive enterprise; and, a 
matter of obvious interest in today’s world, cooperative projects for 
technology and research. ‘This is not just a do-good program but an 
investment in Europe’s present and future, based on our firm convic- 
tion that we, too, stand to benefit from European progress in this area. 


BILATERAL LABOR EXCHANGE PROGRAMS 


As a third example of specific technical exchange programs, we have 
small bilateral labor exchange programs with France and Italy. In 
these two countries, as you know, Communist strength has been most 
apparent in the trade-union movement. Moscow does not hesitate 
to pour out large sums of money to support its captive unions through 
the Communist Parties in France and Italy. Our programs, which 
cost very little, are conducted by the International Cooperation Ad- 
ministration working closely with the Department of Labor. They 
bring promising rank-and-file members of the free unions to this 
country for training in productivity and labor-management relations. 
These programs were endorsed last year by Ambassador Caffery in 








590 


his report to the Senate Special Committee To Study the Foreign Aid 
Program, who pointed out that “the nature of the labor and Com- 
munist problems * * * is such as to make the continuation of a 
labor-exchange program for several years desirable.” 

Much more could, of course, be said concerning the importance of 
the mutual security program to our European allies and to our own 
welfare and security. I feel strongly that our request for funds for 
fiscal year 1959 is a reasonable one and that any substantial reduction 
would be hazardous indeed. We are dealing here with the national 
security. We must recognize that defense today costs more, not less. 
Continuing vigorous American leadership is essential to maintain 
and consolidate our present strong position so long as the cold war 
persists. 7 

Mr. Passman. Thank you, Mr. Secretary. 


STATEMENT OF REGIONAL Director FoR Europe anp AFRICA 


The next statement is by Mr. Van Dyke. You may proceed, sir. 

Mr. Van Dyke. | do not want to consume a lot of time reading 
this statement. 

Mr. Passman. We want you to read it, so that we may have the 
opportunity to follow it through and make notes as you read. 

Mr. Van Dyxe. All right, sir. 


EUROPE 


The major financial emphasis in our European economic programs 
recently has been the support of special country situations on the 
eastern and western approaches to Europe; the economic support of 
our military bases in Spain; the accordance of free world economic 
and political alternatives to Yugoslavia; and the maintenance of West 
Berlin as a free world outpost behind the Iron Curtain. While these 
are the major efforts, in terms of money, the United States interest 
in seeking ways and means of taking fullest advantage of the fact of 
European recovery and continued economic growth has inevitably 
attracted more of our attention. In this regard, a particularly gratify- 
ing factor in Europe today is that the developed countries of Western 
Europe are showing increased interest in assisting the growth of the 
newly developing areas of the world. The United States will naturally 
benefit materially as other friendly countries bear an increasing share 
of the burden of supplying the large and growing needs of the newly 
developing countries for capital and know-how. This United States 
interest is recognized in section 2 (b) of the Mutual Security Act of 
1957. 

European efforts to date in assisting less developed areas are not 
inconsiderable. From 1954 through 1956, the OLEC member govern- 
ments provided an estimated average of $1.1 billion per year to less 
developed countries of the free world, of which about $90 million 
annually was provided through United Nations agencies. At the 
same t'me, there was in addition a parallel net flow of private capital 
estimated about a half billion dollars per year. This was supple- 
mented by a large flow of European technicians to the less developed 
countries, and of trainees to Europe. The Treaty of Rome, which 
entered into force on January 1, 1958, provides for an initial 5 year 
development fund of $581 million for the overseas territories of the 
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member nations of the European Economic Community. The Com- 
mission for Technical Cooperation in Africa South of the Sahara 
(CCTA) has just established a Foundation for Mutual Assistance 
in Africa that will be a channel for increased technical assistance to 
the participating countries. Its membership includes the United 
Kingdom, France, Belgium, Portugal, Union of South Africa, Feder- 
ation of Rhodesia and Nyasaland, “Liberia, and Ghana. Switzerland 
and Germany have made sizable loans to the IBRD, which in turn 
relends the funds to less de veloped countries. 

The European Productivity Agency has declared itself ready to 
cooperate with the United States in arranging training in Europe for 
participants from less developed countries who are partially financed 
by the United States. It is through continuing interest in organi- 
zations such as the EPA that the United States hopes to maximize 
the help which Europe is increasingly willing to extend to the less 
developed areas. 

ACCOMPLISHMENTS 


Before presenting our fiscal year 1959 proposals, I would like to 
draw your attention to some of the specific accomplishments of our 
remaining European economic programs. You are already familiar 
with general developments in Europe as represented in the facts of 
furopean economic recovery, Europe’s continued economic progress, 
and her enchanced capacity to support the defense of the free world, 
in both military and nonmilitary senses. The specific instances of 
the success of our more recent individual European programs have 
tended to be lost in the reflection of these larger achievements. 

Spain, for example, had no agricultural extension service before 
1956. Today, the service has 95 trained agents and 44 field offices in 
28 of Spain’s 47 provinces, and is expanding rapidly on the basis of 
training courses established with ICA assistance. 

A release of about $200,000 in local currencies has helped to create 
Spain’s first school of business administration, whose instructors 
trained in the United States and assisted from time to time by ICA- 
financed United States instructors, last year graduated their first 
class of 46 trainees taken from the middle management level of 
Spanish industry. It is early yet to judge, but this pioneer effort 
shows promise of breathing new life into Spanish business. 

Since the outset of the United States economic assistance program, 
the Yugoslav Government has gradually paid more attention to the 
needs of agriculture, and to the value of independent farmers’ in con- 
trast to collectivism. Our technical assistance has helped in this. 
For example, the work of one United States extension specialist 
brought substantially increased yields of corn, Yugoslavia’s principal 
agricultural crop. Increases of 15 to 30 percent are materializing 
from this program. In 1956 a total of 8,000 tons of hybrid corn seed 
were produced, and in some districts hybrid corn seed is the only type 
now being planted. ICA helped prov ‘ide the first corn drying equip- 
ment installed in the ¢ ountry. Prior to this, corn seed had to be stored 
with a high moisture content and a high rate of loss resulted. United 
States assistance to Yugoslavia in the development of hybrid seed 
corn was met with great enthusiasm by the Yugoslavs, who have 
founded the Hybrid Seed Corn Association of Yugoslavia. 
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Another example is provided by our newly established Technical 
Inquiry Service, through which Yugoslav industrial managers are 
able to learn about United States technical ideas and methods. These 
and other activities under the impact program provide a dissemina- 
tion of translated technical texts, technical books and films and pro- 
vide personal contacts between mission personnel and Yugoslav in- 
dustrialists. Yugoslav industrial leaders now look to the United 
States Technical Inquiry Service to a surprising degree. Two years 
ago the service did not exist; one year ago under 1,000 industrialists 
were being serviced while at present the service is being provided to 
over 1,600. 

Language is a barrier to Yugoslav understanding with the West. 
An ICA contract with Georgetown Institute of Language and Linguis- 
tics was instrumental in creating two schools to teach English Janguage 
in the Universities of Belgrade and Zegreb. These were such an im- 
mediate success that the Yugoslav Government set up three other 
self-financed centers in other cities. English may soon become 
Yugoslavia’s second language. 

An example of the efforts of the European Productivity Agency is its 
United States supported program for elimination of restrictive business 
practices, which has steadily intensified over the past 3 years with con- 
tinual United States encouragement. United States efforts have 
helped bring about a number of changes on the European scene 
in the reduction of restrictive practices. France has prohibited 
retail-price fixing without permission of the Ministry of Economic 
Affairs. The United Kingdom has established a court to judge re- 
strictive agreements registered under its new Restrictive Practices 
Act. West Germany has recently passed a Cartel Act to replace the 
law imposed by the Allied High Commission. The common market 
agreement extends the principles of more competitive practices to 
activities jointly affecting the six member nations. It prohibits all 
agreements, mergers, or concerted practices “likely to affect trade 
between member states and having as their object or result the 
prevention, restriction, or distortion of the free play of competition.” 

These developments have been matched by unprecedented changes 
in retailing, especially in the rapid growth of supermarkets and chain- 
stores. The United Kingdom now has over 3,000 self-service food 
stores; a chain of supermarkets financed with private capital is being 
established in Rome. French retailers are being forced to compete 


with a growing number of discount houses. Chains and mail order 


businesses are expanding in Germany. 

The technical exchange labor program in France has been going on 
for several years. In helping train hundreds of free trade union 
leaders, it has thereby strengthened the free trade union movement. 
While control of the major labor union in France remains in the hands 
of the Communists, in 1957 its membership fell below the combined 
strength of the free trade unions for the first time since the end of 
World War II. The latter’s combined membership is estimated at 
1.2 million as against 1 million in the Communist union. 

These are some of the examples of success in specific projects of our 
European programs. Some of these projects have been taken over 
by local groups. Others are continuing under United States auspices. 
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PROPOSED FISCAL YEAR 1959 APPROPRIATIONS 


Our proposals for fiscal year 1959 are in very much the same pattern 
as the previous year, as shown in the table on page 9 of your presenta- 
tion books. The total of $74.3 million is comparable to the fiscal 
year 1958 level, and substantially below the $108.7 million total for 
fiscal year 1957. 

SPAIN 


The fiscal year 1959 defense support program is designed to main- 
tain the favorable political and psychological climate under which 
construction of joint United States-Spanish air and naval facilities is 
nearing completion and which continues to be essential now that the 
bases are becoming operational. Spain’s principal economic problem 
is to stem the serious inflationary pressures which are besetting the 
economy. ‘These pressures are the result of rapid economic expan- 
sion in the last few years, together with a determination of the Spanish 
people to enjoy higher living standards of which they have been 
deprived for so long. 

Mr. PassMan. I shall not interrupt you again, but I wish to ask 
whether, having studied the requests for Spain, you feel, too, that the 
overall request for economic, military, and technical aid is sufficient 
for Spain’s program and to meet our objectives in fiscal 1959? 

Mr. Van Dyke. I cannot comment on the military figure, Mr. 
Chairman. 

Mr. PassMan. I am speaking of the overall request. 

Mr. Van Dyxe. On the economic side, this is our best estimate. 

Mr. PassmMan. Including defense support? 

Mr. Van Dyke. Including defense support. 

Mr. PassMan. You feel there are sufficient funds for the programs 
with which you are associated to meet our objectives for fiscal 1959? 

Mr. Van Dyke. This is our best estimate, as of the present time. 
We are not always sure we are right. During the current year, for 
example, the executive branch found it necessary to put some addi- 
tional money into Spain. So, we must indicate again that these are 
illustrative programs. Conditions may change which will require 
changes in the figures. 

Mr. PassmMan. From where did you obtain the money for that 
purpose? 

Mr. Van Dyke. It came initially out of the “Defense support”’ 
appropriation which will be replenished from unprogramed funds in 
other accounts. The proposed defense support program would assist 
in three ways: (1) Through the financing of essential agricultural 
commodities in surplus in the United States, which, together with 
sales under Public Law 480, would assist the Spanish Government 
in maintaining an adequate food supply; (2) through the financing 
of a minimum of essential industrial raw materials, such as coal, 
scrap, and nonferrous metals, to help maintain industrial production; 
and, finally, (3) through the financing of small amounts of specialized 
equipment which is urgently needed in transportation and in electric- 
power transmission, both areas which can make a maximum contri- 
bution to the strengthening of the Spanish economy. The $1.1 
million technical cooperation program would continue assistance to 
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Spanish agriculture and industry to catch up with more advanced 
western technology and management. 


YUGOSLAVIA 


The special-assistance program would be continued for Yugoslavia 
in fiscal year 1959. This program, together with a $1.8 million technical 
cooperation program, would be used to expand mutually advantageous 
contacts between Yugoslavs, on the one hand, and Americans and our 
European allies, on the other. This would complement the effort, 
through Public Law 480 sales of surplus agricultural commodities, to 
accord Yugoslavia free-world alternatives to economic dependence 
on the Soviet bloc. 

BERLIN 


The special assistance proposed for Berlin has been reduced from 
$11.2 million in fiscal year 1958 to $8.2 million for fiscal year 1959 
This reduction reflects the remarkable and continuing recovery of the 
Berlin economy, and the availability of repayments of old counterpart 
loans for relending. The dollars will be used, principally, to finance 
section 402 surplus agricultural commodity sales to West Germany. 
The local currency proceeds will be used in specially selected Berlin 
programs which have lasting economic and social impacts. 


OTHER PROGRAMS 


European technical exchange program proposed for fiscal year 1959 
includes $1 million for the European Productivity Agency, $1 million 
for OEEC’s scientific and engineering manpower program, and $1 
million for selected projects in Austria, Frane e, and Italy plus technical 
support of the 2 regional programs. The proposed grant of $1 million 
to EPA represents 17 percent of the estimated 1959 cost of the Agency’s 
program. This is a substantial reduction from the proportionate 
United States share in prior years, reflecting increasing European 
support for EPA, itself, as we I as for the productivity concept. 

The proposed OEEC grant would support multilateral efforts to 
expand and improve the training of scientific and engineering man- 
power in the North Atlantic Community. This program is expected 
to get underway during the first half of 1958 on the basis of matching 
contributions by the United States and the OKEC members. The 
United States contribution in fiscal year 1959 would also be conditional 
on matching contributions. 

The third element in the proposed European technical exchange 
program would enable a continuation of small programs to help train 
free-trade-union leaders in France and Italy so that they can compete 
more effectively with Communists for labor leadership. It also pro- 
vides for a continuation of projects to assist the renovation of the 
former Soviet-controlled zone of Austria. 


COST COMPONENTS 


$62.2 million, or about 80 percent of the total $74.3 million requested 
would finance general-commodity imports. About half of this amount 
would finance the import of agricultural commodities, including see- 
tion 402 surplus commodities, and half would be used for imports of 
industrial equipment, raw materials, and fuels; $9.1 million, or about 
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12 percent of the total, would support projects principally in industry, 
transport, and agriculture. Of this amount, $1.1 million would finance 
services of 62 United States-employed technical specialists, while $4.8 
million would finance supplies and equipment related to the projects. 


STATUS OF PIPELINE 


The pipeline of unexpended dollar obligations in Europe continues 
to decrease in actual amounts and in relation to annual economic 
assistance programs. The individual pipeline for each country pro- 
gram is shown in a table in the lower right-hand corner of the first 
page of each country section in your presentation books. 

In the case of European countries no longer receiving economic 
assistance, unliquidated obligations will be reduced by more than 50 
percent during fiscal year 1958 to an estimated $4.5 million on June 
30, 1958. This residual amount, largely in France, is expected to be 
liquidated entirely by June 30, 1959. 

The pipeline for active European economic assistance programs 
will also be reduced substantially during fiscal year 1958 from $93.5 
million on June 30, 1957, to $66 million at the end of fiscal year 1958. 
The program in Spain is the largest in Europe; consequently, it ac- 
counts for the largest part of the European pipeline. The Spanish 
pipeline is dec ‘lining as the proportion of long-lead capital-goods items 
diminishes. About 70 percent of the Spanish pipeline at the end of 
fiscal year 1958 will consist of obligations incurred in fiscal year 1958 
The Spanish pipeline is expected to decrease further by the end of 
fiscal year 1959, at which time it will represent about 75 percent of 
a year’s money at the level of aid proposed for fiscal year 1959. 

The purpose of the program presented here is to support a position 
of strength for Western Europe, acting jointly with the United States 
and on her own account, to help maintain the security of the free 
world in the face of the Soviet challenge. Continued United States 
support of this purpose is vital. 

Mr. PassMan. Thank you, Mr. Van Dyke. 

(Discussion held off the record.) 


STATEMENT OF Deputy AssISTANT SECRETARY OF DrEFENSE, INTER- 
NATIONAL SECURITY AFFAIRS 


Mr. Passman. We shall hear next from the Deputy Assistant 
Secretary of Defense for International Security Affairs, Mr. Charles 
H. Shuff. 


We are pleased to hear from you at this time, Mr. Shuff. 


MILITARY ASSISTANCE PROGRAM FOR EUROPE 


Mr. Suurr. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I am glad to appear 
today to diseuss the proposed fiscal year’ 1959 military assistance 
program for Europe. I would like to precede my remarks on Europe, 
however, with a brief description of the manner in which our entire 
request is divided for purposes of programing and detailed justifica- 
tion. 

On pages 22 and 23 of the Worldwide Summary presentation book 
there is a table which shows the distribution of country and nonre- 
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gional programs together with delivery data. First are individual 
country programs, which for fiscal year 1959 amount to $925.9 million 
or about one-half of our total MAP request. This amount is requested 
to purchase materiel and provide services the need for which exists 
in a particular recipient country. The detailed justification for these 
programs, and an indication of what we propose to order or purchase 
with the funds requested, will be found under the country tabs in the 
appropriate regional presentation books. 

The remaining $874.1 million requested for military assistance for 
fiscal year 1959 is for items which we program on a worldwide, or 
noncountry basis. Detailed justifications for this amount are con- 
tained in the brown presentation book entitled ‘‘Non-Regional 
Programs.” These include primarily items listed as (1) special 
materiel programs; and (2) cost sharing programs, which will be the 
subject of later hearings before this committee. 

The reasons for programing these items on a noncountry basis vary. 
With respect to special materiel programs, for example, funds re- 
quested for ‘“Modernization—amissiles and aircraft,’’ will be used to 
order modern weapons which are vitally and urgently needed by our 
allies. Requirements for more than the requested amount exist at 
this time. Within the more limited amount in which orders can be 
placed in fiscal year 1959, however, we do not feel that we can make 
the best decision now as to exactly what countries will have the 
most urgent requirements for these items. On the other hand, the 
cost-sharing programs even when specific projects are undertaken, 
cannot meaningfully be associated with individual countries, as such, 
since they will benefit groups of nations with whom we are ‘allied by 
multilateral treaties. This is almost entirely applicable to NATO. 

With respect to the “special materiel programs” we have made an 
estimate, this year, of the impact of these programs in each recipient 
country. For purposes of comparison the same has been done for 
the fiscal year 1957 and 1958 programs. A summary of this infor- 
mation, together with regional totals, is found on pages 28 and 29 of 


the Worldwide book. 
FIRMNESS OF COUNTRY PROGRAMS 


Mr. Passman. Again breaking the rule I suggested to the com- 
mittee, will the gentleman yield’ at this point? On page 2 you say, 
“Within the more limited amount in which orders can be placed in 
fiscal 1959, however, we do not feel that we can make the best decision 
now as to exactly what countries will have the most urgent require- 
ments for these items.” 

That means, of course, that you may actually justify funds for one 
country and use the money in another country. 

Mr. Suurr. To some extent, yes. 

Mr. Passman. Would this not indicate that you are actually asking 
for money for a program that is speculative and which is not positively 
firmed up? 

Mr. Suurr. We have firmed it up just as much as it can be firmed 
up. 

Mr. Passman. But it is not sufficiently firm so that you know 
definitely where the money will be spent in these countries that you 
mark in these books as secret or classified. 
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Mr. Suurr. I can only say that there probably will be some changes 
in this program as there have been in every other program that we 
have ever had and probably any one that we will ever have in the 
future, s 

Mr. Paton: Do you know of any instances where they have been 
so specific in the past that the money would not be spent in the 
countries where you are requesting the appropriation for it to be 
spent? 

Mr. Suourr. In other years, Mr. Passman, this committee and 
other committees of Congress have said that we have been trying to 
hide something by not assigning to various countries wherein our best 
judgment we think these special materiel programs will end up. 
This year we have tried to estimate validly where the special materiel 
programs will eventuate. I can only say to you, sir, that this is our 
very best judgment as to where the impact will fall in our special 
materiel program in the various countries.concerned. This is not an 
illustrative program as such. This is our vest best judgment as to 
where these things will go. If they change, they will change on the 
basis of facts which will take place after this hearing. 

Mr. Passman. I am definitely not questioning the gentleman’s 
statement, but I do say that you are asking us to appropriate money 
for a program and you cannot state at this time that the program is 
firm, that you want flexibility so that what may be appropriated for 
one particular country as justified may be spent in some other country. 
The program appears just as loose as it can be as far as this statement 
is concerned. 

Mr. Suurr. No, sir. We put that statement in there, sir, to be 
completely honest with you. We have not always been able to say 
this with as complete conviction as I say it today. In other years we 
have made illustrative programs. This is not an illustrative program. 
No program that is ever made is so firm that it will not change. I 
can only say this is our best judgment, but I put this statement in 
here, this particular phrase in here, with the idea of telling you that 
in some situations this may change to a greater or lesser extent. 

Mr. Passman. I think the statement speaks for itself, that you are 
asking the Congress to appropriate money for a program when you 
cannot tell the Congress that this money will be spent one place or 
another. Under this language, if it is not cleared up, you could 
easily shift the funds anywhere you want to and in any amount, and 
not follow these classified reports at all. 

Mr. WiaGieswortu. If we are going to ask questions at this point, 
will the chairman yield? 

Mr. Passman. I will have to yield. I could not let this statement 
go by. 

Mr. WiccGLeswortn. Just one question. Am I correct in my 
understanding that in your judgment this is the firmest presentation 
in terms of program that this committee has had up to date? 

Mr. Suurr. This is my impression, sir. I have not been presenting 
this program personally all this time, but I have heard that this is 
the firmest program that the Congress has had. 

Mr. PassmMan. Of course Members have a right to agree with that 
Opinion, or to disagree. As far as I am personally concerned, there 
are many unanswered questions, but I shall try not to interrupt you 
any more until you complete your statement. 
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Mr. Suurr. Just in an attempt to clarify this a little more, Mr. 
Chairman, I would refer you to page 6 in the nonregional book, if 
you would care to refer to that. 

(Discussion held off the record.) 

Mr. Suurr. There is no question about the validity of the world- 
wide requirement, Mr. Chairman. That is as valid as we can make 
it under any circumstances, but we did want to be completely honest 
with this committee and tell them that it was conceivable that some 
individual country would not get exactly what we have in this program 
for them. 

Mr. Passman. It would not be valid if other countries took an 
attitude as Yugoslavia did, for example, and said, ‘‘We don’t want 
any more of it,”’ would it? 

Mr. Suurr. Sir, it would not be valid if a country did not want 
any more aid. 

Mr. Passman. It is my understanding Yugoslavia requested that 
the aid be cut off. 

You may proceed. 

Mr. Suurr. Adding to each country program the portion of the 
special materiel programs which we estimate will ultimately go to 
that country, you will note that $1.5 billion of the worldwide fiscal year 
1959 request is justified on a country-by-country basis. No attempt 
has been made to associate cost-sharing projects with individual 
countries. 

PROGRAM FOR EUROPE 


With this background, let me turn to the proposed fiscal year 1959 
program for Europe. The European area includes all of the European 
NATO countries except Greece and Turkey, which will be covered 
when we present the request for the Near East area. It also includes 
a fiscal year 1959 program for Spain. No military assistance program 
is planned for Yugoslavia in fiscal year 1959. 

As indicated on page 7 of the regional book, our request for Europe is 
$392 million, which is composed of $206.6 million for European country 
programs and $185.4 million for special materiel programs. This 
request compares with a total fiscal year 1958 program of $416.6 
million and a total fiscal year 1957 program of $407.5 million. 
A summary of this information is set forth in table I, below: 


TaBLe I,—Military assistance programs for Europe 
{Millions of dollars] 


— 
| Fiscal year | Fiscal year | Fiscal year 











1957 1958 1959 pro- 
posed 
aS aati ities petioeis 
Country materiel and training program 278.9 8 206 6 
Special materiel programs ______- ah 128.6 7.8 185. 4 
Reni ntan Betas ire dn bens a, 


407.5 416.6 = 392. 0 





The European countries will also benefit from cost-sharing programs 
for NATO which I will discuss later. 
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UNITED KINGDOM 


Mr. Passman. What would be the effect on this program if Great 
Britain should go through with present plans to scrap its airforce 
and convert to guided missiles? 

Mr. Suurr. Sir, I am not aware that this is in prospect. 

Mr. Passman. Did you read of the debate in the House of Com- 
mons yesterday and the statement by the leaders? 

Mr. Suurr. I know there is much consideration of this matter. I 
did not realize, however, that it had reached that point. 

Mr. Passman. If they should discontinue most of the air force, as 
the papers indicate being probable, would that action have any effect 
on the amount of money for this program? 

Mr. Suurr. I would guess that it would have an effect on this 
program, Mr. Chairman. However, I would like to call the com- 
mittee’s attention to the fact that we deprogramed a considerable 
amount of money from the British aircraft program and have put it 
into intermediate range ballistic missiles. 

Mr. Passman. That, however, was in the offshore procurement 
program. 

Mr. Suurr. Yes; that was our offshore procurement. 

Mr. Passman. You may proceed. 


PROGRAMS FOR NATO 


Mr. Suurr. General Norstad is scheduled to appear before this 
committee to talk spec ific ally about the importance and accomplish- 
ments of the NATO alliance. Because military assistance in Europe 
is so closely related to NATO, however, | want now to make a few 
summary remarks about this program for NATO. Table IL shows 
that part of the fiscal year 1959 request, and the fiscal year 1957 and 


1958 programs, which is for the direct support of the NATO defense 
effort: 


TaBLeE II.— Military assistance programs for NATO 


{Dollars in millions] 





Fiscal year Fiscal year Fiscal year 


1957 1958 1959 proposed 

Ory ea io sn io eck bide iel.-- lice 392. 6 334.7 307.8 
Special materiel programs...............-...csccbenesenee ane 167.5 371.4 302. 2 
CONE. itech cccccieedbasinkstperey adenine 560. 1 706. 1 610.0 

Cost sharing programs______- shiawi citeee eae oeeisien ae 103. 5 131.6 127.5 





BO ntttntte ts 4b yee ihc tpipnaanaiien 663. 6 837.7 737.5 





The country materiel and special materiel program figures include 
our request for Greece and Turkey, but exclude Spain. The figures 
also include the cost sharing programs. 

(Off the record.) 

Mr. PassmMan. You are speaking of a very small portion of the over- 
all military contribution for equipment and forces; are you not? 
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Mr. Suurr. I was answering Mr. Denton’s question as it relates 


to cost sharing. J do not know where you picked it out of here, 
Mr. Denton. 


Mr. Denton. Page 4. 

Mr. Suurr. Yes, sir. This portion will go to the NATO countries, 
but to which country it will go has not yet been decided. 

Mr. PassmMan. What is the total amount? 

Mr. Suurr. In the 1959 program it is $127.5 million, sir. There 
are other things, such as facilities assistance and infrastructure. 


CONTRIBUTIONS TO INFRASTRUCTURE 


Mr. Passman. Who is contributing to infrastructure in Great 
Britain? 

Mr. Suurr. All of the NATO countries, sir. We pay about 39 per- 
cent and the rest is paid by other NATO countries under an agreed 
formula of percentages. 

Mr. Passman. Are any countries making contributions to the 
infrastructure program where the nation itself is not the recipient of 
the program? 

Mr. Suurr. Canada. 

Mr. Passman. I am speaking of European countries now. 

Mr. Suurr. I think pretty nearly every country has had some- 
thing, certainly some military assistance program. Iceland does not 
contribute in this area. Of course, they have no military force, so 
we do not have a military assistance program for Iceland. 

Mr. Wiaciesworta. Off the record, Mr. Chairman. 

(Off the record.) 

Mr. Passman. Is that not perfectly natural inasmuch as there 
have been no bases or equipment destroyed? Eventually you will 
complete the program if you keep appropriating money; will you not? 

Mr. Suurr. I do not know when we will arrive at that point, 
Mr. Chairman. These things do not remain static. 

Mr. Passman. You may proceed with your statement. 


COST-SHARING PROGRAMS 


Mr. Suurr. The fiscal year 1959 cost-sharing programs include the 
facilities assistance programs for which $20 million is requested, infra- 
structure $60 million, International Military Headquarters $7.5 
million and mutual weapons development programs $40 million. 
We identify these as cost-sharing programs because the amount of 
United States and allied contributions is a matter of specific agreement. 
The total of these cost-sharing programs is $127.5 million. 


NATO 


The military assistance program for NATO countries is primarily 
for the support of forces committed to NATO defense, and under the 
operational control of international NATO commands. The mission 
of NATO forces is (1) to deter aggression and (2) to defend the NATO 
area if attacked. The NATO deterrent is composed of three elements: 

(a) The shield, those forces actually located at and holding the 
forward line of the NATO area. The shield consists of ground, naval, 
and air units; it includes both conventional forces and those with 
nuclear delivery capability. 
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(b) Retaliatory forces, which are long-range air atomic units; and 

(c) Of equal importance, the will and determination to use those 
forces for the purpose for which they are intended. That will and 
determination will remain strong and unshaken only so long as there 
is military strength in being in NATO forces adequate to the effective 
performance of their mission. The importance of maintaining and 
increasing the strength of those NATO forces cannot be overempha- 
sized, because the security of the European area is absolutely essential 
to our own security. Europe’s strategic location, mobilization base, 
industrial capacity, and highly skilled manpower must be protected 
and preserved for the service of the non-Communist alliance. 

The loss of Europe would be a devastating blow of extreme tragedy 
which, added to the Soviet threat, would make our position entirely 
untenable. It would not only be an enormous subtraction from the 
collective security of the free world, but perhaps even a more devas- 
tating addition to the strength of the Sino-Soviet bloc. 

Our request for Europe in the coming fiscal year represents a care- 
fully planned program of the various kinds of military assistance 
which will contribute significantly toward developing and maintaining 
effective NATO forces. 


COUNTRY MATERIEL AND TRAINING PROGRAMS 


I would now like to turn specifically to the $206.6 million requested 
for country materiel and training programs for European countries 
which is the portion of our total request of $1.8 billion which is 
specifically under consideration today. Let me remind you again that 
this does not include Greece and Turkey, the special materiel programs, 
or the cost-sharing programs which will be the subject of later hear- 
ings devoted to the Near East and the nonregional programs. 

The major requirements of the conventional units of the shield 
forces have been largely provided for by the European countries them- 
selves, and by the United States military assistance in prior years. 
Although NATO is perhaps our strongest military alliance, there will 
be a continuing need for United States military assistance if our NATO 
allies are to have certain critical materiel which they are not in a 
position to provide. There is still a need for force maintenance- 
spare parts, replacements of wornout equipment, training and train- 
ing ammunition, and a substantial need for essential force improve- 
ments. This request for $206.6 million will provide the followimg for 
European countries: 


TaBLeE III.—Fiscal Year 1959 MAP request for Europe 


{In thousands] 

APO A bods ds ied eek diel $85, 357 
I sides os tone eta os him nda te Swe bicantins) cppbigutiield «is amare 16, 629 
I RIGOR WORICIOG, WORN nian tb deen vinin pices inp meer pies 53, 367 
IN 4 5 co cerned cans ce ee eats oe nna cea 20, 378 
Seer: oe ee eee ey oe 16, 340 
OGher snnbettel: 31s) bei ecu ews Bee. Bn te 6, 054 

TO TOMI a cca iia shina te idee As tk abe ieee ee 198, 125 
DEORE 6 a nat Goa ac anon ne cen Ghee he a an eee 8, 440 

DORM oon wicca eniaddnwnednns cuales ae 206, 565 
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The details of the distribution of this aid are shown in the country 
sections of the blue book. I will be glad to answer any questions 
you may have on the proposed program for Europe. 

Mr. Passman. Thank you, Mr. Shuff. We shall ask questions later, 


AFRICA 


STATEMENT OF DEPUTY ASSISTANT SECRETARY OF STATE FOR AFRICAN 
AFFAIRS 


Mr. Passman. The next witness is Mr. Joseph Palmer 2d, Deputy 
Assistant Secretary of State for African Affairs. 

Mr. Paumer. Mr. Chairman and members of the committee, I 
welcome this opportunity to discuss with you the mutual security 
program of 1959 for Africa. 

The great continent of Africa is emerging to the forefront of world 
attention. The recent meeting concluded at Accra by representatives 
of eight independent African States is both significant and symbolic 
of the prodigious changes that are taking place in an emerging Africa. 
This meeting is, in fact, concrete evidence that Africa is developing 
a personality of its own and intends to play a vigorous role in world 
affairs. 

The developments which are taking place in Africa today are 
enormously complex. They will not lend themselves to easy solutions. 
But unless we can convince these new states that we stand ready to 
help them with their problems, our present high hopes for a stable 
and moderate evolution may well be dashed. 

Since World War II, 5 new African states—Libya, Morocco 
Tunisia, the Sudan, and Ghana—have taken their place among the 
family of free nations, 4 of them within the last 2 years. The same 
pressures by the forces of nationalism and the same sympathetic 
responses by the administering powers which combined to give the 
impetus to these new political entities are now hard at work in other 
vast areas of the continent. Somalia, by the decision of the General 
Assembly of the United Nations, will receive its independence in 1960. 
Nigeria is scheduled to achieve the same status at about the same 
time. Among other British African territories, the Federation of 
Rhodesia and Nyasaland and Uganda are proce eeding rapidly along 
the road to self-government. In all of the French territories south 
of the Sahara, including the Trust Territories of Togo and Cameroun, 
advanced forms of representative self-government have recently been 
instituted. The prospects are that the number of independent and 
self-governing states on the African Continent will continue to increase 
in the years ahead. What is important for us and for them is that 
they remain genuinely independent. 

The attainment of independent and self-governing status by no 
means brings in its wake an automatic solution to the economic and 
social problems which demand the-attention of so much of the African 
Continent in common with other less developed regions of the world. 
Emerging Africa increasingly faces a pressing i for better public 





health, more extensive education, and more diversified economic 
development programs. In fact, no government could probably sur- 
vive for very long which failed to recognize these requirements and to 
show progress in their fulfillment. 

The new African states which have emerged—as well as those of 
longer duration—are governed by regimes which are moderate, 
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friendly, and dedicated to the maintenance of their independence. In 
this we are most fortunate for these are tremendous assets to the free 
world which must be conserved and strengthened. But if these mod- 
erate regimes are to maintain themselves and justify their present 
orientation, they must be able to. demonstrate to their peoples, in con- 
crete and understandable terms,.the adyantages of cooperation with 
the West and of middle-of-the-road approaches to the solution of their 
current pressing problems. 

Nor should we overlook the important influence these new states will 
have on the pattern of emerging Africa. To the extent that such new 
states are successful in maintaining their independence, in developing 
their human and natural resources and in playing a constructive and 
responsible role in world affairs, so will they inspire others and demon- 
strate to those about to achieve self-government the advantages of 
moderation and cooperation. Again, however, it is clear that external 
aid is a key to the realization of these advantages. 

Unemployment, trade deficits, scarcity of skilled labor and mana- 
gerial personnel, lack of resources, paucity of private and public in- 
vestment capital, and economic dislocations arising from uncertainties 
in their foreign relationships with other countries are but some of the 
problems facing the independent nations of Africa today. 

The United States obviously cannot and should not alone try to 
supply all the external assistance required to improve these conditions. 
We have long sought to establish the problem of the less-developed 
areas as a larger free-world responsibility. In no other area of the 
world are other western nations doing more to help the less-developed 
regions than in Africa. This assistance takes a variety of forms. 
Most of the European metropolitan powers are putting considerable 
amounts of resources directly into technical and economic programs 
in their African dependencies. “Additionally, through their joint de- 
velopment fund, the six Western European nations affiliated with the 
European Economic Community will make large sums available for 
developmental assistance in the African dependencies of member 
states. The United Nations technical assistance program, as well 
as the projects of the specialized agencies, also are having their 
beneficial effect. Recently, a number of the independent states of 
Africa south of the Sahara entered an organizational relationship with 
the administering powers of Western Europe to form the Foundation 
for African Mutual Assistance, which at its present state of develop- 
ment will be primarily concerned with facilitating bilateral technical 
assistance programs between the developed and the underdeveloped 
participating countries. 

In addition to these impressive efforts, private capital has made an 
enormous contribution to the development of Africa. As Secretary 
Dulles stressed in his recent appearance before you, we continue to 
favor the greatest possible participation by private capital in the de- 
velopment of the less-developed areas of the world. 

Even the combination of these resources, however, is not sufficient 
to meet the technical and economic development requirements of 
Africa today. Further sources of capital and know-how are needed. 
In accordance with the responsibilities which we have accepted in the 
postwar period, the nations of Africa look increasingly to us for leader- 
ship and for support for their political, economic, and social aspira- 
tions. Since we have a very real interest and stake in a politically 
stable Africa, we must be in a positaon to respond. 
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The importance of Africa to the free world cannot be overestimated. 
One measure of its strategic value is evidenced in the major United 
States air, naval, and communication facilities maintained in Morocco, 
Libya, and Ethiopia. The significance of the cape route as an alter- 
native to the Suez Canal was demonstrated a little more than a year 
ago. 

A little map study reveals the casual relationship between north Afri- 
can stability and peace and that of the European NATO and Mediter- 
ranean areas. Sub-Sahara Africa’s contribution of strategic raw 
materials—uranium, diamonds, manganese, tin, copper, chrome, to 
mention a few—is of vital importance to free world strength and 
security. 

In view of the political, economic, and social challenge currently 
faced by the newly independent and self-governing states of Africa, 
and in view of the strategic importance of African bases and African 
raw materials to the free world, the renewed Soviet threat to Africa— 
dramatically trumpeted at the recent Cairo Afro-Asian Conference— 
takes on increased significance. 

The establishment of an Afro-Asian Peoples Solidarity Council, 
which met during February in Cairo, and of a permanent secretariat 
in Cairo with both Soviet and Communist Chinese members, high- 
lights the eager Communist intention to exploit African soft spots 

wherever they find them. The Communists have already made some 
progress in penetrating individual labor organizations, youth groups, 
and nationalist organizations. They have cultivated students, par- 
ticularly the thousands studying in Europe, with some success. 
During the last year the Soviet bloc multiplied its economic overtures 
to the indep endent African states of Morocco, Tunisia, Liberia, Ghana, 
and E Baioea’ At the Cairo Conference, the Soviet de legate offered 
unlimited Russian economic aid, without strings, to any African state 
that merely asked for it. 


RUSSIAN OFFERS OF ECONOMIC AID 


Mr. Passman. Would you provide us copies of one of those con- 
tracts? You are evidently in possession of that knowledge, the type 
of contract that the Russians offer these countries without strings. 

Mr. Patmer. That was a verbal offer, Mr. Chairman. It was not 
offered in the form of a contract. 

Mr. Passman. You are making a statement of fact, here, are you 
not? 

Mr. Patmer. I am making a statement of fact that that is what the 
Soviet delegate—— 

Mr. Passman. There is nothing in writing on it? 

Mr. Pater. I can furnish what the Russians, or what our reports 
say the Russian delegate, had to say. 

Mr. Passman. As you are specific here, I wish you would be just as 
specific in giving us a copy of that material. If it is verbal, then we 
could just forget it altogether. If there is a record whereby Russia 
offers the aid in such manner, without strings attached, let the com- 
mittee have a copy of that information. 

Mr. Pautmer. It will be a verbal statement. 

Mr. Passman. Then just forget it and kindly continue. Thank you. 

Mr. Patmer. Soviet trade missions are now following a soft sell 
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line in Africa. Cultural attractions are being used to weaken resist- 
ance to contact with Soviet bloc peoples. Soviet diplomats are seek- 
ing to extend their very limited number of diplomatic posts. Sovier 
propaganda materials, in African languages, will soon be flowing out 
from the new Cairo center. 

United States objectives in Africa are simply stated. As a responsi- 
ble world power the United States seeks to contribute to the peace, 
stability, and prosperity of the African Continent. We favor the 
orderly development of the area toward self-government. To the 
extent possible, we stand ready with positive programs to assist the 
newly independent States to remain strong and able to work out their 
own destinies without outside interference by inimical interests. 

The United States encourages these developments without seeking 
to displace anyone in Africa. We regard sympathetically the legiti- 
mate aspirations of the African peoples, ‘while at the same time 
encouraging their retention of mutually advantageous ties with 
European powers. 

We recognize the essentially complementary character of the Euro- 
pean and African Continents. The economies of the European powers 
would suffer greatly if they were denied access to African markets, 
raw materials, and investment opportunities. Africa, at the same 
time, can effectively expand its less highly developed economies with 
the technical knowledge, capital, export markets and manufactures 
which Europe and the other free-world countries are able to provide. 

The orientation of Africa will, in the long run, depend on where the 
leaders and peoples feel their best interests lie. The ability of the 
West to encourage the pro-Western orientation of Africa will, more- 
over, probably depend less on our ability to convince Africans of the 
dangers of communism than on our demonstrating to them in positive 
terms the advantages of cooperation with the West. 

The mutual security program is a vital arm of United States foreign 
policy in Africa. As elsewhere, it is contributing to achievement of 
both short- and long-term United States objectives in that continent, 
Its personnel carry out programs which are as integral a part of our 
foreign policy as those implemented in the course of our more tradi- 
tional diplomacy. The county agent from Oklahoma, explaining new 
agricultural techniques to Ethiopian counterparts; the Ohio University 
professor assisting Nigerian education ministry officials with secondary 
education development; the American soldier explaining the use of a 
United States defense weapon to a Libyan; the doctor from Alabama 
serving in a Liberian clinic—all are making major contributions to 
the achievement of United States aims in Africa. 

By our economic and technical aid to Africa, we are making it 
possible for the leaders and people of Africa to tackle their pressing 
internal problems with a serious hope of meaningful progress by 
nontotalitarian methods. This hope, and the challenge to make good 
on it, offer a healthy focus for the strong nationalism of the newly 
independent peoples—a focus much needed to nullify the appeal of 
irresponsible extremist movements which feed on hopelessness. 

While economic development is primarily a task for the peoples of 
Africa, our mutual security program is going far toward removing those 
bottlenecks to development, such as a lack of capital and certain kinds 
of technical and administrative know-how. Our aid is also spurring 
action which has meaning in terms of the emerging aspirations of all 
classes and regions in a country. 
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My colleague of the Defense Department is prepared to answer 
your specific questions on our military-assistance programs in Africa. 
His statement, which will be submitted for the record, explains the 
fiscal year 1959 military programs. At present, the United States 
grants modest military assistance to two independent African coun- 
tries—Ethiopia and Libya. These programs are designed to con- 
tribute to the continued free world orientation and stability of their 
governments by enabling them to maintain armed forces adequate in 
size, training, and equipment to assure internal security and to deter 
and defend themselves against local aggression. This is the primary 
purpose of military assistance in: Africa. 

The statement of my ICA colleague, Mr. Van Dyke, will set forth in 
greater detail our plans for fiscal - year 1959 economic and technical 

assistance programs for Africa, and also the specific program accom- 

plishments, er = Libya, Liberia, and Ethiopia, where our 
programs, after some years of operations, are now beginning to show 
solid achievements in “Getlies of better agricultural methods, better 
health, better education, and more opportunities for increased 
industrialization. 

These accomplishments are giving opportunity for the peoples of 
these countries to develop an increasing measure of confidence—both 
as nations and as individuals—that they can make progress with 
their problems through their own efforts. As such, the programs 
which our aid is making possible have become important symbols of 
natural capabilities, intrinsic worth, and national dignity. 

The mutual security program is thereby contributing to our overall 
purpose in Africa—protecting our national interests, building confi- 
dence in the United States, developing African confidence in them- 
selves, and demonstrating that United States and African interests 
are parallel, 

A responsible Africa is emerging on the world scene. We must 
stand prepared to give it sympathetic support and assistance if its 
great potential is to be achieved in a manner which will also benefit 
the free world. 

Approval of the 1959 mutual security program for Africa in the 
amounts requested is of signal importance to the realization of the 
objectives of peace and stability in that vital part of the world. 

Thank you, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Secretary 


STATEMENT OF REGIONAL Director, OFFICE oF AFRICAN AND 
EUROPEAN OPERATIONS 


We shall now hear from Mr. Van Dyke. 

Mr. Van Dyke. Do you want me to read the entire statement? 

Mr. Passman. Yes, please. 

Mr. VAN Dyke. The testimony of the previous witness has described 
the political changes which are occurring in Africa. Changes in the 
economic life of the area are no less signific ant for the United States 
and the free world. 
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After centuries of isolation and relative stagnation, Africans have 
become aware that most of the world enjoys a better life than they do 
in terms of material things. This, they are finding, is a paradox, 
since the continent has great economic resources. African leaders 
are increasingly expressing their determination to close the breach 
between this untapped potential and the awakening aspirations of 
their peoples. The question is how this task will be accomplished 
and whether it will be accomplished without recourse to authoritarian 
methods. Outside capital and technical assistance in quality and 
volume will be needed. Africa is now looking to the free world for 
this assistance, but the Communist bloc recognizes Africa’s material 
needs and the uncertain form of its future political development. 
Our economic assistance program for fiscal year 1959 is prepared in 
recognition of the strong United States interest in the course of 
African economic development and the necessity to support that 
interest firmly. 

The problem of economic development in Africa is formidable at 
this beginning stage, but the principal requirements are clear. Briefly 
Africa needs large amounts of outside capital for investment and 
Africans must acquire the array of skills and abilities—technical, or- 
ganizational, and executive—which are required for sustained economic 
growth. 

An inventory of the outside resources, other than our own, which 
are available to help meet these requirements, though not sufficient, 
is substantial and heartening. I would like to summarize its features: 

(1) Private foreign investment is of growing significance, mainly in 
extractive industries. The greatest single present potential relates 
to the promising oil explorations in North Africa. 

(2) International Bank for Reconstruction and Development: The 
Bank has disbursed about $95 million in Africa from 1955 through 
1957. 

(3) United Nations technical assistance has been devoting over $3 
million annually to Africa and is expected to expand this amount 
several times over in the immediate future. 

(4) European Governments have been spending some 600 to 700 
million dollars annually in African areas, principally for economic 
assistance to their dependent areas. It is in our interest to encourage 
European governmental contributions to African development, and 
we will continue to do so. 

There are also a number of instruments available to the United 
States Government to assist African economic development. African 
countries are currently drawing 10 to 15 million dollars annually from 
the Export-Import Bank. Public Law 480 sales of surplus agricultural 
commodities and attendent local currency loans for economic develop- 
ment are also a potential source of development assistance. So far, 
however, such sales have been very small because of the small com- 
mercial import demand which Africans, with their low average 
incomes, now have for our surpluses. 

The Development Loan Fund will be available to provide long-term 
deve lop ment capital. Finally, we have the Mutual Security Provram. 
Special assistance can be prov ided under the Mutual Seeu irity Program 
where the United States interest requires types of aid other than 
Development Loan Fund loans, as well as technical cooperation, 
designed to fill part of the huge deficit in human skills. 


25164—58——_39 
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SCOPE OF PROGRAMS TO DATE 


About 2 years ago our African programs were limited to small 
technical cooperation programs in Liberia, Ethiopia, Somalia, Libya, 
and a few pilot projects in British African territories and a beginning 
development assistance program in Libya. During the past 2 years, 
this program has accelerated and new programs have been introduced 
in Tunisia, Morocco, — Ghana. 

The progression since fiscal year 1956 is as follows: Obligations for 
technical cooperation, which totaled $7.8 million in fiscal 1956, in- 
creased to $9.3 million in fiscal year 1957 and to an estimated $10.4 
million in fiscal year 1958. Development assistance was $5 million 
in fiscal year 1956 and $45.6 million in fiscal vear 1957. Defense 
support was $6.6 million in fiscal year 1957 for Ethiopia only. Special 
assistance, the partial equivalent for development assistance and de- 
fense support, was $52.4 million in fiscal year 1958. Thus the total 
of these economic and technical assistance programs for Africa was 
$12.8 million in fiscal year 1956, $61.5 million in fiscal year 1957, and 
$62.8 million in fiscal year 19! 58. This total, of course, leaves out of 
consideration the possibility of Development Loan Fund loans which 
are expected to cover in fiscal year 1958 certain of the longer term 
investment requirements in Africa as well as other regions. There 
have been a large number of loan requests and inquiries under con- 
sideration by the Development Loan Fund from Africa during fiscal 
year 1958. While no funds have as yet been disbursed for Africa, it is 
expected that Development Loan Fund loan disbursements in Africa 
may run as high as $100 million annually when the Development Loan 
Fund reaches full-scale operational leve: and if sufficient funds become 
available. 

PROGRESS TO DATE 


The relative newness of our African programs is reflected in cumu- 
lative expenditures of $68.5 million through last June 30, together 
with a relatively small pipeline. Although expenditures are low com- 
pared to the vast measure of the job to be done, a useful start has been 
made toward reducing some of the major obstacles to economic growth 
in Africa. In Libya our development programs of the last few years 
are beginning to show good results, and national output is estimated 
to have increased almost 50 percent between 1954 and 1957. 

Our African programs are still in their early stages. Many of the 
activities proposed for fiscal year 1959 are a continuation of programs 
begun in previous years and expected to continue some years in the 
future. However, it has already been possible to carry a number of 
projects to successful completion turning them over to local initiative. 

For example, in Liberia, where we have our oldest technical coopera- 
tion program, 21 projects have been completed. One outstanding 
example in Liberia was a project in rural elementary education. Jn 
this case, the ICA educational adviser encouraged the people of the 
remote village of Sanoquelle to build their own schools. Beginning 
in 1956, with a little over 1 year’s effort. insvired principally by one 
ICA technician, Sanoquelle has become the focal point of a complete 
rural school district with one 8-grade school and nine 4-grade schools 
in surrounding villages. 
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LIBERIA 


Mr. PassMan. Did you read Senator Ellender’s report on Liberia? 

Mr. Van Dyxe. | did some time ago. 

Mr. Passman. What did you think about it? 

Mr. Van Dyke. | would have to review it, Mr. Chairman. 

Mr. Passman. I| wish you would do so and then comment on it to 
the committee. 

Mr. Van Dyke. I would be glad to. 

This pattern of village self-help established under the ICA project 
will now form the basis for extending elementary education throughout 
other rural areas as these are opened up by new highways. 

In Uganda, ICA gave financial assistance to a school training 
apprentices in building and repairing small utility boats for fishing 
and light transport. Four graduates from the first course have 
started a boatbuilding business of their own, an innovational endeavor 
for native Africansin Uganda. In Kenya, similar assistance was given 
to the road authority training school which, during the period of ICA 
help, graduated 87 supervisors, skilled machine operators, and 
mechanics. 

In the health field, projects are underway in several countries to 
establish health department and clinical facilities and to train tech- 
nicians to operate them. Improved sanitation and health practices 
are being taught. Direct attacks are being made on certain specific 
diseases which make major inroads on health and productive ability. 
One example of this type of project is found in Libya where trachoma, 
an eye disease, is one of the most serious afflictions of the Libyan popu- 
lation, not only in terms of human suffering but also from the stand- 
point of the economic losses it brimgs. The ICA program there has 
already reduced the trachoma rate by about 70 percent, and continued 
efforts are expected to reduce the overall incidence of the disease to a 
manageable level in a number of years to come. 

While these examples indicate a certain accomplishment, they 
attack only a small fraction of the total problem of Africa’s economic 
development. Aside from questions of amounts of assistance and the 
future results that are expected to materialize, we must also bear in 
mind the importance of a continuing attitude of awareness to Africa’s 
most urgent needs. The United States needs to do its part to develop 
African confidence that the free world is in fact alert to the importance 
of orderly economic growth in Africa. The development of this 
confidence is as important as the eventual results of specific activities, 
and will require an expanding United States mutual security effort. 


STATUS OF PIPELINE 


The pipeline of unexpended obligations for African economic 
assistance will be about $65 million at the end of this fiscal year, of 
which about three-fourths will be recently obligated fiscal year 1958 
funds. The individual pipelines for each country are shown in a table 
in the lower right-hand corner of the first page of each country section 
in the classified presentation books. 

Although the African pipeline has been gradually expanding- 
along with the growth in the total size of the African programs—its 
estimated level for June 30, 1958, represents only about two-thirds of 
a year’s money at the program level proposed for fiscal year 1959. 
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It may represent an even smaller portion of annual program require- 
ments it, as is quite possible, new contingency requirements develop 
that are not specifically provided for in the presentation books except 
through the request for a contingency appropriation under section 401. 

This pipeline, and the new obligations proposed for fiseal year 1959, 
are the minimum funding needed to sustain the flow of commodities, 
technicians and participants that is required to achieve the program 
purposes described in the various country sections in the Europe and 
African presentation book before you. 


PROPOSED FISCAL YEAR 1959 APPROPRIATIONS 


Our proposals for fiscal year 1959 are shown on page 122 of your 
presentation books. $97.5 million in fiscal year 1959 special assist- 
ance and technical cooperation is requested. This compares to $62.8 
million in fiscal year 1958, $61.5 million in fiscal year 1957 and $12.8 
million for fiscal year 1956. 

The principal increase is in our fiscal year 1959 proposal for special 
assistance, $83 million compared to $52.4 million in fiscal year 1958. 
The largest part of this increase would support urgent needs of the 
three newly independent North African countries, Morocco, Tunisia, 
and Libya, which are being subjected to the greatest internal and 
external political strains in their efforts to develop. Economic diffi- 
culties in these countries have already increased the need for fiscal 
year 1958 special assistance by about $15 million over the illustrative 
program presented here last year. While our fiscal year 1959 pro- 
posal was carefully estimated in the light of presently foreseeable 
requirements, emergency needs may again arise next year which can 
be satisfied only from an adequate section 401 reserve. 

The accelerated pace of ICA activities in Africa during fiscal year 
1959, plus the carryover of unexpended funds from fiscal year 1958, 
is expected to hold the increase over the year in the pipeline of unex- 
pended obligations to about $14 million, despite the proposed increase 
in obligations of $35 million compared to fiscal year 1958. 


PROGRAM COMPOSITION 


All of the fiscal year 1959 technical cooperation funds requested, 
$14.5 million, and about one-fourth of the special assistance funds, 
$21.2 million, would be used to support the development of specific 
projects, principally in agriculture ($11 million), industry and trans- 
port ($10.2 million) and education ($6.6 million). The remainder of 
the special assistance funds, $61.8 million, would finance general 
commodity imports. Over half of this amount would be used for 
imports of industrial machinery and equipment, raw materials and 
fuels: a third would be used for the import of agricultural commodities 
including surplus commodities under section 402. 

The functional purpose of 45 percent of the technical cooperation 
funds is to finance services of about 420 United States employed tech- 
nical specialists in the fields of education, public health, industry, 
agriculture, resource development and public administration. An- 
other 20 percent would be used to finance contract services, principally 
with United States universities to assist in strengthening educational 
institutions. Somewhat over 10 percent would finance training in 
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the United States and Europe for key Africans, principally in the fields 
of public administration, agriculture, health and education. The 
remainder of the funds would be used for contributions to cooperative 
services, demonstration supplies and equipment and other costs. 

In agriculture, emphasis is upon projects to establish extension 
services for disseminating up-to-date farming techniques. In dry 
countries, efforts will continue to support the control and development 
of water supplies through irrigation and well drilling. In education 

an effort will be made to step up teacher training, especially training 
teachers to teach other teachers. Major public health projects would 
help continue the battle against specific diseases, such as trachoma or 
sleeping sickness, which lower productivity or prevent exploration of 
whole areas rich in potential economic resources. Industrial assist- 
ance centers upon advice and proper organization for the development 
of indigenous enterprise and the creation of an inviting climate for 
private foreign investment. A prominent part of the general tech- 
nical assistance effort would be to assist the government to organize 
and plan properly for economic development. 

The purpose of the programs presented here is to enable the United 
States to make an effective response to growing needs of newly pro- 
gressing Africa. The firm support of this purpose will go a long way 
to assure a stable, friendly Africa as the peoples of that continent 
become a greater politic ‘al and economic force in the world. 

Thank you, Mr. Chairman. 

Mr. PassmMan. Thank you, Mr. Van Dyke. 

Off the record. 

(Discussion off the record.) 


STATEMENT OF Deputy ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SecurRITY AFFAIRS 


MILITARY ASSISTANCE PROGRAM IN AFRICA 


Mr. Passman. We shall now hear from the Deputy Assistant 
Secretary of Defense, International Security Affairs, Mr. Charles H. 
Shuff. 

Mr. Suvurr. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, the proposed fiscal 
year 1959 military assistance program for Africa is set forth on page 
120 of the blue Europe and Africa presentation book. You will note 
that aid is planned for only two countries, Ethiopia and Libya, and 
that the total amount requested is $9 million. This total is composed 
of $7.3 million for individual country materiel and training programs 
and $1.7 for special materiel programs. The $9 million we are asking 
for fiscal year 1959 compares with a total fiscal year 1958 program of 
$8.3 million and a total fiscal year 1957 program of $9.2 million. 
Detailed justification for the fiscal year 1959 request and further 
information as to the content of the proposed programs is presented 
under the appropriate country tabs in this same blue presentation 
book. 

In general terms, I want to emphasize the fact that the importance 
of these African programs is far greater than their comparatively small 
size would seem to indicate. With respect to Ethiopia, for example, 
we are assisting a stanch and proven ally. Ever since the outbreak 
of the Korean conflict, this proud and independent nation has stood 
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firmly with us and other Western Powers. The military equipment 
and training we have furnished over the past 4 years has, by pro- 
gressively improving the mobility and effectiveness of Ethiopian 
forces, increased their capability to maintain internal order, to control 
unruly tribes on the eastern provinces, and, most import, to resist 
Communist subversion and deter or defend against local aggression. 

In Libya, the King and the present Government are oriented toward 
the West; but this country is constantly subjected to blandishments 
and subversive pressures of international communism. The Gov- 
ernment sorely needs a stronger and more effective national army to 
keep internal order and to maintain unity in the face of divisive 
tendencies of provincial chiefs who are supported by their own local 
armed forces. The importance of helping Libya to strengthen her 
forces is underscored by the fact that the British are also assisting 
with military and financial aid. However, the level of British assist- 
ance is not sufficient to achieve our mutual objectives and we must 
do our part in this joint undertaking by providing the relatively 
modest amount of equipment and training programed for Libya in 
fiscal year 1959. 

Mr. Passman. Thank you, Mr. Shuff. Off the record. 

(Discussion off the record.) 

The Committee is now adjourned. 


Monpay, May 19, 1958. 
BRIDGE IN BERMUDA 


Mr. Passman. I should think that some of the department heads 
present would be familiar with what I shall refer to as a controversy 
over a bridge to be built in Bermuda. 

Some of you are familiar with that situation. I am not speaking 
of the details but of the fact there was a claim that we owe the 
Bermudians a bridge. 

Mr. Barness. I am, Mr. Chairman. 

Mr. PassMan. I want to be completely fair about this. I do not 
think it would be fair to catch any witness or department head off 
guard and ask him to testify on this item without affording him an 
opportunity to familiarize himself with the file. In all probability 
this should be someone from the Defense Department, because the 
matter was referred to the Defense Department last year. 

I am wondering if Mr. Shuff, as he is representing the Defense 
Department item in the bill, should not familiarize himself with the 
entire situation. That is only a suggestion. 

We will have to establish for the record whether or not we have a 
commitment; if so, for what amount? 

As long as you are handling the appropriation items for Defense, I 
should think you would be the one to familiarize yourself with the 
entire file and help us either to disapprove or approve the item. 

What would be your suggestion? 

Mr. Suurr. I would like to talk with Mr. Barnes, the Coordinator, 


and either he or I will speak to the matter after I familiarize myself 
with the file. 
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Mr. PassmMan. That is fair. 

This is not a State Department item. The State Department might 
be involved, but this matter was before the Defense Committee last 
year for an appropriation, and it was not approved. The record will 
indicate the reasons. 

Mr. Barnes. We would be delighted to come back before you at 
any time you so desire with any witnesses you wish to name, Mr. 
Chairman. 

Mr. PassMaAn. You select the witnesses. We want to be com- 
pletely fair about this. 

Mr. Barnes. I did appear before members of your staff, accom- 
panied by the Assistant General Counsel of the Defense Department, 
to testify on this item. 

We can come back with the same people or I am sure Mr. Shuft 
would be delighted to get into some of the legal details of this and 
come back himself to testify. 

I agree with you that the requirement. here is primarily a Defense 

requirement and it is their first responsibility. 

It is, however, a problem which has existed in foreign relations 
between the United States and the United Kingdom for a period of 
years and therefore is very much a matter of concern to the Depart- 
ment of State as well. 

Mr. PassMan. Certainly the Department of State would be 
interested in the item. 

You have been before the Defense Subcommittee on Appropriations 
for the money in the past and the request was turned down? 

Mr. Barnes. That isright. It was requested as part of the current 
year’s fiscal appropriation to the Department of Defense. It was 
turned down as an inappropriate item for that account. 

Mr. Passman. You should have an opportunity to study the file 
before we ask our questions on the matter. 

Mr. Barnes. It would be essential from your standpoint that you 
have both a Defense and State Department witness when you go into 
this. 

I am equally certain Mr. Shuff would like to have his Assistant 
General Counsel present with him because it is primarily a legal 
question and not a policy question. 

Mr. PassmMan. You will please work out these details. 

Mr. Suurr. We will, sir. 

(Discussion held off the record.) 


UNEXPENDED BALANCE OF MILITARY ASSISTANCE FUNDS 


Mr. PassMAN. It might be well at this point to restate for the record 
the estimated amount of funds unexpended in the military defense 
appropriation item. 

Do you have that information, Mr. Murphy? 

Mr. Mourpny. Yes, sir, Mr. Chairman. As of the end of this fiscal 
year, June 30, 1958, the estimated unexpended balance in the military 
account is $3,359 million. 


UNEXPENDED BALANCE OF DEFENSE SUPPORT 


Mr. PassMAN. Let us get to the defense support item. 
\ir. Murpny. That is the worldwide account. 
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Mr. Passman. I understand. 

Mr. Murpny. Unexpended balance on June 30, 1958, $910,688,000. 

Mr. Passman. Is that a recent estimate? 

Mr. Murpny. Our current estimate. It was made about 60 days 
ago, Mr. Chairman, but we have no reason to deviate from it at this 
point. 

NUMBER OF NATIONS RECEIVING DEFENSE SUPPORT 


Mr. Passman. Would you state the number of nations in this par- 
ticular item of $910 million plus? 

Mr. Murpny. The total number of nations for which defense sup- 
port is proposed is 12. 

Mr. Passman. Out of the $910 million plus does that same amount 
of money go to these 12? 

Mr. Murpuy. That consists of the unexpended balance of the 
fiscal year 1958 and prior-year programs for those 12 countries plus 
some small balances of prior-year programs for which no new defense- 
support funds are proposed in fiscal year 1958 or fiscal year 1959. 


STATUS OF DEFENSE-SUPPORT PROJECTS 


Mr. Passman. Could you provide for the committee data as to the 
amount that is to the credit of each country? 

Mr. Murpny. I will be glad to supply that. 

Mr. Passman. And projects for which the money has been ear- 
marked? 

Mr. Mourpny. That is a very voluminous document. 

Mr. Passman. I know that it is, but we might need the information 
it contains. Also, inform us as to the percentage of completion on 
those projects. If you have firm projects, I do not see why you could 
not supply for the committee the type of projects for which the money 
has been allocated, and whether they are new projects, whether 
some are 40, 50, or 60 percent completed. 

Mr. Murpny. That is a very, very large undertaking. 

Mr. Passman. Why is it so large? 

Mr. Morpny. With several hundred million dollars involved, the 
number of projects is large, and getting the exact situation as of the 
moment—— 

Mr. PassmMan. How can you justify a request for funds if you have 
not already firmed up the need to start new projects? 

Mr. Mourpuy. You are right; we do it on a projected basis. But 
to get a country list, project by project, that would add up to an esti- 
mated unexpended balance as of a future date, is almost an impossibil- 
ity. We would have to drop back to an actual accounting period at 
some point to get it on that basis. 

We do have the supplement to our presentation, a separate volume 
which is entitled “Major Open Projects,” which, for each country and 
area, shows the situation as you outlined it for all defense-support 
projects involving over $1 million. 

I think that would go a long way—— 

Mr. Passman. I am interested also in those involving less than a 
million dollars. I think you agree completely with what we are 
requesting. You would not expect this committee to make a recom- 
mendation for an appropriation unless you are able to establish 
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on what justification you asked for a new appropriation. -You have 
to have here in Washington the data on the projects for which you 
are going to spend the money, and whether they are new projects 
or whether a percentage had been completed. 

Mr. Moreuy. We have that printed in the book as to every project. 
In the book, every project for 1959 is listed, with the amount of 
money. 

Mr. PassMANn. I am speaking now of the $910 million plus. 

Mr. Murruy. That is another job. 

Mr. Passman. I don’t see why you could not do as good a job as 
you can in bringing us up to date on that information and in projecting 
this into what you will need in the future. 

Mr. Murpny. I could do it. 

Mr. PassmMan. How long would it require? 

Mr. Murpnuy. To begin with, I could get the status of the projects 
as of March 31, which is about a month and a half ago. I can bring 
the reports to the committee that we get from the overseas missions, 
which show each and every project by field of activity, together with 
the amount of money obligated, what has been spent, and so forth, 
on those projects. 

Mr. Passman. Do you have reservation in this—where you have 
reserved or obligated funds for projects which have not yet been 
started? 

Mr. Murpny. We will have projects in fiscal year 1958 where we 
have reached agreement with the government to proceed, perhaps as 
recently as April or March, and w here physical implementation of that 
project has not yet commenced. In no sense does that derogate from 
the obligation to that government to proceed. 

Mr. Passman. It is an obligation? 

Mr. Murpny. Yes. 

Mr. PassMan. But if that government did not fulfill its end of the 
agreement, the money would have to be deobligated? 

Mr. Murpnuy. As any other contract, if either party fails to per- 
form, it-represents a breach of the contract and it would relieve the 
other party. I will be happy to bring the committee the March 31 
status reports, and I would also say this: This book, entitled “Major 
Open Projects,” includes defense support projects of $1 million or 
more and technical cooperation of $100,000 or more. You might 
find this useful for your purpose, because it contains narrative infor- 
mation about the projects. 


OBLIGATIONS FOR DEFENSE SUPPORT AS OF JUNE 30, 1958 


Mr. Wiacieswortu. Of the $910 million, how much is obligated? 

Mr. Murpuy. The $910 million assumes the complete obligation 
by June 30 of the $725 million appropriation for defense support for 
this fiscal year. There is every indication that that money will be 
obligated in total on June 30. 

Mr. PassMan. The information I am requesting would be more 
complete than the presentations in the books, would it not? 

Mr. Murpny. Yes, sir. The March 31 reports to which I referred 
would contain information on every single activity that was obligated 
at all. 
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The thing which would be missing, as I am sure you recognize, is 
anything which was obligated subsequent to March 31. That natu- 
rally would not appear in the reports. They are quarterly reports, 
however, and the only way I can give you a project-by-project analysis 
of the June 30 estimate of unexpended balance would be to give you 
the June 30 reports after they are produced. 

That is impossible at this time. 

Mr. PassMan. So far as you know at this time, this $910 million 
that will be unexpended on June 30 will be money for the same 12 
countries for which you are requesting funds this year? 

Mr. Murpny. Yes, sir. 

Mr. Passman. There would be no exceptions? 

Mr. Murpuy. There will be a small balance, about $30 million, of 
prior-year programs for which no new defense support funds are 
proposed in fiscal years 1958 and 1959. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

(The March 31 status report for all active projects was submitted 
to the committee. A summary of unliquidated obligations under the 
defense support program follows:) 


INTERNATIONAL COOPERATION ADMINISTRATION 


Defense support, unliquidated obligations as of Mar. 31, 1955 


[In thousands] 





Country Project Nonproject Total 
assistance assistance ! 





ttn ai dedaice ma cib iron euenipalgdeunion nie sscasteareeaareaa ee $15, 650 $33, 648 $49, 298 

reece _- + - iigdd1S6365abpeR Sasa 12, 630 12, 630 
ed erik sik cia cnnpaeatpoditnn aw herkie ame mga gp eeaoae 5, 341 , 703 O44 
ee is das cc ation 2 a enieegniayrd ae exw eeonge mata 51, 989 51, 365 103, 354 
Turke Se ie 7, 404 57,015 64, 419 
nnn ott cas apiisance as aonbenpiad= naihetirahan eee aioaniea te 7, 100 665 27, 765 
SE iiimck scronwes 56, 112 15, 401 71, 513 
ek Sued sco bebaeheer 108, 449 151, 860 , 309 
EE eee pha DOR adia th iqasantthhthddbtenwaal 5, 416 5, 519 10, 935 
Puiiopines. ....-..J...... bagels eabrgeligacadytie dns 8, 231 10, 722 18, 953 
RE eal EB Apa URS, a eadlenc hence aed 28, 999 14, 234 43, 233 
, ERR oe: gesdtidadedes sit fads. dent 51, 482 131, 034 182, 516 

NR dynthdcdetinsa< 


Siro aan 346, 173 | 536, 796 2 882, 969 





1 Commodity import programs. 
2 Compares with estimate of $910,688,000 as of June 30, 1958. 


LIST OF MAJOR OPEN PROJECTS 


(The ICA document entitled “Major ‘Open’ Projects for Which 
Funds Are Requested in FY 1959”’ was submitted to the Committee. 
Individual projects included in this document are extracted and listed 


below:) 


GENERAL CRITERIA FOR SELECTION OF Mason OPEN PROJECTS 


Includes only those projects are included for which additional funds are pro- 
posed in fiscal year 1959 to cover cost components other than direct hire tech- 
nicians, participants and technical cooperation support costs and where the un- 
liquidated obligations on June 30, 1957 were— 

1. Defense support, development assistance, or special assistance $1 million 
or more. 
2. Technical cooperation, $100,000 or more. 

Excludes projects which previous to the initiation of the current procedure for 
processing project type assistance had been undertaken and are still being carried 
out under prior arrangements. 
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INCREASES IN PROGRAM FOR FISCAL YEAR 1959 


Mr. Passman. The general justifications thus far presented to 
this committee by witnesses speaking in terms of high-level policy 
have not attempted specific justifications of the proposed increases 
over last year’s appropriation. It is the expectation of the committee 
that witnesses for the regions and countries will identify the increases 
and speak to their needs. 

Mr. Murpny. Off the record. 

(Discussion held off the record.) 

Mr. Passman. You are going to separate Europe and Africa. 
Would the same statement apply to Europe and Africa or only 
Europe? 

Mr. Murpuy. Only Europe. 

Mr. PassMAN. There would be an increase in Africa? 

Mr. Murpuy. On the nonmilitary side there is an increase in the 
African total. 

Mr. Denton. Off the record. 

(Discussion held off the record.) 


DECREASE IN EUROPEAN REQUEST FOR 1959 


Mr. Passman. In 1959 you show slightly less. Those figures 
show the totals. The totals are not classified, are they? 

Mr. Van Dyke. Totals are unclassified and some of the individual 
items are unclassified. 

I might run down those by country, Mr. Chairman. 

In the presentation book the total for the European region decreases 
from $75.2 million to $74.3 million. 


INCREASE IN 1958 PROGRAM 


Actually since this book was prepared there have been adjustments 
in the 1958 total which raises that figure to $86.1 million, so the 
reduction from 1958 to 1959 is larger than it appears in the book. 

Mr. Wiecieswortu. Off the record. 

(Discussion held off the record.) 

Mr. PassMan. Is it the 1958 item where there is an increase? 

Mr. Van Dyke. Yes, since the time the book was prepared. 

Mr. PassmMan. From $75 million to what figure? 

Mr. Van Dyke. $86.1 million. 

Mr. PassMan. Would that apply in the grand total on page 3 also? 

Mr. Van Dyke. That figure would be increased, too, Mr. Chair- 
man. It would be increased to $86.1 million. 

Mr. Passman. I am speaking of all programs. 

Mr. Van Dyke. Yes. For all programs the total would be $254.9 
million rather than $244.0 million. 


CHANGES IN 1958 PROGRAMS IN SPAIN AND YUGOSLAVIA 


Mr. PassmMan. What brought about the revised estimate? 

Mr. Van Dyke. That involves two changes in the country figures, 
Spain and Yugoslavia. 

Mr. Forp. What are the changes in dollars, Mr. Van Dyke, for 
those two countries, and for what reason? 
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Mr. Van Dyke. The Yugoslav figure for fiscal 1958 in the book is 
$14.750 million. It shows as classified but it has since been declassified. 

Mr. Passman. You have had a decrease in what amount? 

Mr. Van Dyke. $3 million taken from that figure is not direct aid 
but represents sales of Public Law 480 surplus agricultural commod- 
ities to Yugoslavia, in view of their assistance to Hungarian refugees. 

Mr. Denton. Decrease? 

Mr. Van Dyke. Yes. The total now is $11.750 million. 

Mr. Passman. What brought about the increase at the bottom? 


REASON FOR INCREASE IN PROGRAM FOR SPAIN 


Mr. Van Dyke. The Spanish figure, since this book was prepared, 
has been increased by roughly $14 million, and we have in addition 
provided Spain with about $1 million worth of local currencies. 

Mr. WiacLeswortu. What should that figure be? 

Mr. Van Dyke. $55.091 million, including $53.941 million defense 
support, $50 thousand special assistance and $1.100 million technical 
cooperation. 

Mr. Passman. Is it not true that this committee last year increased 
the amount for Spain over and above the Department’s request? 

Mr. Van Dyke. I believe that is true. 

Mr. PassmMan. By what figure? 

Mr. Van Dyxe. I think fram $30 mithon to-$40 million. 

Mr. Passman. Then in addition to the committee’s $10 million 
recommended increase the Department increased it by an addi- 
tional 

Mr. Van Dyke. Roughly $14 million and $1 million worth of local 
currencies. 

Mr. PassMan. Where did you get the $14 million? From what funds 
was this sum taken, based upon the original justifications? Also, for 
what reason did you make a further increase? 

Mr. Van Dyke. The money came ultimately from unprogramed 
special assistance funds. The reason was that, as the year progressed, 
the Spanish economic situation continued to be unfavorable. At 
various times the Spanish Government requested additional assistance 
from the United States to curb the rather serious inflation which was 
threatening the country, and which we thought would have an 
adverse effect on our own position in Spain in terms of the base com- 
plex which is in existence there. 

Mr. Passman. After we increased the appropriation by the $10 
million, was there any discussion with any members of the committee 
with respect to the additional increase? 

Mr. Van Dyke. I do not believe that occurred, Mr. Chairman. 
The bill does provide a certain amount of flexibility to the executive 
branch. It was within that flexibility that this change took place. 

Mr. Passman. From what account did the money come? 

Mr. Van Dyke. It was financed initially from the Defense Support 
account but that account will be replenished by a like amount from 
the unprogramed funds. You recall last year there was a certain 
amount of unprogramed money. 

Mr. Passman. What was the amount of that unprogramed money? 

Mr. Murpny. It worked out in the final analysis to be $145 mil- 
lion in the contingency fund. If you recall the executive branch 
requested an appropriation of $300 million. 

Mr. Passman. Yes. 
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Mr. Murruy. $100 million of which was specifically programed, 
$200 million which was to represent a contingency fund. 

The appropriation finally made was $225 million. The $100 million 
worth of programed items were settled off at $80 million and the re- 
maining $145 million were used as contingency funds. These un- 
programed funds will cover the increase in the Spanish program 
through a replenishment of the Defense Support account. 


INCREASE IN AID TO YUGOSLAVIA FOR 1959 


Mr. Passman. If I understood the justifications, page 9 of the 
blue book, you are requesting a larger amount for Yugoslavia than 
was actually made available to Yugoslavia last year. 

Mr. Van Dyke. Yes; a small increase. 

Mr. PassMAN. Yugoslavia did not request that we not provide ad- 
ditional aid of this type when they asked us to cut off military aid? 

Mr. Van Dyrxe. The Yugoslavs have asked continued help in the 
economic field. 

Mr. PassmMan. But not in the military? 

Mr. Van Dyke. No, sir. They have asked that grant military 
assistance be discontinued. 


TYPE OF AID FOR YUGOSLAVIA IN 1959 


Mr. PassMAn. Would you state for the committee, as long as this 
is not classified, what type of aid this will be and on what types of 
projects it will be spent? 

Mr. Van Dyke. It includes both technical cooperation and special 
assistance. 

The technical cooperation funds will be used to continue the kinds 
of projects which we have carried on in the immediate past, bringing 
American technicians into Yugoslavia in certain specific technical 
fields, a listing of which is in the book, and bringing Yugoslavs out of 
Yugoslavia into the United States and into Western Europe to 
acquaint them with western ideas and western techniques. 

The special assistance money will be used to provide various com- 
modities, such as seeds, fertilizers, roadbuilding equipment, and so on, 
a listing of which will be found on page 100 of the book. These 
commodities are designed to supplement the technical cooperation 
activities in Yugoslavia. We expect Yugoslavia to get its food im- 
ports from the United States primarily through Public Law 480 in 
the form of surplus United States agricultural commodities. 


PUBLIC LAW 480 FUNDS FOR YUGOSLAVIA 


Mr. Passman. Is that also the amount they will get from Public 
Law 480? 

Mr. Van Dyke. The 480 funds are not programed in advance. 
We have made certain assumptions about the amount in drawing up 
this program. That amount is a classified figure. It will be found 
on page 101. 

Mr. PassmMan. Would it be classified if we should discuss prior 
vears? 

Mr. Van Dyke. No, sir. 

Mr. PassmMan. What did they get from Public Law 480 in fiscal 
1958 and fiscal 1957? 
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Mr. Van Dyke. The total for fiscal 1958 will be $73 million. For 
1957 it was $99.6 million. For 1956 it was $71.4 million. For 1955 
it was $52.2 million. 

Mr. WiccLeswortH. What country are you talking about? 

Mr. Van Dyke. Yugoslavia. 

On the left-hand side of the table at the bottom of page 101 there 
is a column which shows total value of sales, and the figures I just 
read follow that column except for fiscal year 1958, where there has 
been an increase. (See p. 626) 

Mr. Passman. These totals are classified? 

Mr. Van Dyxe. Only for fiscal year 1959, Mr. Chairman. 

Mr. Passman. Going back to the other items beginning with fiscal 
1958, total value of sales $70 million, foreign currency reserved for 
United States uses $17.4 million. 

Mr. Murpay. That is right. 


DISCONTINUATION OF MILITARY AID TO YUGOSLAVIA 


Mr. Passman. Do you know whether or not our military personnel 
suffered any embarrassment when Yugoslavia decided they needed 
no further military help from the United States? 

Mr. Janprey. I can answer that. 

I would like to go off the record. 

Mr. Passman. If you will put it on the record and then take off the 
record the part that is classified. 

Off the record. 

(Discussion held off the record.) 

Mr. Passman. Did we experience the same irritation when the 
leaders of Russia were fraternizing with the leaders of Yugoslavia, 
when they had big parades and showed great admiration for the 
leaders of each country? What was our position while that was going 
on and while Tito also was visiting Moscow and receiving its blessings? 

Mr. Janprey. | think we have to judge a program such as the 
Yugoslav program in the longer term, not in the shorter term. It is 
obvious that with any country of this kind there will be ups and 
downs. Weare very conscious of those ups and downs. 

Yugoslavia is attempting to cut a middle path through East and 
West. They do not want to antagonize Soviet Russia. They would 
like to maintain friendship with the West. Therefore they are at- 
tempting to exert their independence. 

As a result, I say again, it is the long term that one must look at, 
and to see where they are going in general, rather than isolate any 
particular period. 

I would say this: That when a particular incident occurs it is 
obvious that in our discussions with the Yugoslavs we mention some- 
thing which is unfavorable to us. This is mevitable. We do not let 
that go by. 

The cumulative effect has been that Yugoslavia felt at the end of 
last year that it would be preferable, and it would make it easier for 
them to maintain their independent position, if this source of irrita- 
tion of the miJitary aid were eliminated. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Is the overall total of aid which we made available to Yugoslavia 
still classified? 
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Mr. JANDREY. Yes; it is classified. 

Mr. PassmMan. Off the record. 

(Discussion off the record.) 

Mr. Van Dyke. The total for economic aid is on page 91, Mr. 
Chairman. 

Mr. Passman. Mr. Secretary, you may want to comment on this: 


ALLEGED SOVIET-YUGOSLAV MILITARY AGREEMENT 


According to highly reliable information, there exists an agreement 
between the Soviet Union and the Yugoslavia General Staff which 
assigns to the Yugoslav Army the role of moving into northern Italy 
in the event the Soviet Union decides to strike against the NATO 
powers. 

Are you familiar with any such agreement? 

Mr. JANDREY. I have read that article at one stage, as I recall, and 
frankly, if there were a secret agreement I cannot confirm it, nor can 
I deny it. What I would have to do, I think, is to put it in proportion 
as to the overall record of Yugoslavia in its relationships with Soviet 
Russia, and in the conviction that Yugoslavia has in its record shown 
that it wants to be independent of Soviet Russia. 

Mr. Passman. They are still Communists. Their objectives are 
the same as, or similar to, the objectives of Soviet Russia, are they 
not? 

Mr. Janprey. Off the record. 

(Discussion off the record.) 

Mr. Passman. That is as we interpret the situation? 


YUGOSLAV DESIRE FOR INDEPENDENCE 


Mr. JanpREY. It is our interpretation of the situation, but it is 
based upon a whole series of facts. I think that the recent trouble 
which Soviet Russia is having with Yugoslavia now is perhaps an 
indication of that. In the press just this morning there is an article 
from the Communist paper in Yugoslavia—the official Communist 
paper—where they say this: 

It is necessary to give a clear warning that if anybody thinks the Communists 
and the people of Yugoslavia can be in any way shaken in their beliefs through 
unprincipled attacks, that is just an illusion. 

This is said in relation to Soviet Russia and, actually, is in response 
to the charges that appear in the Soviet papers. 

Mr. Passman, By whom was that statement made? 

Mr. Janprey. By the official Yugoslav paper. This is out in the 
open—that there is a basic ideological conflict between Soviet Russia 
and Yugoslavia. Because of the fact that Yugoslavia’s own policy 
of independence has had an effect in Eastern Europe and we cannot 
disconnect that with what happened in Poland and Hungary. The 
Yugoslav position on Hungary is a point of a very virulent attack by 
the Chinese Communist Government against Yugoslavia, and severe 
criticism. 

Mr. Passman. There have been some apologies which have taken 
place within the past few hours. According to the press, there has 
been an exchange of greetings again. 
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Mr. Janprey. This is why, Mr. Chairman, I say again, you are 
going to have a history of ups and downs. 

Mr. Passman. Well, that is policy and maybe this committee 
should not be getting into it, but we had a purpose for asking these 
questions. However, I think of a Communist as a Communist. 
May I say that we are certainly optimists, at the very least. 


SOVIET INTENTIONS TOWARD YUGOSLAVIA 


Mr. Gary. Just a few days ago there was a statement in the press 
that the ruling powers of Russia have decided that Yugoslavia had 
to get into line and that Khrushchev had warned Tito that if he did 
not follow the Communist line more closely, there would be trouble. 

What is the situation with respect to that? First, was that a cor- 
rect summary of the situation, and if so, what has been the effect? 

Mr. Janprey. Well, I think this article in the paper this morning 
is an indication of the fact that Yugoslavia does not accept Soviet 
domination, and we feel that Yugoslavia will not accept that domina- 
tion. After all, some—TI believe the figure is correct—75 percent of 
Yugoslav trade is not with Soviet Russia. 

Mr. Gary. Do you think Khrushchev is going to try to foree them 
to accept Soviet domination? 

Mr. Janprey. I have no doubt that Khrushchev has as his intention 
to solidify and unify and keep under Soviet domination all of Eastern 
Europe, including Yugoslavia, if it can do it. 

Mr. Gary. I think in addition to that he has a very definite program 
to bring the rest of the world under Soviet domination, but I am talk- 
ing now specifically about the threats that were issued or the threats 
that the newspapers implied has been issued against Yugoslavia 
just recently. 

Mr. Janprey. Well, I could give you a statement of the points of 
difference between Yugoslavia and the Soviet Union if I may go off 
the record. 

(Discussion off the record.) 

Mr. Denton. I read a statement in the paper yesterday morning 
and then I heard a statement over television, both made by high 
officials in this administration apropos South America. They said 
that their attitude should be proper in dealing with dictators, but 
friendly with democracies. 

Does that same attitude prevail in Europe? 

Mr. Janprey. Well, I think I would want to tie this down pretty 
much to our talk on Yugoslavia right now, and again, this, I think, 
should be off the record. 

(Discussion off the record.) 

Mr. Denton. You say that that was not our attitude in Europe? 

Mr. Janprey. I would say this, so far as Yugoslavia is concerned. 

Mr. Denton. So far as Yugoslavia is concerned, that is not our 
attitude? 

Mr. JANDREY. Yes, sir; we are opposed to the Communist system, 
and there is no question about it. 

Mr. Denton. What about Yugoslavia with reference to the same 
situation? 

Mr. JanpREY. I think there, again, what we are doing is a matter 
of our overall security interests. 
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Mr. Denton. I could not help thinking while reading that state- 
ment and in looking at this chart that the only two nations which 
receive economic assistance in Europe are both dictatorships, Spain 
and Yugoslavia, and it is certainly a little more than proper there. 

Mr. Gary. What was the statement? 

Mr. Denton. Mr. Allen said over television and Mr. Nixon said 
over the radio that hereafter in dealing with South America we would 
be proper in dealing with dictators, but we would be friendly in dealing 
with democracies. 


YUGOSLAV NEUTRALITY 


Mr. AnpreEws. Mr. Secretary, you pointed out certain differences 
between the ideologies of Y ugoslavia and the Soviet Union. What is 
your opinion as to the way Yugoslavia would go in the event of a 
war between Western Europe and the Russian bloc? 

Mr. Janprey. I think that is a good, fair question, and it seems 


obvious—I say “obvious” to us, and this is a speculation—off the 
record. 


(Discussion off the record). 

Mr. Anprews. Then you think the calculated risk we are taking 
in spending this money over there is good? 

Mr. JANDREY. Yes, sir. 

Mr. Anprews. And if nothing further came of it, that Yugoslavia 
would remain neutral in the event of such a war? 

Mr. JANpReEY. I will have to be frank and say—— 

Mr. WiaGieswortn. I would like to ask one question on that 
point: 

l assume your answer would be different in the event of a direct 
attack by Soviet Russia; would it not? 

Mr. Janprey. In a direct attack by Soviet Russia, I think you 
would find that Yugoslavia would fight. 

Mr. PassmMan. Against Russia? 

Mr. JANpReEyY. Against Russia, on a direct attack. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


ROLE OF UNITED STATES AID IN YUGOSLAV INDEPENDENCE OF SOVIET 


Mr. Forp. Is it your opinion and the opinion of the Department 
of State that if we had not given the aid and assistance which we have 
given since their defection in 1948 that Yugoslavia would not be in a 
position today to take the firm attitude which is evidenced by your 
statements? 

Mr. Janprey. Well, I will certainly go this far: I would say that if 
we had not supported Yugoslavia in the one thing—the maintenance 
of its independence, and I want to stress that because there is no 
illusion about a risk in dealing with a Communist country, so far as we 
are concerned, but that under those circumstances Yugoslavia would 
have had no alternative but to modify its policies to accommodate 
itself more to Soviet Russia. I do not see how there could be any 
alternative for them, because they do not have a high standard of 
living and this type of aid does assist them in maintaining this inde- 
pendence. It is the independent angle of it that I really want to 
stress, and the fact that if that independence is not supported, that 
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Yugoslavia has very few alternatives, if any, but to turn toward 
Soviet Russia. 

Mr. ALEXANDER. Off the record. 

(Discussion off the record.) 


DISPOSITION OF UNLIQUIDATED YUGOSLAV FUNDS 


Mr. Passman. On page 91 of the Europe and Africa book, we see an 
unliquidated amount to the credit of Yugoslavia. 

Are you continuing that as an obligation? 

Mr. Van Dyxe. Are you looking at the military assistance? 

Mr. PassMAn. Yes, sir. 

Mr. Suurr. No, sir. 

Mr. PassmMan. Where is that deobligation reflected, and when? 

Mr. Suurr. Sir, it is not deobligated out of the program as such. 
[t was made into a stockpile to fulfill the requirements of the rest of 
the program. 

Mr. PassmMan. If we may move up the chart, there is the heading 
“Proposed program, 1959.’’ Does that mean any money for Yugos- 
lavia? You have three charts there, 1957, 1958, and 1959. 

Are you requesting any amount for Yugoslavia for fiscal 1959 in 
military assistance? 

Mr. Suurr. No, sir. 

Mr. Passman. Would you not draw a conclusion that you were, 
based upon this chart? 

Mr. Suurr. Mr. Chairman, the military assistance portion is the 
black portion that you see. 

Mr. Murpny. Off the record. 

(Discussion off the record.) 

Mr. PassMan. In addition, you do show the other aids there? 

_ Mr. Murpay. Special assistance and technical cooperation; yes, 
sir. 
Mr. Passman. How far are we having to go to get this program into 
Yugoslavia? 

Mr. Janprey. There is no intention, I think, on their part to dis- 
continue the economic side of the program. 

Mr. PassmMan. Mr. Secretary, did we not assume the same thing 6 
months before they cut off the military program? 

Off the record. 

(Discussion off the record.) 

Mr. Passman. There is no indication that they are going to decline 
this aid if the Congress provides the money? 

Mr. JANDREY. We have no evidence that they would, but Mr. 
Chairman, I would like to make this one thing clear: It was called to 
my attention that I answered a question ‘‘yes’’ to you, and I would 
want the record clear on this as to whether I am an enthusiast. 


ATTITUDE OF AID RECIPIENTS TOWARD UNITED STATES 


Mr. Passman. I did not say you, sir. I said the American people 
are optimists if we are to support a program of this type. 

Is it not true that little fires are breaking out all over the world, and 
that there are millions of Americans and many of our legislators who 
have about reached a conclusion that this dollar diplomacy is not 
working? 
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Do you remember any time in recent years when there has been so 
much turmoil and so many insults thrown at the American people in 
nations that we have helped substantially? This condition has not 
been limited to South America. You can look on out to the Middle 
East and the Far East, and find the situation. 

Mr. Janprey. | think anyone who has read the newspapers must 
admit that there are troubles. 

Mr. Passman. In many places throughout the world? 

Mr. Janprey. That is right, but I think we have to draw in general— 
and I am not referring specificially to Yugoslavia—here a distinction 
between the feelings of governments of countries as a whole and the 
majority of the people and very vocal and strong minorities. 

Mr. Passman. The governments are not the countries, though. 

Off the record. 

(Discussion off the record). 


UNEXPENDED BALANCES FOR EUROPE AND AFRICA 


What are the estimated unexpended balances as of June 30, 1958, 
by program and country in the European and African regions, and of 
these amounts, how much will be unobligated? 

Can you refer to the pages in the justifications where that informa- 
tion is presented? 

Mr. Murpuy. In order to do that, sir, you would have to go through 
each country. 

Mr. Passman. First, Europe. 

Mr. Murpny. First of all, Mr. Chairman—— 

Mr. Wiecieswortn. Is this military or economic? 

Mr. PassMan. He is going to give the information to us for both 
military and economic. 

Mr. Wice.iesworra. He will break it down by categories? 

Mr. Murpuy. I have the totals, Mr. Chairman. 

The program in Berlin, Mr. Chairman, on June 30, 1958—all these 
figures are of that date—is $7.9 million unexpended. 

Mr. WieeLeswortu. How much of that is unobligated? 

Mr. Murpny. Without exception, sir, we expect full obligation of 
our funds by June 30. 

Mr. WicGLeswortH. You mean every one of these countries will 
have obligated all of the funds, and that there will be no unobligated 
balances? 

Mr. Murpny. That is our expectation. For Iceland, there is $6.1 
million; for Spain, $41.8 million; for Yugoslavia, $8.4 million, and for 
the European technical exchange program, $1.8 million. 

The total for Europe is $70.5 million, of which $48.6 million is 
defense support, $16.5 million is special assistance, $4.1 million is 
technical cooperation, and $1.2 million is “‘All other.”’ That would be 
the joint control area and so forth. 

Mr. Wiae.eswortH. Does that add up to $71.5 million? 

Mr. Murpuy. $70.5 million is the total. 

Mr. Wiactesworth. I only have $61.2 million. I have for defense 
support, $40.6 million 





Mr. Murpny. That figure, Mr. Wigglesworth, should be $48.6 
million, and $16.5 million for special assistance. 
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CAPACITY OF COUNTRIES TO USE MILITARY ASSISTANCE 


Mr. Passman. Would the military speak to this point: What is 
the capacity of each nation in this region to utilize United States 
military assistance? 

(Discussion off the record). 

Mr. PassMan. You are requesting a substantial increase in the 
amount of military assistance for [deleted] for fiscal 1959? 

Mr. Suurr. We are requesting an increase, Mr. Chairman, for 
[deleted] largely because last year’s program was composed more 
largely of excess materials than is true this year. 

Mr. PassMan. You are requesting a substantial increase in military 
assistance for Belgium and Luxembourg; are you not? 

Mr. Suurr. That is correct, sir. 

Mr. Passman. Next is Berlin. 

Mr. Suurr. There is no money there, sir. 


PROGRAM FOR DENMARK IN 1959 


Mr. Passman. In Denmark you are requesting a tremendous 
increase, percentagewise, over the amount appropriated for fiscal 1958? 
Mr. Suurr. We are requesting [deleted] sir, as against [deleted]. 

Mr. Passman. In lookmg at your charts, I thought I would refer 
to your proposed program for fiscal 1959. 

Mr. Suurr. Sir, would you look on page 37 of the Europe and 
Africa book. In the upper righthand corner there are indicated the 
3 programs, 1957, 1958, and 1959, imeluding the special materiel 
program. We are, in fact, requesting less for Denmark this year 
than in 1958. 

Mr. Passman. That is, if you want to twist these figures around 
and take into account the special materiels program. But when you 
come to your chart, on page 35, does it not indicate an amount about 
5 times that of last year for Denmark? 

Mr. Suurr. Well, sir, I do not consider this twisting the figures 
around, Mr. Chairman. 

Mr. PassmMan. Explain it then, if you will. I will have to go off 
the record. 

(Discussion off the record.) 

Mr. Suurr. May I suggest that you look on page 36 of the 
presentation book. 

On page 36 there is a comparison of the 2 programs. The second 
column from the left is the 1958 program, and the third and fourth 
columns are the 1959 program. 

Mr. Passman. But if we may go back to page 35, what do these 
charts indicate? 

Mr. Suurr. These charts indicate the country program. 

Mr. Passman. I am talking about page 35, particularly. We are 
on Denmark, are we not? What do these figures mean if there is not 
an increase? 

Mr. Suurr. There is an increase in the country programs, sir. 

Mr. Passman. That is an adequate response. 

Mr. Wiaeiesworts. Let him explain it, Mr. Chairman. 

Mr. Passman. He has explained it. 

Mr. WiaGiesworrn. Every time he trys to explain it, you cut 
him off. 
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Mr. PassMAN. You may examine him as you desire, but if he wants 
to explain it again, he may do so. 

Mr. Suurr. The country program for Denmark in this fiscal year is 
considerably higher than it was last year. 

Mr. PassMan. All right, sir. 

Mr. Suurr. Because we are adding [deleted] aircraft to it. How- 
ever, if you add together the country programs and the special materiel 
programs for both fiscal year 1958 and fiscal year 1959, the total 
program for fiscal year 1959 is approximately $1 million less than it 
was for fisca] year 1958. 

Mr. PassMaAn. I was really dealing with Denmark only. 

Mr. Suurr. Well, this is Denmark, sir. 

Mr. PassMAN. Last year we were in this country, and I would not 
want to say or do anything which would embarrass any of our people 
over there, but off the record-——— 

(Discussion off the record) 

Mr. Janprey. I think I can answer that. 

Mr. Anprews. Our contribution for defense purposes is going up. 
They indicate they are bringing their defense budget down. 

( Discussion off the record.) 

Mr. Passman. Mr. Shuff, I am looking now at the fiscal analysis of 
the mutual security program for fiscal year 1959. Is the figure in 
the chart, page 35, part of the total request. of $1.8 billion for military 
assistance? Isthe figure on page 37 part of the total? 

Mr. Suvrr. Is that your chart, Mr. Murphy? I am not familiar 
with it. 

Mr. Murreuy. The answer to both questions is“ Yes.” 

Mr. Passman. What we want to know is this figure marked secret 
here and the figure on page 37. Which one are you talking about? 

Mr. Moureny. They are both part of the $1.8 billion request, sir. The 
first figure you mentioned is what is called the country program 
figure, which is definitely associated with Denmark. The second fig- 
ure includes the special materiel programs which are covered in the 
nonregional book, under the heading of “Special Materiel Programs.” 
Both of them are part of the $1.8 billion. 

Mr. Passman. That answers the question. 


AID PROGRAM IN FRANCE 


You have an increase in military for France in fiscal 1959 over fiscal 
1958, have you not? Iam looking at page 39 of the blue book. 

Mr. Suurr. Yes, we do in the country program, sir, but we have a 
reduction in the special materiel program which nets out to be less. 

Mr. PassMan. I want to go off the record just a moment. 

(Off the record.) 

Mr. Passman. At this point in the record, while we are discussing 
France, I think I should read a letter from Mr. Dillon. I think he 
would want the letter read to the committee. I quote: 

“Dear Mr. Passman: During my testimony before the House Ap- 
propriations Committee on May 5, 1958, you asked me whether Ex- 
port-Import Bank loans and sales of surplus agricultural commodities 
were included in the total of $9 billion in economic and military assist- 
ance which the United States provided to France since the end of 
World War IT. I said that these aid elements were not. included in 
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the total. I now find, however, that this was a mistake and wish to 
clarify the record accordingly. I am attaching for the information 
of the committee a summary by category of assistance of all United 
States aid to France from July 1, 1945, to December 31, 1957.” 

The total amount is $9.385 billion. 

Without objection, I should like to insert the chart in the record, 
because the Secretary wished to have that done. 

Mr. Denon. May I ask a question about that ? 

Mr. Passman. Let me get this in the record. We will pass it along, 
and it will be included in the record. 

(The matter referred to follows:) 


United States assistance to France*—From July 1, 1945, to Dec. 31, 1957 
{In millions] 
Total United States assistance, July 1, 1945, to Dec. 31, 1957____.________ $9, 385 
Nonmilitary assistance: 


Gross grants: 
Mutual security : 





Economic and technical assistance___.__..__._-.._-..-__.__ 3, 675 
Famine and other urgent and extraordinary relief.___....__ 
PRI tains macnn nee 9 ble nsilscalentintcnnsis yaa elias ats UIE 5 rea 3 
DRROEIGRD) WhO (00G ik octet en dn ickec cet hee z 
I a nc as 311 
NONE Se ee eee es 372 
Agricultural commodities through private agencies___.___ 6 
5 Ry Oe a ee ee ee Se ee 4, 370 
Less: 
Prior grants converted into credite.._.... 22-2. —353 
een Aerts A WOCETNA sic ss hi cee ck hh —1s4 
I I I ohtheee. w eden leeneregeion areatnercn eat eS eaeegTe cece teat 3, 833 
Credits : 
embonert. Demi it. nih teens hing weham she ah = 1, 489 
IN, GUTOR sis cme meee hears winerenyaidens whl rmeenicitainbilvilntens ooulon 226 
Mutual security deficiency and basic materials development________ 9 
ne i Ar WI NUL a OO UN cas dk ce eo ee scence en ee te reel 333 
Dales of Gomestic surpluens....iies so a Lee 6 
Ree SED GRIGG... see rskre seinen kee ~n pean 56 
Prior grants converted to credite._.................-.......... 353 
Ee ONE CRUG nae an Leb cenpennindised 2,472 
NE SI WRT ao ist iri ete meumnmmeraahaininmnninmincananen aes —837 
I RE OUI gsi bats ached Soma bigs eqn hi linti> aac ansnchiinies etch tahnigte 1, 635 
SURE SEAUNT RENNES SUUUNIDCIN NN i cs spcccen cncnen Sosednp in etew ape ien sth bnicind-wateree 5, 468 
Military assistance: 
Grants onlya—..—_. so ie tenses eine ewe eee 3, 621 
Baten. (estimates ) —.... . Wn ie ee ote nemeneuennanewend 19 
Excess equipment__..__------~--------~-----------~~--...--.--~.- 277 
ebat wititary  aceistatiece: . << 6. ohh a 8, 917 
Total military and nonmilitary assistance___..___-_____-________ 9, 385 


Add: Amount of United States-owned local currency derived from sales 
of surplus commodities will be used in accordance with the provisions 
of the mutual security program and Public Law 480_____-__________ 12 


1 Actual expenditures. Excludes dependent overseas territories. 
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DELIVERY OF TRUCKS 


Mr. Denton. I notice, on the delivery of trucks that there are 9,000 
and 16,000 trucks which have not been delivered. Why should there 
bea delay i in delivering trucks? I refer to page 40. Why do you need 
any lead time on the delivery of trucks? 

{r. Mureny. The column you are reading from represents deliv- 
eries through June 30, 1958. The figures you read out, 9,000 and 16,- 
000, are expected to be delivered by June 30. It is the last column 
which would represent undelivered items on June 30, 1958, 

Mr. Passman. What is the lead time on trucks? 

Mr. Suurr. The lead time on trucks is not long. We are not talk- 
ing about long-lead-time items here. The next to the last column is 
that portion of the materiel which will have been delivered on June 
30, 1958. 

(Off the record.) 


FISCAL YEAR 1956 PROGRAM FOR EUROPE AND AFRICA 


Mr. Passman. How much of the fiscal year 1956 mutual security ap- 
propriation was programed for Europe and how much for Africa ? 
I want to find out the total in the two categories. Do you have that 
information, Mr. Secretary ? 

Mr. Suurr. The fiscal year 1956 Eur opean country programs to- 
taled $301.3 million for the military; for Africa there was no regional 
program as such. We did have a small program for Ethiopia, the 
value of which is classified. 

Mr. Passman. How much was unobligated on June 30, 1956? Do 
you have that total? 

Mr. Suurr. Worldwide it was $209.5 million. We do not maintain 
these records on a geographical basis. 


FISCAL YEAR 1957 PROGRAM FOR EUROPE AND AFRICA 


Mr.Passman. How much of the fiscal year 1957 mutual security ap- 
propriation was programed for Europe and how much for Africa, the 
two and then the total ? 

Mr. Van Dyke. I can give you the 1956 figure for economic assist- 
ance, if you wish it. 

Mr. Passman. Insert it in the record with the military and get the 
total. It isno longer classified, is it? 

Mr. Van Dyke. No, sir; not the economic. 

(The information follows :) 


Nonmilitary programs: Actual obligations 


{In millions} 


Fiscal year 
Fiscal year Fiscal year | 1958 program 
1956 program | 1957 program (revised 

estimate) 


Europe « és aa $109 0 $107. 4 $86. 1 
Africa f ; bane F fo sad 13.0 60.8 73.2 


Total ‘ hones ‘ ésabaiioas 122.0 168. 2 159. 3 
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Mr. Passman. I do not think military, either, is classified in its 
total. 

Mr. Suurr. Not if it is an area total. Mr. Chairman, would you 
like that supplied for the record ? 

Mr. Passman. If you have that information here, you may answer 
the question now. 

Mr. Suurr. For Europe the ee programs for 1957 were $278,- 
918,000. Special materiel programs for the same period were $128,- 
568,000, foe a total of $407,486,000. 

For 1958 it totaled $ $416.6 million. 

Mr. Passman. As we are considering it together, would you give us 
the other programs, Mr. Murphy, and then get the grand total ? 

Mr. Murreny. For E Lurope, Sir, the nonmilitary programs amounted 
to $107.4 million for 1957. 

(Off the record.) 

Mr. Murreuy. The total would be $512 million. 


UNOBLIGATED FUNDS AS OF JUNE 30, 1957 


Mr. Passman. How much was unobligated on June 30, 1957, of the 
total military and nonmilitary ? 

Mr. Suurr. Mr. Chairman, we do not have our unobligated funds 
broken down by geographic area. We can only give you the total 
worldwide. It is $553.0 million for the military. 

Mr. Passman. Is there any way you could supply the information 
for us? 

Mr. Van Dyker. I can give you the figures for the economie aid. 

(Off the record.) 

Mr. Mvrpuy. It is the way the program is developed. If you recall, 
last year we had an estimated half-billion dollars which was to be 
unobligated i in the military. 

Mr. Passman. I believe it was $538,800,000. 

Mr. Murpry. That is what it turned out to be. 

Mr. Passman. That is what you actually had on hand unobligated. 

Mr. Murrry. Yes, sir. When we were talking to you at this time 
last year, our estimate was $500 million. 

Mr. Passman. But the amount. went up. How about the other 
programs? Do you have that information ¢ 
Mr. Murpny. Yes, sir. Mr. Van Dyke has the figures for Europe 
here. 

Mr. PassMan. What is that amount? 

Mr. Van Dyxer. For Europe, Mr. Chairman, the wnobligated bal- 
ance of fiscal year 1957 funds at the end of fiscal year 1957 was 
$119,673, which represents considerably less than 1 percent of the 
total available funds for 1957. 

Mr. Wicereswortu. For what? 

Mr. Van Dyke. For nonmilitary. 

Mr. Passman. Making a total of what amount? 

Mr. Van Dyxr. That is the total for the European nonmilitary 
programs. For nonmilitary programs in Africa, the unobligated bal- 
ance of fiscal year 1957 funds on June 30, 1957, was $167 294 which 
represents 1.8 percent of the available funds for 1957. 

Mr. Passman. I think this question should be off the record. 

(Off the record.) 
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SOVIET UNION FOREIGN-AID PROGRAM 


Mr. Passman. How many of the nations in Europe and Africa are 
receiving foreign aid from Russia as well as from the United States, 
and which nations are being promised aid. I believe, Mr. Seeretary, 
you have a statement that you want to make on that topic. 

Mr. Patmer. Yes. I would like to say, to begin with, that so far 
as Africa is concerned, Mr. Chairman, none of the countries in the 
area covered by this program, which involves Africa, with three ex- 
ceptions—Egypt, the Sudan, and Algeria—have received aid from 
the Soviet Union. The Soviet Union has made a general offer of aid 
which was made at the Afro-Asian People’s Solidarity Conference 
in Cairo in December of last year. At that time the Soviet delegate 
said: 


We do not seek to get any advantages. We do not need profits, privileges, 
controlling interest, concession, or raw Materials sources * * * Tell us what 
you need and we will help you and send, according to our economic capabilities, 
money needed in the form of loans or aid * * * to build new institutions for 
industry, education, and hospitals * * * our only condition is there will be 


no strings attached. 

That is the end of the quotation. 

Mr. Passman. That statement was made in a speech ? 

Mr. Parmer. That was made in a speech. 

Mr. Gary. Generally speaking, Russia is a very “promising” na- 
tion; is it not? 

Mr. Parmer. That is correct. 

Mr. Gary. This last week, when the Russian Amb: assador, speaking 
to a group of businessmen in Chicago, tried to tell them that Russia 
had never broken its promises, they practically laughed him off the 
platform. 

Mr. Anprews. Mr. Secretary, do you have:any concrete evidence 
that Russia has helped any nation? I am not talking about prom- 
ises. I am talking about actual help financially or in the form of mili- 
tary equipment, food, clothing. 

Mr. Janprey. I think the C ongressman is right. Afghanistan 
certainly has received assistance from Soviet Russia. 

Mr. Anprews. Do you know the amount ? 

Mr. Janprey. I do not know the amount. This could be obtained. 

Mr. Gary. Red China has received assistance, but it is military as- 
sistance to be used against us. 

Mr. WiccieswortH. Korea. 

Mr. Van Dyke. Our reports on Yugoslavia, Mr. Congressman, in- 
dicate that of the total of $464 million worth of credits which the 
Soviet bloc has extended to Yugoslavia, they have actually drawn 
down between $50 million and $100 million. 

Mr. Passman. So there are some nations accepting aid from both 
Russia and the United States. 

Mr. Van Dyke. Yes. 

Mr. Passman. Is it not true that in a great many instances Russia’s 
help is limited to promises, and in many instances after those prom- 
ises are made they really collect more from the nation for the aid than 
the aid itself is worth? I refer, for example, to Burma. 

Mr. Janprey. Again I am a little out of my field here, but I think 
it is true of Burma. On the other hand, India has been granted aid, 
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and that aid has been accepted in the building of a steel mill. There 
are some other countries. 

Mr. Passman. But they made promises, and frequently the prom- 
ises are greater than the aid. Would that be a fair appraisal of this 
situation ? 

Mr. Janvrey. I think it may be a little bit too early to anticipate 
exactly what they will do in the fulfillment of their promises. 

Mr. PassmMan. The public debt of Soviet Russia, on a dollar basis, 
is estimated at about $49.750 billion, compared to our public debt in 
the amount of $275 billion. Our grants in foreign aid far exceed the 
total public debt of Soviet Russia. 

Would Russia’s relatively small public debt, as compared to our 
own, not indicate they were strong on promises and short on deliveries ? 

Mr. Janprey. I would think the accounting system of the Soviet 
Government is quite an enigma. I am not sure how significant any 
figures they produce really are. 

Mr. Passman. Then I do not see how you could attempt as strong 
a case as you do for some of the aid being requested. Not you, Mr. 
Secretary, but considering the field as a whole. 

(Off the record.) 


FRENCH CRISIS 


Mr. Gary. What is the latest on the situation in France? 

Mr. Janvrey. I think the press has covered almost all of the cur- 
rent developments there. It is obviously a very confused situation 
in the country itself. The Pflimlin government is making a very 
strong bid and a very strong fight to maintain itself in power, but 
whether or not it will succeed in the next few days is almost impos- 
sible to tell at this time. 

oars amr. Have you any information on De Gaulle’s statement 
today ? 

Mr. Janprey. No. When I left the State Department, De Gaulle’s 
statement had not yet appeared. 

Mr. Gary. It was to have come at 10 o’clock. 

Mr. Janprey. That is right. The statement will be very significant, 
but until I get back to the Department I am afraid I won’t know what 
it is, 

(Off the record.) 


PROPOSED EXCHANGE OF FILMS BETWEEN SOVIET UNION AND UNITED STATES 


Mr. PassmAn. I should like some comment on this matter for the 
record, because sooner or later the item may be referred either to this 
committee or the Foreign Affairs Committee. I quote from a news 
report: 


Eric Johnston, president of the Motion Picture Association of America, asserted 
last night that an exchange of movies between the United States and Russia would 
enable the peoples of the two countries to understand each other better. 

Mr. Johnston expressed his views in a recorded interview on the radio program 
Viewpoint, part of a series produced by the Episcopal Church, which was pre- 
sented by the Mutual Broadcasting System outside the New York area. 

“Russians would learn a great deal more about America than they do now,” 
Mr. Johnston said, referring to the exchange of films. “On the other hand, Rus- 
sian movies would bring to America an understanding that the problems of the 
Soviet Union are not transitory and temporary, and we would gear ourselves 
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perhaps to meeting these problems more intelligently and not thinking they can 
be solved the day after tomorrow by some intelligent man if he were only Secre- 
tary of State.” 

If a program of the type Mr. Johnston has suggested should be 
developed, would you request an appropriation through this commit- 
tee to pay for these films? 

Mr. Murrny. I would not expect so, Mr. Chairman. 

Mr. Passman. Where would it come from ? 

Mr. Murreny. I expect that would be carried out under the USIA 
program. 

Mr. Passman. It certainly could develop into something rather 
expensive if an exchange with all these countries were carried out; 
would it not? 

Mr. Mureuy. I would think it would be expensive, but I am not 
qualified to speak in that field at all, sir. 

Mr. Passman. I must admire Mr. Johnston. He suggests an edu- 
cational program for the ICA one week and is out on some other pro- 
gram the following week. He must be a very busy man. 


SUPPORT OF SPANISH CURRENCY 


Mr. Denton. I heard you say you were going to support the cur- 
rency of Spain. Just what steps are you taking to do that? 

Mr. Van Dyxe. What I indicated was that Spain was going through 
a rather difficult inflationary period at the present time, and requested 
that we supply commodities which would act as a deflationary factor 
in the situation. 

Mr. Denton. Just what do youdo? What kind of products do you 
send to them, and what is the procedure involved ¢ 

Mr. Van Dyxe. The procedure is not unlike the procedure which 
was followed under the Marshall plan, and the commodities are about 
half surplus agricultural commodities and half industrial raw mate- 
rials and equipment. 

In the program for fiscal year 1958, there are $22.8 million worth 
of surplus agricultural commodities. 

Mr. Denton. Will they come out of Public Law 480? 

Mr. Van Dyxe. They will come out of section 402, which is the 
surplus agricultural part of the mutual security appropriation. Pub- 
lic Law 480 is a separate statute. 

In addition to that, we are supplying coking coal, a rather large 
amount of it, $12.8 million worth, and $13.5 million worth of various 
raw materials and semifinished products. These products will enter 
the economy of Spain and permit them to maintain their continued 
economic growth. 

Mr. Denton. They will be exchanged for counterpart funds? 

Mr. Van Dyke. Yes,sir. This will all generate counterpart funds. 


COMPARISON WITH PROCEDURES IN LAOS 


Mr. Denton. We have heard, in some testimony concerning Laos, 
that the currency was supported by putting money in the bank for 
Laos and letting them draw on it. I do not want to get off the sub- 
ject, but I just wondered if that was the case in Spain. 

Mr. Van Dyke. No, sir. 
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Mr. Murreny. That is a very unusual situation in Laos caused in 
part by the fact that we could not mount an import program to gener- 
ate the counterpart. 

Mr. Denton. Do you support the defense support program gen- 
erally as you do in Laos, or like the Marshall plan ? 

Mr. Murry. The latter,sir. Laos is an exception to the rule. 

Mr. Denton. It is the only one where you did that? 

Mr. Murreny. Yes, sir. 


DEFENSE SUPPORT 


Mr. Denton. Let me ask, Mr. Murphy, about your defense support. 
I am looking at page 37. To begin with, how much did we appro- 
priate for defense support last year rd 

Mr. Murruy. The appropriation was $725 million, sir. 

Mr. Denton. You have spent how much of that? 

Mr. Mourrny. We expect it will all be obligated on June 30, 1958. 

Mr. Denton. You spent $729,000, you show. 

Mr. Murreuy. This figure here, sir, is the adjusted figure to give 
you the information that is comparable to the 1959 figures for defense 
support. In other words, there is some reimbursement in there, and 
some comparative transfers. 

Mr. Denton. That is on page 36. 

Mr. Moreny. That is right. 

Mr. Denton. When you get through with your adjustments, what 
do you have? $728,950? 

Mr. Morey. Yes, sir. 

Mr. Denton. The appropriation was $725 million? ’ 

Mr. Morrny. Yes, sir. 


UNEXPENDED BALANCE OF DEFENSE SUPPORT 


Mr. Denton. You have $910 million in that defense support. pro- 
gram in reserve. 

Mr. Murreny. Unexpended, sir. Not in reserve. On June 30, 1958. 
It is obligated, but the bills have not been paid. 

Mr. Denton. You expect to increase that appropriation to $835 
million. 

Mr. Murpuy. Yes, sir. 

Mr. Denton. How much did the legislative committee cut that ? 

Mr. Murpuy. The legislative committee of the House reduced that 
by $60 million to a total ‘of $ 775 million. 

Mr. Denton. Why do you need such a long lead time on that? 

Mr. Murrny. It really is not a long lead time, Mr. Denton. $910 
million on June 30, 1958, is slightly in excess of 1 year’s aid require- 
ments. 

LEAD TIME 


Mr. Den'ron. Why do you need so much? For instance, why do 
you need lead time on agricultural products and implements which 
are surplus in this country now ? 

Mr. Murpny. They move very rapidly, Mr. Denton. In other 
words, it is not unusual for us, in the case of cotton, once we have 
reached an agreement with the other country to issue the procurement 
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authorization, to have the cotton delivered and paid for in a 6-months’ 
period, but the reason we have a fairly substantial unexpended bal- 
ance is because the program is composed not only of cotton but also 
of machine tools, raw materials, and semifinished products, some of 
which run a longer period of time. 

Mr. Denon. What I am trying to get at is that today I should 
think you would get very good delivery. 

Mr. Murer. We do get quick delivery, Mr. Denton, but the vast 
bulk of the defense support program for fiscal year 1958 actually 
reached the obligation. stage after the turn of the calendar year; in 
other words, since January 1. The speediest kind of handling of the 
transaction means that a lot of them will be unpaid for on June 30 
of this year. That pipeline of defense support will take a real dip 
along about the fall of this year, and then as the new 1959 money is 
pumped into it, it will rise up again. We are just unfortunate in 
that the cycle of events leaves us at the end of the fiscal year with 
a fairly high amount of unexpended balance. 

Mr. Denton. Can you not dip into that reserve at this particular 
time when we have this surplus? 

Mr. Murrny. I am not sure I understand what you mean by dip 
into the reserve. 

Mr. Denton. I mean speed up the reserve program and relieve this 
program. 

Mr. Murruy. We would like to very much. We are hoping desper- 
ately, Mr. Denton, that our early appearance on Capital Hill this year 
will put us in the position of getting our 1959 programs off the ground 
earlier in the fiscal year and produce faster expenditures. 


DELIVERY OF TRUCKS 


Mr. Denon. In that same connection, when you look at page 40, 
referring to France, look at the third column there. Especially when 
we get down to tanks and trucks, it looks as if you are buying 
114-ton trucks and ———— 214-ton trucks in your program for the year 
1959. Apparently all of those you depend upon being delivered in 
1959 are ———. 

Mr. Murpny. No, sir. That is - trucks which appears in the 
right hand column, and is the portion of the truck programs for fiscal 
years 1958 and prior which will be undelivered on June 30, 1958. 

Mr. Denton. That is what I am trying to get at. In your 1958 
program you show ———— quarter-ton trucks will be delivered in 1959. 

Mr. Morpny. That is right. 

Mr. Denton. When you get over to 1959 where you are program- 
ing, you show ———— quarter-ton trucks. Why can they not be de- 
livered right away? Why can they not be delivered in 1959. 

Mr. Suurr. I think the answer to that question is that with the 
exception of ———— they are delivered from the 1950-58 program. 
That last column does not include the fiscal year 1959 program. — 

Mr. Denton. Why does it not show in the last column that they are 





delivered in 1959? Ican see the ——— you are going to deliver in 1958, 
and ———— you are going to deliver in 1959. Why can you not deliver 


those programed in 1959 in 1959? T can help you on trucks right now 
if you are having trouble. 
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EFFORTS TO ENCOURAGE COUNTRIES TO MAINTAIN OWN FORCES 


Mr. Suurr. Mr. Denton, this program is an attempt to get France 
to pay for more of its own force maintenance. We are programing 
these trucks, although we hope that France will be able to buy them 
out of their own economy. 

Mr. Denton. If they buy them, where are you giving us credit for 
them in this report? 

Mr. Suurr. That is only an attempt at this juncture. This isnot an 
accomplished fact. 

Mr. Denton. Have you ever had any success that way before on 
these projects where you have given us credit for it ? 

Mr. Suurr. We can show you, sir, where various countries are no 
longer on a completely grant-aid basis and, consequently, have a 
considerably smaller program. Germany is the outstanding case. 
The only thing we are programing for Germany at this juncture is 
a small amount of training. Just ‘because there is no credit for this 
does not mean that we are not trying to wean them away from a 
grant-aid program. 

Mr. Denton. I do not see yet why you do not show the delivery 
the same year you buy pre You get this appropriation through 
by the first of the fiscal ye You ‘surely ought to be able to get 
delivery on those trucks in a year ’s time and prevent this big carry- 
over. 

Incidentally, France ought to be pretty well set with trucks, too, 
by that time. 

Mr. Suorr. Sir? 

Mr. Denton. France ought to have a pretty good supply of trucks 
by that time, too. 

Mr. Suurr. May I go off the record here, sir? 

Mr. Denton. Yes. 

(Off the record.) 

Mr. Denton. I would like to see this pipeline cut down. You are 
cutting it down, but I would like to see it cut down more. I believe 
you have a better opportunity now to cut it down than ever before. 
It would be advantageous to this country if you hastened it and had 
the deliveries this year instead of putting it off until next year, from 
the unemployment point of view. 

Mr. Suurr. We are not talking about American trucks here, sir. 
We are talking about trucks producible in France. What we are try- 
ing to do is to grind a little more mutuality into this program by get- 
ting them to do more producing for themselves. 

Mr. Denton. Do I understand these are to be French-made trucks? 

Mr. Suourr. That is right, sir. 

Mr. Denton. And we are going to pay for them? 

Mr. Suurr. We are going to pay for a portion of them, sir. 

Mr. Denton. That is not “helping the United States very much, is it, 
not nearly so much as if it were our own trucks? 

Mr. Suurr. It is not helping the United States in the truck-build- 
ing program, but it certainly is helping the United States to get out 
from under a portion of this military assistance program. 
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HYBRID CORN PROGRAM IN YUGOSLAVIA 


Mr. Denton. Just one last thing. I was interested about corn. 
Somebody was talking about teaching the farmers in Yugoslavia to 
use hybrid corn. Do you mean by that you are teaching them to 
pollinate hybrid corn, or just to use ours? 

Mr. Van Dyke. In the first few years, they bought seed in this 
country. Then they learned the technique and now are pollinating 
it themselves with domestic strains. 

Mr. Denon. Do you have seed companies over there, or is the Gov- 
ernment providing them ? 

Mr. Van Dyke. These would be Government-sponsored seed grow- 
ers. There would be no private seed contracts. 

Mr. Denton. I could not understand why our seed companies were 
not taking care of it themselves without any help from the Govern- 
ment. 

Mr. Van Dyke. Our seed companies are very much interested in it. 
They have been in touch with the Yugoslav seed growers. 


INCREASE IN MUTUAL SECURITY PROGRAM FOR 1959 


Mr. Passman. Mr. Shuff mentioned trying to cut down on the 
mutual-secur ity program. It looks to me as if it is going np other 
way. The funds requested for fiscal 1959 amount to $1,173,332,500 
more than the amount appropriated last year. It does not appear 
tome as if it is being cut down. 

Mr. Murrery. Could I comment on that? 

Mr. Passman. I wish that you would do so. 

Mr. Murpny. The figure you cited, of course, is accurate from the 
standpoint of new appropriations. 

But from the standpoint of obligational authority which the Presi- 
dent has asked to be made available, the figure for 1959 is $3,942 mil- 
lion, and compares with the figure for 1958 of $3,534 million, so it 
represents an increase in obligational authority of only $408 million. 

Mr. Passman. I am speaking of an appropriation. This is not 
the authorizing committee. I am talking about additional appro- 
priations over and above what the Congress appropriated for all pro- 
grams last year. 

Mr. Morrrry. If you speak of the appropriation authority to obli- 
gate funds, sir, the request of the President for 1959 is $3,942 million, 
and the actual amount available to the executive branch during fiscal 
year 1958 was $3,534 million. 

Mr. Passman. Have we not already established that the funds re- 
quested for fiscal 1959 are $1,173, 332,500 more than the new appro- 
priations for the current year, and $506,282,500 more than the total 
amounts included in the unobligated balance and reappropriated ? 

Mr. Mureuy. The figures are correct if you take just the new 
appropriation. 

Mr. Passman. I don’t know how to deal with them any other way. 

Mr. Murrny. Last year your committee reappropriated substantial 
amounts of prior year funds that were unobligated. 

Mr..WiaeteswortH. You have to deal in obligational authority. 
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Mr. Passman. It makes no difference to this committee whether 
the money was authorized in prior years or this year. You have 
an authorization. Congress could decline to appropriate any money. 
I am stating for the record that the new appropriation requests exceed 
the amount appropriated last year by the figure I just mentioned. 

Mr. Mourrny. The new appropriations exceed the amount of the 
new appropriations for fiscal year 1958, but you did reappropriate, 
Mr. Chairman, for fiscal year 1958 $667 million of old appropri- 
ations. 

Mr. Passman. That you had been unable to obligate in the pre- 
vious year. 

Mr. Mourrny. They continue. Therefore from an obligational 
standpoint the increase is much smaller. 


LEAD TIME FOR ECONOMIC PROGRAMS 


Mr. Passman. Perhaps we should indicate at this point in the rec- 
ord that we established prior to the hearings this morning that the 
average lead time on economic aid is about 1 year. 

Mr. Murreny. Yes, other than for the Development Loan Fund. 
a Passman. Did we agree also that defense support is economic 
aid? 

Mr. Mureny. Yes, sir. 

Mr. Avexanper. What effect will the unstable situation in France 
have upon our NATO setup in that country ? 

Mr. JaNprey. Off the record. 

(Discussion held off the record.) 

Mr. Anprews. Mr. Chairman, you covered this subject very thor- 
oughly and I have no questions. 

Mr. Wiacieswortn. Mr. Secretary, I do not want to prolong this 
unduly but I would like to ask a few questions just to pull the financial 
figures together as I understand them in one place in the record. 


OVERALL REQUEST FOR EUROPE 


I understand that the request overall for Europe in 1959 is $280.8 
million as compared with $253 million for 1958 as revised this morn- 
ing, and as compared to $387.6 million in fiscal 1957. Is that correct? 

Mr. Morpuy. That is correct, sir. 

Mr. Wiccteswortn. So that the overall request is somewhat of an 
increase over 1958 but it is a decrease as compared with 1957. Is 
that correct? 

Mr. Murpuy. That is correct, sir. 

Mr. Wiccteswortu. If we break that into economic assistance on 
one hand and military assistance on the other hand, the economic as- 
sistance request is $74.3 million compared with a revised figure for 
1958 of $84.9 million, and compared with $108.7 million for fiscal 1957. 
Is that correct ? 

Mr. Moreuy. That is correct. 


DECREASE IN ECONOMIC AID 


Mr. Wiceteswortn. So the economic assistance picture shows a 
steady decrease over the period. | 
Mr. Mourrny. That is correct, sir. 
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COMPARISON OF MILITARY REQUESTS FOR FISCAL YEARS 1957, 1958, 
AND 1959 


Mr. Wicciesworrn. So far as military assistance is concerned, the 
request is for $206.5 million, which compares with $168.8 million for 
the current year, and with $278.9 million in 1957. 

Mr. Murruy. That is correct. 

Mr. WiceL_eswortH. While this shows an increase of some $40 
million as compared with the current fiscal year, it likewise reflects 
a decrease of $72 million as compared with fiseal 1957. Is that correct ? 

Mr. Suvrr. That is correct, sir. 


ANTICIPATED UNOBLIGATED FUNDS AS OF JUNE 30, 1958 


Mr. Wiac.ieswortu. I understand so far as the economic portion 
of the program is concerned there are no unobligated funds anticipated 
for any one of these items as of June 30, 1958. 

Mr. Murruy. That is correct, sir. 

Mr. Wiacieswortu. Does that statement also hold for the military 
assistance program ? 

Mr. Suvrr. With the exception of $25 million, sir, but substantially 
that is correct. We expect to have an unobligated balance of $25 
million as a result of the delay in bookkeeping, and so on. This $25 
million relates to the program as a whole and not to any specific area. 

Mr. WiccieswortH. On page 5 of the justifications you give us a 
confidential breakdown of the military assistance picture, in which 
“ figures reflect by country the amounts made available in the 3 

ears, 1957, 1958, 1959. 

Mr. Suovrr. That is correct, sir. 

Mr. Wicc_eswortH. Some of those countries show increases as 
between 1958 and 1959, some show decreases a between those years; 
some of the increases or decreases which may be substantial in per- 
centage terms are relatively minor in terms of the actual dollars 
involved ? 

Mr. Suurr. That is correct, sir. 

Mr. Wiceresworrn. I have understood from previous testimony 
that the apparent results here in terms of military asistance are not 
the complete results in that the special materiel programs to be con- 
sidered later should be included with these figures to give you the 
overall military aid picture. Is that correct? 

Mr. Suvurr. That is correct. 


INCREASES AND DEREASES IN MILITARY ASSISTANCE AND SPECIAL 
MATERIEL PROGRAMS 


Mr. WicciEswortu. I assume, we shall consider the special materiel 
programs later. Can you tell me how many of these countries, if you 
add military assistance reflected on page 5 to the special materiel 
program involved for the country, would reflect increases in 1959 as 
compared with 1958 ? 

Mr. Suvrr. I refer you, sir, to page 7 in that book. We can go 
down the list in order. 

Mr. Wicetesworru. Would you do that rapidly? 

Mr. Suvrr. Yes, sir. 
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Belgium will be decreased. 

Denmark will be decreased. 

France will be decreased. 

Germany will be decreased. 

Italy will be increased. 

Luxembourg will be decreased. 

Netherlands will be increased a very small amount. 

Mr. WiccteswortH. Practically the same? 

Mr. Suurr. Yes, sir. 

Norway will be decreased. 

Portugal will be increased. 

Spain will be increased. 

nited Kingdom will be increased. 

Yugoslavia will obviously be zero. 

Mr. Wiceteswortn. If I understand the chart you have referred 
me to, the overall total, if you include both programs, will decrease 
from $416.6 million in 1958 to $391.9 million in 1959? 

Mr. Suurr. That is correct, sir. Would you like me to make that 
same comparison for Africa ? 

Mr. Wiceiteswortu. We have not reached Africa yet. We are just 
talking about Europe for the moment. 

Looking again at page 5 at a few of the larger changes up and 
down, can you tell us either off or on the record, for instance—— 

Mr. Suurr. Denmark was a case in point we spoke of. 

Mr, Wiceiesworrn. You explained Denmark. 

en about France? Either on or off the record, what is the situ- 
ation 

Mr. Suurr. I had better go off the record, sir. 

(Discussion held off the record.) 

Mr. Wiccieswortu. What is the situation with regard to Italy? 

Mr. Suurr. Off the record, sir. 

(Discussion held off the record.) 

Mr. Wiccteswortn. Looking at page 9 of the justifications, I did 
not get what the revised figure for Spain is. 

Mr. Van Dyke. $53.941 million defense support for fiscal 1958; 
$50,000 special assistance, and $1.1 million technical cooperation, or a 
total of $55.091 million. There are a couple of other revisions on that 

age. 

: Mr. Wiceteswortu. I have the Yugoslav figure. 


EUROPEAN TECHNICAL EXCHANGE 


Mr. Van Dyxe. European technical exchange has been reduced to 
$2.5 million. 

Then we had a couple of odds and ends. 

Mr. Wicereswortn. Is that for 1958 ? 

Mr. Van Dyke. Yes, sir. There has been $25,000 alotted for Al- 
gerian flood relief and $15,000 set aside for the United States book 
exchange program. That would then complete the revision in this 
particular table. 

Mr. Wiccteswortn. Off the record. 

(Discussion held off the record. 

Mr. Wiceteswortu. I believe that is all, Mr. Chairman. 
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UNITED STATES BOOK EXCHANGE PROGRAM 


Mr. Passman. You mentioned something about setting aside funds 
for books ? 

Mr. Van Dyke. $15,000, Mr. Chairman. That is for the United 
States book exchange program. That is a privately sponsored organi- 
zation which collect books throughout the world on a gratuitous basis 
and requires some money for postage and related costs. We have 
participated in this worldwide program by paying the servicing and 
transportation costs of those books that are sent from the United 
States to other countries. 

Mr. PassMAn. Have you spent money for this purpose in the past? 

Mr. Van Dyke. Yes, sir. I would have to check the background of 
that. 

Mr. Passman. It would not come under USIS ? 

Mr. Van Dyke. They have a library program which is quite sep- 
arate from this. 

Mr. Passman. Would this not fit much better into the USIS 
program than to obtain an appropriation through this committee for 
paying parcel post or transportation on books? 

Mr. Van Dyke. I think that should be looked into; yes, sir. I 
do not happen to know the background of this. 


TOTAL MILITARY ASSISTANCE TO EUROPE 


Mr. Passman. For Europe the total military is no longer classified ? 

Mr. Van Dyxe. That is correct. 

Mr. Passman. For fiscal 1957 the total was $407,486,000. In fiscal 
1958 it was $416 644,000. It is estimated that the total for fiscal 1959 
will be $391,997.000; is that correct ? 

Mr. Suurr. That is correct, Mr. Chairman. 

Mr. Passman. If we compare the total for fiscal 1958 to that of the 
estimated total for 1959, there is a reduction of only $24,647,000. 

Mr. Suurr. That is correct. 

Mr. Passman. You are taking into account that Germany is coming 
up fast and strong and that less money is needed for Germany ? 

Mr. Suourr. That is right. 

Mr. Passman. The progress in Germany would be one reason for 
the amount being somewhat less? 

Mr. Suurr. Well, it was one country which has less this year for the 
program than we had last year. 

Mr. Passman. Would not Germany’s need for less have some effect 
on the total being less ? 

Mr. Suurr. Yes, sir. 

Mr. WicecieswortH. Off the record. 

(Discussion held off the record.) 


OBSOLESCENCE OF MILITARY EQUIPMENT 


Mr. Passman. Is it not true that in many instances equipment 
supplied in the 1958 program will still be usable 2, 3, and 4 years later? 
{r.Suurr. Yes, sir; we certainly hope so. 
Mr. PassmMAn. So you take into account that this program is still 
building, rather than going the other way. What percentage of the 
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equipment delivered for the period fiscal 1956 to fiscal 1958 has now 
been taken out of use because of obsolesence or because of wear? 

Mr. Suurr. I would say not an awful lot of it, sir. 

Mr. Passman. Then eventually, if we keep sending in equipment, 
should this program not be substantially reduced ? 

Mr. Suourr. No, sir. Unforunately the weapons of war do not 
stay static. In the last couple of years we have seen as big an innova- 
tion and revolution in the kinds of weapons that are necessary these 
days as we have seen in the last 25 years. 

Mr. PassmAn. What percentage of the total would you think would 
be the type of equipment which would be usable for several years? 
There are several different types of equipment, such as trucks, jeeps, 
and staple items. What would fall into that category in the way of 
percentage of items? 

Mr. Suurr. It covers such a multitude of various varieties of hard- 
ware that I would have no idea. Trucks and jeeps would wear out, 
but there still would be a requirement for some variety of transporta- 
tion. I would guess that a great many hand tools, for instance, would 
wear out, and consequently have no further use. I do not think you 
can generalize on that subject, sir. 

Mr. Passman. If we can make a category of hand tools, trucks, 
jeeps, and automobiles, and the type of equipment which normally 
you would use for 3, 4, and 5 years, is there any way of knowing 
what part of the total would be in that category and what part would 
be in the new weapons category ? 

If Germany, for illustration, needed 1,000 tanks and you made de- 
liveries and you were not replacing them, they should not be in the 
appropriation for the following year. 

Mr. Suourr. Germans are buying their tanks. 

Mr. Passman. Let us consider a country not buying them. We are 
still dealing with totals. Try to get that information for us. 

Mr. Suurr. I can do it as to tanks. 

Mr. Passman. I do not mean tanks necessarily. I speak of the gen- 
eral types of equipment which would be usable perhaps for a period of 
2,3,and4 years. Would you try to prepare the data for us? 


ACHIEVEMENT OF FORCE GOALS 


Mr. Wiceteswortn. Is it not a fact that a very large portion of this 
military aid is delivered toward the achievement of force goals which 
have been determined on a military basis and which can be reached 
only by cumulative effort over a period of years? 

Mr. Suurr. Yes, sir; this is entirely right. Mr. Chairman, I am a 
little hard pressed to understand how I might do this satisfactorily 
for you. 

Mr. PassmMAn. You cannot give us the information today because 
perhaps the request involves considerable detail. 

A good part of the equipment of our first objectives is the type of 
equipment which might be in use for a number of years. This reminds 
me of a lawsuit which came about down in Louisiana involving a man 
who went to a loan company and borrowed $300. He made payments 
for 214 years and owed $61 more after 3 years than when he obtained 
theloan. It appears somewhat relative. 
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After all the billions of dollars we have poured into this program, 
when we see a reduction of only $24 million from 1 fiscal year to 
another certainly I think some questions are in order. 

Mr. Suurr. I can only suggest this as a comparison, Mr. Chairman. 
Our own Government is having these same kinds of problems today. 
We are having to modernize our forces, too. We are spending rather 
huge sums of money for that same purpose. I think there is a parallel 
here. We do want our allies and friends, to whom we look to be help- 
ful as a deterrent and as a defensive arm in time of war, to have some- 
thing approaching our own kind of modernization. We are not mod- 
ernizing them at the same rate we are modernizing our own forces, but 
we are attempting to do the sensible in between thing. I see no time 
in the future when there will not be a requirement for trucks, let us say. 

Mr. Passman. Off the record. 


FORCE OBJECTIVES 


Mr. PassMaAn. We have been informed by General Accounting Office 
reports that the force objectives we have established for our NATO 
allies have been unrealistic and that corrective action is awaiting deci- 
sion by the Joint Chiefs of Staff. 

What is the current situation in this respect ? 

Mr. Suurr. Well, sir, I commented formerly on the report at a 
meeting of another committee in this House, and I would be glad 
to make all of those comments available for the record if you would 
like to have them. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

We should like to hear your comments at this time. 

Mr. Suurr. I would be glad to, Mr. Chairman. 

Mr. Passman. Yes; please. 

Mr. Suurr. We look to the Joint Chiefs for their recommendations 
on the matter of force goals and they have over a period of time 
adjusted their thoughts on what the equitable force goals should be 
for these various countries with whom we are allied. I think the 
record will surely show that the Joint Chiefs have never been to a 
point in their planning where the force goals could be set in concrete 
for as the situation as well as the threat changes, they have adjusted 
the force goals to coincide with the situation as well as the threat. 

Accordingly I do not believe that the GAO criticism is entirely 
legitimate. We must look to the people best equipped by experience 
and by professional training to establish these force goals and as a 
matter of fact modernization of forces is bound to effect the force 
goals. So, it would seem to us at any rate that they are as realistic 
as the threat will allow, Mr. Chairman. 

Mr. Passman. Thank you. 


CAPACITY OF NATO NATIONS TO USE EQUIPMENT FURNISHED 


We have been informed that the United States military assistance 
program provides equipment in excess of the capacity of NATO 
nations to utilize it effectively. 

Would you care to comment ? 
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Mr. Suourr. I can comment on that; yes, sir. 

Actually, I think there have been times where material has been 
overprogramed, and we found where those occasions have occurred. 
Specifically, with our means of programing and delivery we have the 
ey to make such adjustments as the programs are delivered. 
Where we see that countries are getting material in excess of their 
ability to absorb it, use it, and maintain it, we slow up on our de- 
liveries in order to even out the delivery so that the hardware does 
not become excess. We also underprogram in the following year’s 
program, in the attempt to see that the ability to absorb will increase 
to a point where the program can thereby be leveled out. 


GENERAL ACCOUNTING OFFICE REPORT ON MILITARY ASSISTANCE PROGRAM 


Mr. Passman. What action has been taken during the past year to 
make certain that equipment is not issued in excess of actual capacity 
to utilize it? 

Mr. Suurr. Well, I think probably there is barely a day goes by 
but what our MAAG personnel are not concerned with some form of 
this kind of judgment, Mr. Chairman. There have been programs 
slowed down in the course of the past year. GAO criticisms of this 
nature have been answered by Department of Defense and such re- 
ports are available for the use of the Appropriations Committee. 
The Department of Defense comments on the General GAO Report 
are unclassified with country and specialized reports classified. The 
unclassified Department of Defense comments follow: 
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Mr. Passman. Gentlemen, you realize that about 90 percent or, 
maybe, 95 percent of the documents, the books, and the information 
with which we deal here are secret or confidential or classified in 
some manner. It is unlikely that a person could commit to memory 
all of the pertinent data, 

I am going to have to go over the record. It may be well that we 
discuss this briefly, and if you conclude that any part of the informa- 
tion can go on the record, then we shall put it on the record. 

Mr. Suurr. Mr. Chairman, if you will allow me to refer to my 
material here, so I can refresh my memory on some of these specific 
items, I would be glad to discuss them with you. 

Mr. Passman. Let me cite to you some of the instances to which 
we refer, and we should like to have as much on the record as possible. 


Again, this is the Comptroller General’s report, and it is marked 
“secret.” 


Off the record. 

(Discussion off the record.) 

Mr. Saourr. Mr. Chairman, I can answer that one right now because 
Tam familiar with it, and I am currently dealing with it. 

Off the record. 

(Discussion off the record.) 
an Passman. You are still carrying this as an obligation; are you 
not 

Mr. Suurr. Yes, sir. 

Mr. Passman. Could we make known for the record for country X 
the amount that you are holding because this country says it cannot 
use it? 

Mr. Van Dyke. $8.419 million, or about 10 percent of the total ap- 
propriation by Congress for that program. 

Mr. Passman. If we may go off the record again 

(Discussion off the record.) 

Mr. Van Dyke. It is not because the country cannot use it, Mr. 
Chairman, but because there has been no final agreement between the 
United States Government and the other government as to what the 
actual requirement was. 

Mr. Passman. This represents just a few of the things which we 
are going to have to discuss finally before we mark up the bill. When 
we encounter a difference of opinion between two of our governmental 
agencies such as the Comptroller General’s office and yourselves; when 
we find situations like the one in Laos, and where there is such a con- 
flict of opinion, I am sure you understand how difficult it is for the 
committee to reach sound decisions. 

It may be that you have not had an opportunity to go over some 
of these statements ? 

Mr. Suurr. I have them, sir, and I have read them, and I have 
reported on them. I would like in fulfilling your request to supply 
answers with reference to Spain, Germany, and Turkey. 

Mr. Passman. You stated that with reference to Germany the 
situation was a verbal understanding, so far, but you hope it will be 
brought into an agreement and that a letter would be forthcoming. 

Mr. Suurr. Yes, sir. 

Mr. Passman. How would that apply to these other countries? 
Will you have letters on them? 
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Mr. Snurr. We were talking about something specific in Ger- 
many, Mr. Chairman. On these others we were talking about more 
general matters. 

I will give you a writeup on each one of these three countries. 
(The information referred to was submitted to the committee.) 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Suvurr. Off the record. 

( Discussion off the record.) 

Mr. Suurr. I think Mr. Sprague said it would be peculiar if a 
program this large did not have some mistakes in it. At every turn 
when we find mistakes we endeavor to do something about them. I 
think that the GAO will be the first to tell this committee that a good 
many of the mistakes that they reported upon in their findings are 
things that we have found together because quite often we work to- 
gether, and when we find them, we try to do something about them, 
Mr. Chairman. 

I think also as part of the GAO report there are very definite 
statements made by that organization indicating that the manage- 
ment and the validity of this program has much improved over what 
it has been, sir. 

We, I might add, are doing our best, as we have said before, to 
put as much integrity and as much validity into this program as 
possible, and correct as many mistakes as possible, as we find them, 
and when we find them. 

Mr. Passman. Let me indicate again for the record that I have 
never questioned integrity; but with reference to the accuracy of the 
items I do oftentimes wonder. 

Off the record. 

(Discussion off the record.) 

Mr. Passman. The Committee will stand adjourned until 10 o’clock 
tomorrow morning. 


Turspay, May 20, 1958. 
AFRICA 


Mr. Passman. The committee will come to order. 

This morning we continue consideration of the mutual security 
program for Africa. Will you please place in the record the unclassi- 
fied portions of pages 115, 117, 119, 120, 122, 123, and 124 of the 
budget justification book? 

(The material follows:) 
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Arrica REGIONAL 


Summary of mutual security programs by function 


[In thousands] 
































| Program 
Function ; So ai a 
Actual fiseal Estimate Proposed 
year 1957 fiscal year fiscal year 
1958 1959 
z <= — i 
DOs. ns ce ce eta eseeeane $8, 892 | $6, 758 $7, 324 
Economic assistance: : ame ace i: ee 
I a ee tf ee cee en) TE ee 
Development assistance_.-............ cs a a 45, 580 REC SS OS Ree 
Technical eooperation._._._. Ocenia Ecce pei ee 9, 305 | 10, 350 14, 450 
Se | 52, 400 83, 000 
a 5 ka heen anne bee Jo mage se eae ee aint | ae 
Total, economic assistance.............-.-.------------- 61, 485 | 62, 750 97, 450 
I as eee cin peeeeavaaginiowiioas | 7 a 377 | 69, 508 | ; 104, 774 
Estimated obligations and expenditures 
[In thousands] 
Military assistance Economic assistance 
Sr taseeiagiitaltatatiad ———- Se a 
Programed | Delivered | Unliqui- Obliga- Expendi- Uniliqui- 
| or expended dated tions tures dated 
| 
Cumulative, June 30, 1957__-__! $21, 284 | $13, 067 $8, 217 $124, 063 | $68, 473 $55, 590 
Estimate, fiscal year 1958____ _| 6, 758 | 7, 793 XXX | 62, 750 52, 940 | a 
Cumulative, June 30, 1958____| 28, 042 | 20, 860 | 7, 182 | 186, 813 | 121, 413 | 65, 400 





Military assistance 


[Values in thousands] 


Annual programs Delivered or expended, 

| fiscal year 1950-58 programs 

| oa ih eine, #2 
Major components by | Value Proposed, fiscal Esti- | Fiseal 

category } year 1959 | mate, year 

atthe ed | fiscal | Cumulative, 1959 

Fiscal Fiscal Quan- Value 1958 later 

| year 1957 | year 1958 tity 








year | June 30, 1958 and 
} 
| 


| 
Bee fan Ce cia oe | 
PER atideedcicacinwads $8, 892 | ee $7, 324 | $7, 793 





$20,860 | $7, 182 
eee tS | xx ms fo 4 a ee xx 
oo. OR Sica te ae SD CS 
RI Ta | ne a t...... ae | xx | Xx xx 
| 





XX denotes deletion of classified material. 
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Mr. Passman. Before beginning consideration of the request for 
funds for the African portion, I should like to call to the attention 
of the proper officials present certain changes that have been made 
in the record, for which we should like to have a brief explanation. 

This is not a part of the consideration this morning, and may be 
discussed later. 

I refer particularly to page 855 of the transcript of the hearings 
for Monday, May 5. 

Mr. Gary asked the following question : 

“Since you are going to collect these local currencies and reloan 
them, make this a revolvi ing fund, why could we not use some of the 
local currencies that we now have on hand to form the necessary cap- 
ital for this corporation, the new corporation that you propose ? 

Mr. Dillon responded : 

For this reason, sir: we are already making use of these local currencies 
which we now have to supplement the loans which we are making. 

And then he continued with this additional comment which has 
since been marked as “classified.” 

(Statement off the record. ) 

Mr. Passman. If we have some explanation as to why this comment 
was stricken from the record as “classified” it would be of help to the 
committee. So much of the testimony in these hearings is classified 

“secret” that it is dificult to remember your replies, as they are off the 
record. 

Your replies are not in this justification book. The only place that 
we have the off-the-record responses to our questions is in our heads. 
My mind is like a sponge, and not a big sponge; keep pouring water 
on it and it will not absorb any more. 

I might just indicate for the record a humorous note. It may 
get us started off right. I am reading now from the U. S. News & 
World Report of May 23, 1958, page 25: 

President Eisenhower actually is surprised at this slight opposition this year 
in the House to his request for new billions of foreign aid. Aid is being sold 
this year as an antirecession measure instead of a handout to foreign countries. 

I should think that perhaps some Members of the Congress, and 
other American citizens, are placed pretty much in the position of a 
groom at a shotgun wedding—they have no alternative. 


INCREASE IN AID TO AFRICA 


How much of an increase over the fiscal year 1958 total are you re- 
questing for Africa in the fiscal year 1959 ? 

Mr. Murreny. The 1 requested level of aid for the fiscal year 1959 
for all programs for Africa is $104.8 million. I am reading 
page 117 of the blue book. 

Mr. Passman. And that is an increase of what amount ? 

Mr. Mureny. This figure compares with $69.5 million, which is 
shown in the book in the fiscal year 1958 column, which is currently 
$80 million because of the changes that have occurred since the prep- 


from 


25164—58——-48 
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aration of the book. So, in terms of the book, it is a $35 million in- 
crease, and in terms of the actual picture as of today, it 1s a $25 mil- 
lion increase over 1958. 

Mr. Passman. You do understand how confused we are when we 
must use your most recent justifications. In several items yesterday 
there were changes. The figures that you showed us are no longer 
the proper amounts. 

Now, I believe that the gentleman misunderstood my question. How 
much of an increase over the 1958 fiscal level are you requesting for 
Africa in the fiscal year 1959? Could you give me an exact figure ? 

Mr. Murruy. Yes, I did. 

Mr. Passman. What was that? 

Mr. Murrny. It is really $25 million. 

Mr. PassmMan. Where did you obtain the funds to increase the 1958 
amount? From where did you transfer them / 

Mr. Mcrreuy. They would have come from the contingency fund. 

Mr. Passman. That is the President’s contingency fund ? 

Mr. Mourpny. It was called special assistance. 

Mr. PassmMan. What was the purpose of the increase? 

Mr. Mureny. Mr. Van Dyke can answer that. 


INCREASES IN AID TO LIBYA AND TUNTSIA 


Mr. Van Dyxe. The principal increases came in two countries, 
Libya and Tunisia. In both cases conditions changed during the 
course of the year and led the executive branch to the conclusion 
that additional funds would be required, to prevent economic deteri- 
oration in the case of Tunisia, and to insure the continued stability— 
economic and political—of Libya, which would in turn insure con- 
tinued access by the United States to the airbase which we maintain 
there. 

Mr. Passman. Speaking now of the 1958 program, that action 
brings it to substantially more than the 1957 program; is that correct ? 

Mr. Van Dyke. The figure, Mr. Chairman, as far as economic ¢ aid 
is concerned, goes from $61.5 million in fiscal year 1957 to $73.2 mil- 
lion in fiscal year 1958, to a proposed figure for the fiscal year 1959 of 
$97.5 million. You will find those figures i in the left-hand columns of 
the table on page 122—the total figures in each case. 

Mr. Atexanper. Was not the figure just given to us as an increase 
to $80 million ? 

Mr. Van Dyxe. The balance is military assistance. I am referring 
to economic aid only. 

Mr. Passman. When are we going to receive revised figures on 
this? This is very confusing in its present form. 


CHANGES IN FISCAL YEAR 1958 PROGRAM 


Mr. Mourrny. I have a table that is currently in preparation which 
will be available within a day or so which will give the most recent 
information on each 1958 program. That is where all the changes 
are occurring, in the current year column, because we cannot hold it 
still while the year is in progress. 

Mr. Passman. You can certainly hold still what you have allocated 
to a country and : region if you did not come along later and Say, 
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“We are going to take it from there and put it here.’ We are not 
questioning so much your obligations as we are the changing of the 
amount you indicate you have for a region. 

Mr. Mureny. I think the explanation is fairly simple. We, wi 
course, have to prepare this presentation in the early part of the yes 
and in preparing it we must make projections of our plans as we 
then see them through the end of the fiscal year, and unhappily our 
plans do not always anes out as we make them, so as we go through 
the balance of the year there are changes required by various circum- 
stances which means yt the figures in the 1958 column would vary, 
and probably will continue to vary, right up until the end of the year. 

I have in preparation a table which will show the thinking today, 
May 20, of how we think the year will end in the 1958 column for 
every country in ev very program. 

Mr. Passman. Did you earlier indicate for the benefit of the com- 
mittee the fact that these figures would be revised upward 

Mr. Murreny. Not in any general sequence, Mr. Chairman, because, 
as you know, some have been revised downward as others have gone 
upward, 

Mr. Passman. I doubt if this committee, the Congress, or the 
country, can take credit for the reduction. 

Mr. WicGLeswortn. Could we have the correction ¢ 

Mr. PassmMAN. Give us the correction. 

Mr. Van Dyke. Do you want me to give it to you by countries ? 

Mr. Passman. They say that they are going to submit a revised 
statement. You will give that to each member of the committee ? 

Mr. Wice_esworrH. Off the record. 

(Discussion off the record. ) 


SPECIAL ASSISTANCE PROGRAM 


Mr. Passman. What are the projects comprising the $83 million 
request for special assistance for the fiscal year 1959 ? 

Mr. Van Dyker. Mr. Chairman, the country breakdown is on page 
122. The figures, unfortunately, have to be classified on a country 
basis, but the total is unclassified. 

We are requesting —--— for Ethiopia. In Ethiopia, as you know, 
there is an important Army communications center. We are request- 
ine ———— for Libya. 

Mr. Pass LN. ne part is classified ? 


Mr. Van Dyke. We can delete the figures in the transcript. 
In Libya we have what 1 understand is the largest Air Force fae ‘ility 
outside the continental United States at Wheelus Field. ———~ is re- 


quested for Morocco, where again we have a major complex of military 
and naval air sti ition S. 
is being requested for Somalia. They are approaching 

independence in 1960. Somalia, while a very poor country, may 
become a target for blandishments by some of our erstwhile friends. 

The figure of ———— is being requested for Tunisia, where there 
is a good deal of instability and uncertainty as a result of the political 
tension. 

Mr. Passman. In brief, again, the funds requested for this region 
are up! 

Mr. Van Dyxer. Yes. 

Mr. Passman. From $52.4 million to $83 million. 
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PROGRAM FOR TUNISIA 


You mentioned two airbases. Will you go more into detail as to 
projects that would require an expenditure? For what are you 
going to spend the money in Tunisia ? 

Mr. Van Dyxe. None of this money will be spent on the airbases 
directly. Where bases are involved, the economic aid helps to create 
a political and economic climate within which the United States can 
operate effectively its own airbases. 

In the case of Tunisia there has been rather serious economic stag- 
nation, and some disinvestment on the part of the French colons. 
A great many Frenchmen have been leaving Tunisia, taking their 
capital with them, so Tunisia faces economic difficulties just when 
it is trying to get on its feet politically. This money would be used 
to supply imports which they would need to sustain the economy 
of Tunisia. 

Mr. Passman. Would that also bring the French back with their 
money ? 

Mr. Van Dyke. We are very anxious to have France continue to 
maintain an economic role in Tunisia. It has been significant in the 
past. France is a major source of commodities for Tunisia and 
major outlet for Tunisian exports. 


PROJECTS IN TUNISIA 


Mr. Passman. Let us go specifically to the projects and for what 
you are going to spend the money in Tunisia. 

Mr. Van Dyke. In the case of Tunisia the breakdown starts on 
page 187 where you will see a list of technical cooperation projects. 
Let me state that some of these projects are in existence now and will 
continue through the fiscal year 1959; some are new projects which 
we believe will be desired by the Tunisian Government. The total 
of those projects adds up to $1.5 million shown in the center of the 
next page. 

Mr. Passman. Would it not be much better to bring some of these 
projects that are under the United States technical assistance pro- 
gram to a conclusion, rather than to see just how many different 
projects can be started, only to have many of them fall by the w: ayside 
as we go along? How many projects can you point to under this 
program that have been brought to a complete, sucé ‘essful conclusion, 
where they have accepted our techniques and are practicing them? 

Mr. Van Dyke. In this particular program that is rather difficult 
since the bilateral agreement was signed about one year ago. 


SUCCESSFULLY COMPLETED PROJECTS 


Mr. Passman. Let us move to some other country, and tell us 
where projects have been brought to a complete conclusion, success- 
fully, and our techniques are being followed, without our people there 
continuing to supervise them ? 

Mr. Van Dyke. In that connection, let me refer to Liberia where 
we have had a program in existence for some years. We have a report 
from our mission there listing 21 different completed projects. 

Mr. Passman. What are some of them? 
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Mr. Van Dyke. They are not in the presentation book. I have 


them here in a special report from Monrovia. I will just read the 
project names. 


LIBERIAN VOCATIONAL AGRICULTURAL MACHINERY PROJECT 


Vocational agricultural machinery, terminated in 1953. 

Mr. PassmMan. What do you mean? Do you mean that we have 
finished shipping the machinery? Do they know how to use the 
machinery, and are they operating their farms successfully? Let 
us go into what they did with the machinery and how many acres they 
have brought into cultivation and how they are using this machinery 
successfully under the techniques we are supposed to have taught them 
under this program. 

Mr. Van Dyke. This is a rather old project. The report is not 
detailed. 

Mr. Passman. We ship machinery to Laos, also. We want to know 
whether or not we have succeeded in teaching the people to produce 
peanuts over there, for merely one example. And there is something 
in a report by the senior Senator from Louisiana about drowning 
chickens there, in Liberia. I am trying to learn more about this 
program. 

ELLENDER REPORT ON LIBERIA 


Mr. Van Dyke. We think that the Senator made some very good 
suggestions. Would you like for me to comment on his report now ? 

Mr. Passman. You said that he made some good suggestions. With 
the permission of the committee, we shall put a summary of the Ellen- 
der report in the record at this point. 

(The report follows :) 


LIBERIA—TECHNICAL ASSISTANCE PROGRAM 


Report of Senator Allen J. Ellender, December 1, 1953 


This Nation provided my African initiation into the same concept of technical 
assistance I discovered last year in South America; namely, a hodgepodge 
mixture of capital investment, economic aid, and ambitious but ill-conceived 
projects. I shall discuss some of these below. 

Point 4 (technical assistance) personnel assigned to Liberia are 


as follows 
(parentheses indicate assigned positions). 


Tnited States Local employees Total employees 
employees 


Point 4: } 
Employees paid 100 percent out of 
United States funds: | 
(a) Technicians-- (69) 81 (44) 44 (113)} 125 
(6) Administre ative and cle rics al_ (14) 14 (13) 13 (27) 27 
Employees paid by servicio or other | 
type of United States-local govern- | 
ment cooperative fund sical 


A 8 watts (83) 95 (87 57) 57 “(140)| 152 
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Technical-assistance expenditures, including amounts provided by United States 
and local government, in Liberia since the program was inaugurated here (1951) 
are as follows (fiscal year 1954 indicates allocations) : 


Statement of United States! and local-government? contributions to technical-as- 
sistance programs 


Total from 
beginning of 
Point 4 pro- | Fiscal year Fiscal year 
gram 1953 4 1954 
through 
June 30, 1952? 


Agriculture and natural resources 
U. 8. Government expenditures : .-.-| $276, 148.00 $635, 200 $480, 300 
Local-government expenditures .| 5287, 896. 50 6 1, 147, 000 : 
Health, welfare and housing 


U. 8. Government expenditures = : oe 270, 472. 00 345, 348 305, 400 

Local-government expenditures fe 311, 296. 00 290, 700 eres 
Education 

U. S. Government expenditures- -- -- , 40, 000. 00 144, 568 130, 000 

Local-government expenditures isd cums 188, 620. 00 200, 200 .ee oun 
Industry: 


U. 8. Government expenditures- - -- 
Local-government expenditures 
Public administration: 
U. 8. Government expenditures 43, 371 51, 100 
Local-government expenditures 
Transportation: 


U. 8. Government expenditures 53, 513. 00 112, 455 301, 100 
Local-government expenditures 427, 517.13 
Training program: 
U. 8. Government expenditures 7 (10, 000 7? (37, 000 
Local-government expenditures 38, 000 
Administration of country program: U. S. Government ex- 
penditures 157, 401. 00 196, 732 180, 100 


Other programs:' 
U. S. Government expenditures 


Activation Camp Johnson 78, 430. 00 203, 750 
ECA 57, 788. CO 
Local-government expenditures 314, 670. 37 
Miscellaneous: Local government ; 362, 100 


Total, technical assistance prograrn 
U. 8. Governm 


nt expenditures 933, 752. 00 1, 681, 424 1, 448, 000 
Local-government expenditures 1, 530, 000. 00 2, 000, 000 





1 Include all types of U. S. Government assistance, including salaries and allowances of personnel paid 
with United States funds, direct grants under Point 4 program, special economic assistance, grants, etc, 

2 Converted to United States dollars. Do not include revenue received by operating facilities for sales 
and services rendered 

3 Indicate date program inaugurated. General agreements signed Dec. 22, 1950. First Joint United 
States-Liberian Commission meeting Mar. 1, 1951. 

4 Liberian Government fiscal year is calendar year 1953. Budget for calendar year 1954 not availabk 

5 Amounts reflected for Liberian share available only through Dee. 31, 1951 

§ Includes $800,000 for Liberian Government share transportation; $21,000 for public administration 

7 Not to be added in total. Included in figures above 

§ Itemize on separate schedule 
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United States technical assistance funds for fiscal year 1953 and fiscal year 
1954, by phases, follow: 


Point 4 expenditures, fiscal year 1953 


| } | 
Personnel cost | i 
Other ex- | | } 














penses? | Grants Training | Total 
United | Local | | 
States | | | | 
eg SS detest -| — —— = — i — 
Agriculture and natural re- | 
sources $254, 963. 39 $118.92 | $60, 117. 46 $320, 000 ...| $635, 199. 77 
Health, welfare, and housing 209, 296 | 3,971.70 | 132,080. 29 j.__- sed | 345, 348. 09 
Education. | 16,896, 27 |... | 77,671.98 40, 000 $10, 000 144, 568. 25 


| 
Industry, public administra- 


| tion 39, 141, 22 ..| 4, 229.62 | s | 43,370.84 
Transportation. . 04, 657. 24 17, 797. 66 ‘ 112, 454. 90 
Administration of country | 

program -_ - 151,819.13 | 44, 912. 56 | . | 196, 731. 69 
Other programs, general oper- 

tions | 3 203, 750. 56 ie 203, 750. 56 

Total __. e | 766, 773. 35 49, 003. 18 | 495, 647. 57 360, 000 10, 000 /|1, 681, 424. 10 


| 1 





Give fiscal year 1953 actual expenditures. Include all forms of economic aid by United States Govern- 
ment, attaching separate schedule if necessary. 
| ? List major items of expenditure under this heading. 
‘Includes shared costs (utilities, communications, maintenance, warehousing supplies, equipment, etc 
not directly chargeable to functional programs pursuant to interim accounting instructions. 


Point 4 expenditures, fiscal year 1954 ! 


Personnel cost 
Other ex- 


penses ? Grants Training Total 
United Local 
States 
Agriculture and natural re- 
sources: 
Forestry-fisheries_ -- $295, 500 $15, 000 $7, 000 $317, 500 
Natural resources 142, 600 18, 200 : 2, 000 162, 800 
| Health, welfare, and hous- 
ing-public health 251, 400 44, 000 10, 000 305, 400 
Education 84, 020 $780 37, 200 “a 8, 000 130, 000 
Industry-public admini- 
istration __ 50, 269 831 51, 100 
Transportation-communi- 
| cation__. 289, 100 2, 000 10, 000 301, 100 
| Administration of country 
| program 114, 900 30, 000 35, 200 180, 100 
Other programs 
Total. 1, 227, 789 30, 780 152, 431 37, 000 1, 448, 000 


1 Give fiscal year 1954 authorized program; if allocations not yet made by Washington, give budget esti- 
mates submitted to Washington for fiscal year 1954 program. 

Include all forms of economic aid by U. 8. Government, attaching separate schedule if necessary 

? List major items of expenditure under this heading. (A) Includes program supplies and equipment. 

B) Includes shared overhead (utilities, communications, audiovisual aids, information services, et 
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I should like to direct the committee’s particular attention to the housing 
project which was built in Liberia to house United States personnel. This 
particular project, for which United States technical-assistance funds were made 
available, will be found listed on the schedule cited below listing permanent-type 
facilities built and/or operated with United States funds. 

The total cost of this project was $300,000, with the United States providing 
dollar assistance in the amount of 50 percent of this cost. I was informed that 
there remains unspent $162,000 of the total funds. 

The background on this development is substantially as follows: In 1951-52 
housing in Liberia was extremely difficult to obtain and, when obtainable, dwell- 
ings rented for as much as $3,000 per year. Because of this shortage, TCA/ 
Washington proposed to erect 25 houses; the proposal was agreed to and the pre- 
viously mentioned financing was decided upon. Of the Liberian share of $150,000, 
$50,000 was in cash (used for materials necessary for the project) and the 
remaining $100,000 (Liberian) was made available for obligation for local pur- 
chases and payrolls. So far, only 12 of these houses have been completed, 8 of 
which are presently occupied; 4 more are under construction and material is 
on hand for the remaining 9. 

In view of the fact that there remains $162,000 available but unspent for this 
project, TCA/Liberia indicated that there is every reason to believe that this 
project will be completed. However, I doubt seriously that construction will be 
completed, and I recommend that TCA/Liberia immediately reevaluate the neces- 
sity for further work on this project and, in the absence of pressing and imme- 
diate need, the project be abandoned and the funds returned to United States 
and Liberian Treasuries. 

While there is merit to the argument that housing was difficult to obtain in 
Monrovia at the time the project was undertaken, I question the use of tech- 
nical-assistance funds in such a manner. The construction of housing facilities 
with United States dollar funds does not fall within the purview of technical 
assistance, and I recommend that the Foreign Operations Administration be 
immediately informed that in the future such abuses will not be tolerated. This 
should be particularly obvious, since in this instance the United States is to 
receive no compensation for its portion of construction costs, other than rentals 
paid by United States technicians in Liberia. Upon amortization, title to the 
buildings will vest in the Liberian Government. 

The table showing permanent structures built and/or operated with United 
States funds, mentioned above, is as follows: 


| Pass 


States 4 


| | | Percent of 
| Total cost of | Percent of fiscal year 
Number of | buildings total cost 1953 net 
Type of facility facilities! | andequip- | paid by operating 
ment ? | United cost paid 
! States 3 by United 
| 





Health centers - 
Hospitals . 
Nurses homes ay i. 
Agricultural experiment stations - - 3 
Water systems. - . 
Sewerage systems --. oul : } ; | 
Vocational schools-.-- : | 
Grade schools -- 
Colleges_... 5 | : = 
Teachers colleges- : 1 $60, 000 67 
Experimenta! farms ; ans : 
Demonstration factories or mills--._- | : Bere 
Irrigation systems__------ Reahales 
Powerplants . Svea ; 
Agricultural machinery pools----- i | ; citebeitSehdelintesttel # 
United States-Liberian joint housing project. _| 25 300, 000 | 50 | 
Demonstration agricultural market_.--- : 1 32, 000 60 None 
| ' 





1 Includes all projects financed wholly or partly with United States funds, either directly or through 
services or other types of United States-local government cooperative arrangements. 

2 Includes all projects from inception of Point 4 program through fiscal year 1953. On attached extra 
copy of schedule G, list all projects to be constructed, equipped, and/or operated during fiscal year 1954. 

3 Includes salaries and allowances of United States technicians and other personnel paid by United States 
Government and assigned to the project. 

4 Includes in net operating expenses, the salaries and allowances of United States technicians and other 
personnel paid by United States Government and assigned to the project. In determining net operating 
expenses, deduct all revenues received by the facility for sales and services rendered by it. 
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The committee will again note that the United States has provided $60,000, 
or 67 percent of the cost of construction, for a teachers college in Liberia. This, 
again, falls under the heading of economic rather than technical assistance, and 
technical assistance funds should not have been diverted for such a purpose. 
While it is true that Liberian educational levels are abysmally low, and while the 
construction of a teachers college may be easily justified, I nevertheless reassert 
my belief that, in like cases, the responsibility of this Government should end 
with providing the know-how—the technicians who can advise local governments 
on the building and operation of such an institution. The provision of funds 
for physical construction is not technical assistance. 

The same comments are appropriate with reference to the $32,000 expenditure 
of United States funds (60 percent of total) for the construction of a demonstra- 
tion agricultural market. This is economic aid, and the devotion of technical 
assistance funds for such a purpose indicates a basic misunderstanding of the 
technical assistance concept, one which I found reiterated throughout African 
nations. I recommend that the Administrator be informed as to the limitations 
of technical assistance, and that he be required to confine expenditures to legiti- 
mate technical assistance purposes. 

There are no physical construction items indicated in the 1954 fiscal year 
budget. 

There follows a statement of cooperative (servicio or servicio-type) joint 
government undertakings in Liberia : 


Servicio or servicto-lype operations, fiscal year 1953 





| Revenue, fiseal year 1953 Total 
} Fiscal year|_ eaAety ie ee Deere 
| 1953 gross | employees 
Servicio expendi- Receipts Grants | Grants as of 
tures ! from sales | U. 8. Gov-| local gov- Grants June 30, 
and ernment ernment others 1953 
services 
spec at eek oe soapislaipasanccateciiassngial tala aaa) nn hace niealiisahiaetvasieiahiteiiteccsat cael 
Agricultural development 
Agricultural research 
Education 
Health and sanitation 
Others: Joint United States- 
Liberian aerial photo- 
graphie servicee.. $534, 000 $300, 000 $234, 000 None 


1 Includes all expenditures for materials, supplies, and capital improvements. 


The committee will note that only one such endeavor has been attempted, 
that consisting of an aerial photographic service with a total cost of $534,000. 
Of this amount, the United States provided $300,000 and the Liberian Govern- 
ment, $234,000. 

Here is one more item which may be necessary. To date the survey has been 
extended to cover 87 percent of Liberia, and it is expected to be of great worth, 
particularly in providing maps and indicating road routes. Liberia is woefully 
short of highways or roads of any kind. 

Nevertheless, this again is not a legitimate technical assistance expense and 
should not have been undertaken in that guise. This is economic aid, and 
similar examples of nontechnical assistance uses of TCA funds should be guarded 
against. I might mention at this point that I was informed while in Liberia 
that the letting of the aerial survey contract was done on the Washington level. 

Another survey is in progress, I am informed, this totaling $90,000, for the 
purpose of providing a survey of Liberian mineral resources. Again, while this 
project may be necessary, it should not have-been financed with United States 
dollars under the guise of technical assistance. 

An ambitious health program is in operation here, with nurses being trained 
and a large number of United States technicians assigned to improving health 
conditions. In addition, seven United Nations experts are engaged in similar 
work. I recommend that this operation be reexamined with the objective of 
eliminating US/TCA and UN/TAA duplication. In addition, particular atten- 
tion should be given to inaugurating a health program within the ability of the 
host nation to maintain it upon the withdrawal of United States financial sup- 
port. Liberia is a comparatively poor nation, and I fear that the implementa- 
tion of:a vast health program, as well as other programs, will place an undue 
strain upon the Liberian economy. 
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Fhe field of education is being thoroughly and, I believe, excessively, em- 
phasized in this nation. I have already made reference to the teachers’ college 
being constructed here. It is my opinion that instead of trying to revise and 
bring up to date the entire field of education in a short period of time, it would 
be better to center immediate efforts on vocational training and the preparation 
of grade school teachers. We must begin at the bottom rung of the ladder, and 
ereate the proper climate for gradual, continual educational progress rather 
than attempt to bring up to date overnight this most backward nation—some- 
thing which simply cannot be done. 

It is in the agriculture and fisheries phase of technical assistance that the most 
ambitious efforts are centered here. Besides maintaining an expensive operation, 
staffed with technicians of nearly every specialty known, the United States is 
backing an extension program that is being carried on in four sections of the 
country. 

The agricultural phase is, in a word, overdone. It is, in many instances, un- 
realistic ; there should be more effort made to stress the cultivation of indigenous 
crops. I was particularly disappointed in some of the fieldwork being done. 
One agricultural agent here is attempting to increase production of cucumbers, 
snapbeans, and lima beans in an area where the rainfall during the 6-month 
rainy season is 240 inches. These experiments should be abandoned at once, and 
efforts concentrated on increasing the production of indigenous crops. 

The same criticism applies to this agent’s chicken program, in that he is at- 
tempting to produce a breed of chickens (Rhode Island Reds) in an area that is 
literally drenched with rain for 6 months out of every year. 

This phase of the agricultural program actually can do more harm than 
good ; for instance, one project—the planting of okra, beans, carrots, and other 
vegetable crops on land too loose for their successful propagation—is witnessed 
by many local farmers. They see with their own eyes that such efforts are 
unsuccessful and the resultant failures do not enhance their belief in United 
States methods. 

I should like to direct the committee’s attention, also, to the fact that while an 
ECA mission established here several years ago brought much farm machinery 
to this nation (tractors and the like) today they are rusting away. They were 
too advanced technologically for the primitive farmers of this nation. 

The fisheries program is also unrealistic. Despite the fact that the nearby 
ocean and local streams abound with fish, United States TCA experts are under- 
taking to have farmers build ponds in order to produce their own fish. What this 
eountry needs are boats and seines, both of which should be supplied with local 
funds, and the advice of United States ECA experts in how to properly utilize 
these items in order to increase the supply of food. There is no necessity for an 
expensive program of pond-building and stocking. In addition, the study of 
salt and freshwater fish by specialists could well be dispensed with; such studies 
might conceivably be of value in the future, but they are not needed now. 

‘The central experiment station in Suakoko is far beyond the requirements of 
this nation. Covering 1,000 acres, supported by the Liberian Government and 
staffed by United States technicians, it will not be able to continue operating 
after the United States withdraws support. Liberia is short of agricultural 
and almost every other kind of technicians. This operation should have been 
kept small, within the ability of local government to carry on unassisted after 
our departure. While it is true that there is now a program underway to 
instruct agricultural experts, I was informed that once these people learn to 
use the pencil they are loath to return to the plow. 

A highway system survey is now in progress, and should be continued. The 
lack of adequate transportation arteries is one of the major handicaps facing 
this nation, for unless there is a means provided whereby agricultural production 
from the interior can be easily transported to markets, the nation will not 
prosper. The highway system, as proposed, will offer an incentive to increase 
and even diversify production. I am firmly convinced that financial assistance 
in the form of loans for the construction of an adequate transportation network 
will go further toward the development of Liberia than many of the so-called 
technical assistance schemes now being carefully nurtured by short-sighted and 
ambitious planners here and in Washington. 

One of the most useless projects here is that of public administration, with 
special emphasis on the establishment of a census bureau. The purpose is to 
determine the actual number of Liberian citizens residing here, along with 
business houses, ete. That study will serve no worth while purpose, and the 
funds so allocated could be more beneficially spent in other fiields. It is, in addi- 
tion, providing an additional drain upon the Liberian economy. 
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As previously mentioned, the United Nations has 11 technicians in the field 
here. Their efforts are as follows: 

Higher education—Fundamental education with a view toward teaching 
adults. 

Fisheries.—Fundamental objective is increasing catches ard supplies. This 
seems to be a duplication of United States efforts (see above). 

Labtor.—This is a misnomer. While undertaken allegedly on a statistical 
basis, this effort is essentially a public relations program and is useless. 

Rice standardization.—Although rice production is far below requirements, 
this program of standardization has been undertaken. It is unnecessary; while 
rice sampling should be most worthwhile under other conditions, every effort 
should be made to increase production before devoting funds and assistance 
to the comparatively technical and advanced program of standardization. 

In general, the Liberian technical assistance program is in need of reevalua- 
tion, with the programs which are too advanced and too far beyond the ability 
of Liberia to support them abandoned. Efforts should be made to concentrate 
on basic programs; the technical assistance diet should, at this stage, be con- 
fined to meat and potatoes; the wine and caviar can come later. 

There follows a table indicating the number of United States-owned vehicles 
assigned to TCA/Liberia. The committee will note that 30 vehicles are so 
listed. This number should be reduced if at all possible. I am sure that a 
reevaluation of the TCA effort here, with a resultant discontinuation of useless 
programs and discharge of surplus personnel, would make possible a reduction 
in vehicular support. 


Type or make: Assigned to— 
RIN niin ER elie Sa a a a gc Motor pool. 
Willys Overland... - a, cheeantsainliatcat aad avasatccmeaeentataatin Do. 
Ford__ eat nisin ieee ceoacg ithe mira clad t eaid cask I caepinkctedioaeaaeaiaainin Do. 
Wie UOVerinnG: io. as edeoen eee A AES a Do. 

a a Do. 
a TIN sasas sexs cc ccnahskdteinan saeco aceataiascecdabcatioas cen tei eni nica ie alas ht ee eee Do. 

BD a i oe es ie aieetabces bd we keh LP Bee ke hee eee tS Do. 
Oe no a el ee ees ae eee French. 
Oe AOR oti net initia ncrpseccenaainiite eee pabicb aie iteeha tamara Motor pool. 
ee sisi scence teenie Saatylhitocajas tes lia akeia tig sini lig nadia ek ERC as Do. 

ID vn ein besten incnanentw abba diadinleasisae ack Ament Do. 

DO ok hi Sedona bean ae et os eth seh ae Curtis. 

NE es as ns eee a aie Sl a Motor pool. 
Raa CW on cenit eset eniphcci cbs tcnie chitienteatiecaea G. Davis. 

DD dss tte whan ac agen eet ing Lie pac lg ee 

antidote sais pibaishe tore cepsopa Rata nek peceeies capi ae eee 5 lees arenas nme Harshaw. 

DG ee oe ee a OE Ao ence cle 

a cihicibenenet one ela eR Se SE SS ie ee Sees Kitchen. 
CE ai sic hatin ccc agaietn cdediggh beatae ......_. Motor pool. 

PID ccntamsineiien nes tuinand uiicaudiianactihelusactiae. tts wtipecaciataen tee memttivaskcai . Wardman. 

Ba sc dcsciac ee tetinacaieans Gotten pacino lasit tise xs “nisraaskbctis tance danaraiteed avid aeeaed Motor pool. 

I a escent leet cece eo tl tai aes det ae el, co a ee Do. 

Beil ir eS ek nee siaid' gthiitcii Sade, SO Caste Ridsdale asta _ Barton. 

I cic cin wh cctncilebin ics elncicehcavic <b ei tennant ti tacit iat re ad Wardman. 

itn cll sa ssa pel lg pea ca aa Pinder. 

I ae Ne Sc aoeuimisubemaarank . Brice. 

ase cain Satan cane Sesion ceo ci ata ce 

BIOS L wicslsicistdbniid donk bbb tg eked. aopiedeclaetemtae DM eiaiieeen ce arc ieee J. Davis. 
I ic n.d scigrsthnctncce ceigntlc heinrich sama pein aed gaia Chambers. 
TO RIE, I kines cc Mephons lan esscpuck dp tsclacin insane teeta inten ailing oe Do. 


(Note: Department’s comments on Senator Ellender’s report may 
be found in the appendix on p. 1507.) 


LIBERIAN VOCATIONAL AGRICULTURAL MACHINERY PROJECT 


Mr. Van Dyke. The report that I have on the agricultural ma- 
chinery project from the mission shows that it was terminated in 1953. 
The machinery had arrived. A continuing Liberian effort is indi- 
cated as the Government of Liberia itself now buys such farm ma- 
chinery for Government stations. The local impact was a demonstra- 
tion of the use of machinery that saves scarce labor. 
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FARM CREDIT PROJECT 


The second project listed is farm credit, which was terminated in 
1954. 

Mr. Passman. Was the Gover nment making loans to farmers? Is 

that what you mean by “farm credit ?’ 

Mr. Van Dyke. This report indicates the Government of Liberia 
has now established an institution to extend farm credit, as a result of 
this original project of some years ago. 

Mr. Passman. Can you tell us the number of loans they made to 
farmers and in what amount; how the loans are being repaid, and 
what progress is being made from the loans? We want to get into 
the actual accomplishments of the program. 

Mr. Van Dyke. I appreciate that. I would have to go to our 
mission in Monrovia in order to get that information. 

Mr. Passman. You can understand that the information would be 
valuable. Just the fact of setting up a farm credit organization does 
not mean a thing unless we know also how many farmers received 
loans, to what use they put the money, how successful they are with 
the loans, and whether or not they are using them properly and are 
repaying them. 

De you want to go to another project ? 


MONROVIA DEMONSTRATION SCHOOL 


Mr. Van Dyke. I will pick some at random. Monrovia demon- 
stration school project, terminated in 1954. The school was com- 
pleted. The Government of Liberia is now operating the school and 
four additional schools of a similar nature have been built since then. 

Mr. Passman. What do they teach in the schools? 

Mr. Van Dyke. They areelementary schools. 

Mr. Passman.. Do you have a progress report on literary in the 
country. The mere fact of establishing schools does not mean a thing 
unless we can also ascertain that some of the things that we are 
teaching are sticking. Do you havea progress report ? 

Mr. Van Dyke. This is at the Manet ary level. The literacy rate 
has been only about 5 percent. There was almost a total absence of 
elementary schools. This was an elementary school started as a dem- 
onstration project in the capital city. Many areas of the country 
still have no elementary schools whatsoever. This project has, as 
indicated, led to the establishment of four additional schools. 

Mr. Passman. How successful have they been? That is what we 
are trying to find out. 

I think that the American taxpayers are going to insist in the future 
that we justify every dollar allowed for this particular program. 

Do you have any progress report on this school and other schools 
that they have opened, whether or not they are still open and are 
staffed with competent teachers? 

Mr. Van Dyke. The school , now being operated by the Liberian 
Government with Liberian teachers. 

Mr. Passman. But there is no record as to how successful it has 
been. 

Mr. Van Dykr. Unfortunately, I have not visited this project per- 
sonally. Mrs. Bolton visited it on her trip through Africa. I under- 
stand she was pleased at the results. 

Mr. Passman. Let us go to another program. 
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CENSUS STUDY PROJECT 


Mr. Van Dyke. A census study was undertaken and completed in 
1954. A census bureau has been established and is now being operated 
by the Liberian Government. It is expanding its work into the field 
of trade and business statistics. 

Mr. Passman. That has to do with population, does it not ? 

Mr. Van Dyke. It is broader than that. It is not just counting 
noses: it is assembling basic data needed for the successful oper ation 
of business and to get private investment interested, and so forth. 

Mr. Passman. We set up the organization. What has been the ac- 
complishment? Let us pinpoint something. 

Mr. Vaw Dyke. Well, it would be difficult to point to a specific ac- 
complishment, aside from the establishment of the Bureau. 

Mr. Passman. Let us go to the next item. 

Mr. Van Dyker. In general, the economic growth of the country 
has gone forward at a very satisfactory rate. 

Mr. Passman. Are we increasing our allocation to that country 
for the fiscal year 1959? 

Mr. Van Dyke. No, sir, we are not requesting an increase. 

Mr. Passman. What is the total? 

Mr. Murpnuy. The total is $2 million. We are not increasing it. 

Mr. Passman. Select one of the other projects at random. I should 
like to know a little more about this. 


GEOLOGICAL RESEARCH PROJECT 


Mr. Van Dyke. Geological research. The project was terminated 
in 1957. The Government of Liberia now has a Bureau of Mines and 
Geology. The Government of Liberia is operating the Bureau. The 
report from the mission says the services of the Bureau have been ex- 
ceedingly valuable in appraising the mineral wealth of the country. 

Mr. Passwan. How m: any projects do you have listed there? 

Mr. Van Dyxer. Twenty-one listed. 


NUMBER OF PROJECTS, PAST AND PRESENT, IN LIBERIA 


Mr. Passman. What is the total number of projects, past, present, 
and planned in the future for the country ¢ 

Mr. Van Dyke. I do not have that figure with me, but I can indi- 
cate that, in the 1959 program for Liberia, the projects listed total 
15. (The requested total is 43 projects.) 


i 
i 


Mr. Passman. What is the total number of projects in the Liberian 
program d 
Mr. Van Dyke. Currently the total number of projects in the Li- 
berian program is 15, and 15 are projected for the next fiscal year. 
In the entire continent of Africa there are roughly 150 different 
projects. 
TRANSFER OF MILITARY FUNDS TO ECONOMIC AID 


Mr. Passman. Has any part of the aid budget for the 


eal year 
1958 been shifted from military to economic purposes, 


or vice versa 


Mr. Murrny. Vice versa, yes. There is an anticipated transfer of 
approximately $30 million from the milit: ry assistance funds to the 
nonmilitary assistance funds. 
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Mr. Passman. That is not classified information, is it ? 

Mr. Mourrny. No. 

Mr. Passman. You are transferring from military to economic 
uses ¢ 

Mr. Murprny. Yes. 

Mr. Passman. $30 million ? 

Mr. Murrny. Yes. 

Mr. Passman. What part of the world program will that affect ? 
Where is it coming from ? 

Mr. Moreny. It is coming from worldwide military assistance. 

Mr. Passman. You have to delete from certain allocations in order 
to accumulate the $30 million ? 

Mr. Mourrny. The Department of Defense would have to answer 
that. 

Mr. Passman. I shall turn to the Department of Defense for the 
answer. 

Mr. Suurr. Yes. Something had to give in order to get $30 million. 

Mr. Passman. You are transferring from military to economic ? 

Mr. Murenuy. That is right. 

Mr. Passman. That could serve to reduce the unobligated balance 
in the military; if you had not made the transfer from the military 
to the economic then your antic ipated or estimated unobligated bal- 
ance would be $55 million rather than $25 million. 

Mr. Suurr. No. 

Mr. Passman. Do you think that if you had left the $30 million 
in the military fund you could have obligated it ? 

Mr. Suaw. The military-assistance program includes a number of 
ic gr which we will not be able to fund this year because of the 
lack of availability. When we transfer $30 million to the State 
Department, as has been stated, it means that an equal amount of 
projects lined up for funding in the fiscal year 1958 have not been 
funded and will not be funded, but had the money remained in our 
accounts those projects would have been funded and our unobligated 
balance would not have been any larger than it is expected to be 
on June 30, 1958. 


UNOBLIGATED MILITARY ASSISTANCE FUNDS 


Mr. Passman. You say that if you had retained the $30 million it 
would have been obligated. How are you going to explain that you 
will have $25 million unobligated ¢ 

Mr. Suaw. Mr. Chairman, the $25 million which will be unobli- 
gated at June 30, 1958, in the military-assistance account has been 
applied against projects. The money has been apportioned by the 
Bureau of the Budget: and will have been allocated to the milit: ary 
departments for implementation. However, the military departments 

cannot utilize and complete their obligation of all the miscellaneous 
accounts which have been transferred from military appropriations 
to them for this purpose, so no matter how much money we have, or 
how many projects we have at the end of the fiscal year, there is 
always acertain amount of money that has not actually been obligated. 

Mr. Passman. I believe we have stated for the record it is estimated 
you will have $25 million in military unobligated June 30 this year. 
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Mr. Suaw. That is correct. 

Mr. Passman. Had you not transferred the $30 million would you 
not have $55 million ? 

Mr. Suaw. The answer is “No.” If we had not transferred the $30 
million, it would have been applied against eligible military assistance 
programs in this fiscal year. 

Mr. Passman. Why did you not apply the $25 million ? 

Mr. Suaw. It was a decision by the State Department, who coordi- 
nates the program. They had other higher priority projects they 
wanted that money for. 

Mr. Passman. You say you will not obligate it, and that it will be 
unobligated as of June 30. 

Mr. Suvrr. The $25 million will not be obligated because of the ac- 
counting procedures that the Department of “Defense has to accom- 
plish duri ing the last part of the fiscal year. Mr. Shaw has given us 
a more technical explanation but, in ‘business language, just ae 
monsense language, it is money that is not obligated on the books 
the end of the fiscal year by virtue of the variety of caaneee 
methods that the Department of Defense uses. 

Mr. Passman. I understand that, and I want the gentlemen to know 
I am not quarreling with you. I want to understand the matter. If 
you indicate you have $25 million unobligated under the present pro- 
cram after having tr ansferred out of military $30 million to the eco- 
nomic program, if you had not made the transfer it would appear to 
me there would have been $55 million unobligated. 

Mr. Suurr. No, sir; we could have obligated that against other 
projects. 

Mr. Passman. I know you could have, but under the procedures you 
are following you may not have done so. 

Mr. Suurr. No, sir. I do not think that is right. We have esti- 
mated that $25 million is that portion of the program that cannot be 
obligated by virtue of the ponderousness of the end of the year process 
in our accounting system. 

If we had $30 million more or $75 million more to be obligated in 
the program, that has no relationship with our inability to obligate 
the $25 million which occurs at the last part of the fiscal year. 

Mr. Forp. When was the decision made to take $30 million from 
the military and transfer it to the economic side ? 

Mr. Suurr. I think about 2 months ago. 

Mr. Murpny. It is earlier than that. It is reflected in the presen- 
tation books made up in February. 

Mr. Forp. In other words, the decision to withdraw this availability 
from the military was made 4 or 5 months ago. 

Mr. Murrny. Yes, sir. 

Mr. Forp. If you had had it available in the military for that in- 
terim period of time, there is no doubt you could have made the obli- 
gations against progr amed projects; is that correct ? 

Mr. Mureny. That is correct. 

Mr. Forp. I gather the impression that it is the pure mechanics of 
the obligation process in the Department of Defense which preeluces 
you from having this in official obligation, the $25 million. 

Mr. Mvretry. Yes, but it is not limited to Department of ee 
We have the same thing in ICA. If you take an appropriation for : 








686 


given purpose and you have to make a hundred allotments to a hun- 
dred different locations for a hundred different purposes, all based 
on estimated requirements, it is just humanly impossible at the end 
of the fiscal year to have each of these allotments come out obligated 
to the last penny. There is always a little left in this or that allot- 
ment and the cumulative effect at the end of the year might be $5 
million in an account. The military estimate their cumulative effect 
is $25 million. 

Mr. Forp. How much did you have to start with for obligation in 
the military ? 

Mr. Murpry. $1.848 billion. 

Mr. Forp. How much will you have obligated ? 

Mr. Morrny. The initial figure was $1.878 billion, minus the $30 
million is $1.848 billion and they estimate $1.823 billion will be obli- 
gated. 

Mr. Forp. Out of $1.848 billion you are going to obligate all but 
$25 million officially as far as the technical aspects of obligation are 
concerned. 

Mr. Murrpny. Yes, sir. 

Mr. Passman. Had vou not transferred from the military $30 mil- 
lion over to the economic part of the program, what would be the 
amount of the unobligated balance in military funds on June 30? 

Mr. Suvrr. $25 million, Mr. Chairman. 

Mr. Anprews. If you had not spent this money for economic aid 
you would have it for military ? 

Mr. Suurr. Yes, sir. It was programed for military. 





MILITARY PROJECTS POSTPONED BECAUSE OF TRANSFER OF FUNDS 


Mr. Anprews. I would like to know, Mr. Chairman, what. military 
projects were dropped when they transferred the $30 million from 
defense support or military support to economic aid. 

Mr. Forp. That is an important question for this committee to 
know because we are going to have to finance it in the next fiscal year 
presumably. 

Mr. Anprews. I would like to know what projects could have been 

ealized but were dropped because of the transfer. 

Mr. Suvrr. I do not think I can answer that question specifically 
at this point, Mr. Congressman. Let me find the answer and furnish 
it for the record. 

(The following information was subsequently supplied :) 

If the Department of Defense had retained the fiscal year 1958 funds trans- 
ferred to ICA, such funds would have been obligated or reserved in fullfillment 
of high priority approved military assistance requirements. There are un- 
funded fiscal year 1958 requirements in excess of the amount in question for 
replacement of obsolete light tanks, provision of AWX aircraft, ship moderni- 
zation, and equipping aircraft with air-to-air missiles, hence the funds might 
have been used against these requirements. 


LEGAL LIMIT ON TRANSFER OF FUNDS 


Mr. Atexanper. Out of our total military program how much of 
the funds could have been transferred legally to the economic pro- 
gram ? 
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Mr. Suurr. I believe the figure is 10 percent, sir. 

Mr. Forp. You have to be careful, 10 percent out but not more 
than 10 percent in? 

Mr. Mureny. Twenty percent in. 

Mr. Suurr. Of the ibtary assistance program, not of the whole 
program, sir. Ten percent of the military assistance portion of the 
program. 


UNOBLIGATED AND UNEXPENDED MILITARY ASSISTANCE FUNDS 


Mr. Denron. How much do you have right now that is unobli- 
gated, unreserved, and unspent in the 1958 appropriation for military 
purposes ¢ 

Mr. Passman. Total unexpended ¢ 

Mr. Denton. Unexpended, unobligated, and unreserved. 

Mr. Passman. As of the last date? 

Mr. Denon. As of today. 

Mr. Suvrr. I do not have it as of today. 

Mr. Den'ron. The last date for which you have it. 

Mr. Suurr. We keep a running account of our obligations. At 
of the end of March, Mr. Denton, we had $1,165 billion obligated or 
reserved. 

Mr. Denon. That left a balance of what ? 

Mr. Suvrr. $683 million. 

Mr. Passman. I believe the gentleman stated a moment ago that 
in ICA as well as the military program it is impossible to obligate 
down to the very last dollar or millions of dollars? 

Mr. Murrny. I said generally speaking in any Government agency 
where you have a planned financial program there will be many 
accounts at the end of the fiscal year with small residual amounts 
in them that cannot be predicted with any accuracy. 

Mr. Passman. Will the gentleman state for the record how a zero 
balance was predicted for the defense- support program on June 304 

Mr. Murpuy. I have explained that previously. 

Mr. Passman. We should like to have it explained again. 

Mr. Murrny. I have tried to qualify it. Whenever we say we 
expect no unobligated on June 30 in any account I have usually quali- 
fied it by saying we think there will be substantially a hundred percent 
obligation, but this does not mean there will not appear in the account 
for one of the defense-support countries a figure of $50,000 when the 
last gong is sounded on June 30 at midnight. 


ESTIMATED UNOBLIGATED BALANCE WORLDWIDE 


Mr. Passman. How about the $211,641,000 grand total for the world- 
wide program ¢ 

Mr. Mvurreuy. The bulk of that is in the Development Loan Fund 
which is $175 million. Twenty-five million dollars more is military 
assistance that you mentioned. The $11 million is an estimate of the 
balance remaining in the Palestine refugee account and in the Asian 
economic development account. Military assistance and the Devel 
opment Loan Fund account for $200 million out of $211 million. 


25164-—58——-44 
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TRANSFERS FROM MILITARY ASSISTANCE TO ECONOMIC AID 


Mr. Passman. What amount did you transfer out of military to 
economic aid for fiscal year 1957? 

Mr. Murpny. In fiscal 1957 I believe there was nothing transferred. 

Mr. Passman. How muc h did you transfer out of military to eco- 
nomic aid in fiscal 1956? 

Mr. Morrny. There again, subject to permission of the committee 
to check on this for accuracy, my recollection is there was none. 

Mr. Passman. As you recall now you did not transfer any money 
out of military in fiscal 1956 and fiscal 1957. 

Mr. Moreny. That is correct, sir. 

Mr. Passman. That opens up a new field of questioning which, 
however, we shall postpone until later. 

Mr. Forp. Were there any transfers the other way in either of those 
2 fiscal years ? 

Mr. Murrny. No, sir. 

Mr. Passman. This is something new in fiscal 1958 compared to 
fiscal 1957 and 1956 ? 

Mr. Murrny. Yes, sir; compared to those years but it is not new. 
Over the years there have been large transfers. 

Mr. Passman. That we understand, but transferring from military 
to economic programs certainly opens up a new field of questions in 
my mind. 

MIDDLE EAST COMMITMENTS 


Mr. Denton. You transferred the $200 million to the Near East 
fund. Ambassador Richards went over there. Did that come from 
military or economic? 

Mr. Murruy. That was financed mostly from economic but some of 
the commitments that Ambassador Richards made were military 
commitments and were financed from military assistance funds. it 
depended on the nature of the commitment where it was financed. If 
it was an economic commitment it was met from economic funds. 

Mr. Passman. In all probability the unobligated balance of June 30 
is somewhat understated in the figure of $211,641,000? 

Mr. Murreuy. The one word answer to that, Mr. Chairman, is “yes. 
If I may explain, I would not be at all surprised if there were from 
$10 million to $15 million on the nonmilitary side that would be scat- 
tered around in different countries under technical cooperation, de- 
fense support, special assistance, contingency fund which did not get 
signed up into legally binding obligations by June 30 midnight. 

Mr. Passman. You could wind up with an unobligated balance in 
the technical aid program ? 

Mr. Mourpny. Yes, sir, in a small amount. 

Mr. Passman. What would you call small ? 

Mr. Mureny. Taking the size of the program, we have a $130 mil- 
lion program on the road in technical cooper ‘ation, and I would say a 
small balance in that would be anywhere up to $5 million. 


TRANSFER FROM MILITARY ASSISTANCE TO ECONOMIC AID IN 1956 


Mr. Suaw. May I reaffirm the fact that there were no transfers 
from military assistance to the economic side of the program in fiscal 
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year 1957 and that the total transfer out of our appropriations in fiscal 
year 1956 was $6 million. 

Mr. Passman. For what purpose was that transfer made? 

Mr. Suaw. I do not have that here. 

Mr. PassmMan. W ill you get the information for us? 

Mr. Suaw. Yes, sir. 

(The infor mation requested follows :) 


A presidential determination, under section 501 of the Mutual Security Act of 
1954 as amended, was signed on June 22, 1956. This determination authorized 
the transfer of military assistance funds to ICA in the amount of $6 million. 
This transfer permitted ICA to generate local currencies to be utilized to finance 
militarily acceptable items within the Pakistani budget. In turn, Pakistan 


assumed $6 million of the construction program which had originally been 


planned for financing under MAP. 
USE OF DEVELOPMENT LOAN FUND IN AFRICA 


Mr. PassMan. Do you propose to use the Development Loan Fund 
in Africa ? 

Mr. Murreny. Yes, sir, the Development Loan Fund is available 
for all underdeveloped nations of the world. 

Mr. Passman. I am just asking specifically whether you propose 
to use it in Africa. 

Mr. Murrny. I had to answer it that way because the Development 
Loan Fund is not programed in advance. Therefore it is impossible 
to say we are going to use the Development Loan Fund in Africa 
in 1959. Our expectation is there will be loan applications from some 
of the African countries and some will be approved. 

Mr. PassMANn. Several days ago it was stated there were requests 
from 45 nations for consideration under the Development Loan Fund. 

Mr. Murpny. I did hear that figure. Someone else used it. 

Mr. Passman. You heard it in the committee ? 

Mr. Murrny. Yes, sir. 

Mr. Passman. Do you know whether or not any other applications 
have come in since that time ? 

Mr. Murpny. I am sure there are more applications, Mr. Chairman, 
but whether they are for different countries than were on that list at 
that time I cannot say but I will check it. May I insert in the record 
the number of countries which on May 20 had 

Mr. Passman. We have been given a list of 45. You may supple- 
ment the list. 

Mr. Murpny. Very well. 

(The information referred to follows :) 





Additional countries from which applications for development loans have been 
received are British Guiana, Australia, and Yugoslavia. 


ELIGIBILITY OF GOVERNMENTS AND INDIVIDUALS FOR LOAN APPLICATIONS 


Mr. ANprews. Under that Development Loan Fund are the gov- 
ernments eligible to make application for loans? 

Mr. Murrny. Yes, sir, the projects may be in either the public 
sector, government-sponsored projects, or in the private sector as 
private interests making the applications. 

Mr. ANDREWS. Most ‘anybody can make an application for a loan, 
individuals, private individuals, or the government ? 
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Mr. Murpuy. Yes, sir. 

Mr. PassMAN. It is wide open at both ends. 

Mr. Anprews. Would a government application have priority over 
a private individual’s application or is it left up to the dise retion of 
the administrator ? 

Mr. Mcrrny. It is the latter, sir. I think the priority would be 
more attached to the nature of the project rather than to the nature 
of the applicant. 

Mr. Anprews. Could private enterprise or private business corpora- 
tions make application for loan and be eligible to receive a loan ? 

Mr. Mvurrny. Yes, sir, and we are encouraging that. We would 
like a lot of applications from private industry. We try to work out 
three-way deals where the Export-Import Bank is in or where private 
banking is involved. We are trying to get deals which have local 
investors in the country plus American investors tied together. one 
putting up the local currency and the other putting up X million 
dollars. 

Mr. Anprews. Does it have to be tied with American investors? 

Mr. Murpnuy. No, sir, they do not have to be. 

Mr. Anprews. In other words, A company in X country engaged in 
private business would be eligible for a loan ? 

Mr. Murry. Yes, sir, if it submitted the project which met the 
eriteria of the loan. 

Mr. Anprews. And no public interest was connected with the busi- 
ness. 

Mr. Mcreny. That is correct. 


REPAYMENT OF LOANS 


Mr. Passman. The agreement with the countries under the de velop- 
ment loan plan is that they repay the loans in local currency. The 
option could only be exercised if and when we deteriorated the value 
of the American dollar to the point it would not be desirable for us 
to exercise the option. At, present they are privileged to repay the loan 
in local currency. 

Mr. Murpnuy. There are some of both. The letters of advice which 
have been issued in large part authorize repayment in local currency. 
My recollection is there is at least one letter of advice pending that does 
call for repayment in hard currency. 

Mr. Passman. It is only a letter and may be accepted and may not 
be? 

Mr. Murrny. That is true of all letters. The loan agreement has to 
be negotiated. 

TOTAL AID TO COUNTRIES IN AFRICA 


Mr. Passman. How much aid has the United States 
countries in Africa since July 1, 1945? 

Mr. Van Dyke. It is a rather a long list, Mr. Chairman. Would 
you like me to read it off ? 

Mr. Passman. Give the total. 

Mr. Mcreny. That brings in the military and that part will be 
classified I believe. 

Mr. Passman. Total and not by countries would not 
How much aid has the United States given to Africa ? 


given to 


be classified. 
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Why would the figures for previous years in Africa military be 
classified ? 

Mr. Suourr. It is a question of one country comparing what they 
got against what another country got. We do not think that is in the 
best interests of the United States. 

Mr. Anprews. Off the record. 

( Discussion off the record.) 

Mr. PassmaAn. This is cold-blooded business as far as I am concerned. 
They have not been doing it blindly as it applies to the gentleman 
from Louisiana. I thought I had better take full advantage of the 
visitations and get my picture taken with ambassadors and others. 
I have ambassadors in my office almost reprimanding me for their 
country being given less than it received the previous year. I do 
not cail that blind lobbying. That is pretty strong lobbying as far 
as Iam concerned. 

Mr. Suvurr. All I know it that advance programs are classified for 
a very good reason it would seem to me. I do not*know how these 
people can know what is being proposed for them in the future fiscal 
year because obviously we do not know ourselves. The Congress in 
its wisdom appropriates the money you think we should have and 
consequently the program changes to that extent. 

Mr. Passman. My question dealt with the past. 

Mr. Suurr. I was endeavoring to answer Mr. Denton’s question 
which led to the classification of all figures. 

Mr. Passman. Would the amount we have given for military in 
prior years still be classified ? 

Mr. Suurr. I would still think, Mr. Chairman, that comparisons 
could be made. I would think that if one country is able to compare 
its program with another country it would not be good for United 
States foreign policy. 

Mr. Denton. I have been told why we did certain things in certain 
countries. A number of times we were buying security for the United 
States. There are other nations—and the ones I refer to do not play 
the part in security that other countries do. 

My point is this. You pay money to one country for security and 
another country is not in that situation and they are hurt because 
they do not get as much as the first nation. 

Mr. Suvrr. This program as it relates to military assistance is not 
solely military. It is a combination of military, economic, and politi- 
cal ingredients. You cannot generalize about this. For each indi- 
vidual country the ingredients are different that go into the mix. In 
some countries the political aspects of the situ: ition take on a different 
proportion than in other countries. 

Mr. Anprews. Is it not true, Mr. Secretary, that there has arisen a 
spirit of jealousy which borders on selfishness among the nations that 
have been receiving our aid over the years and because of that rivalry 
between the nations in an effort to get a bigger share of this appro- 
priation it is necessary to classify these figures as to what each nation 
is getting ? 

Mr. Suurr. I do not think this is the overriding consideration. It 
is a consideration. 

Mr. Anprews. It does enter into it. 
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Mr. Suurr. It is a consideration and I would guess it would be a 
very human consideration. 

Mr. Anprews. I had a letter yesterday from a friend of mine in 
Manila. He wrote of having had lunch with an outstanding busi- 
nessman in Manila and that that man said the attitude of many 
people over there was not good toward the United States, that they 
felt they had been let down because they had not received as much 
under this program as some of the other nations in view of the fact 
that they had fought with us. 

Mr. Gary. Off the record. 

( Discussion off the record. ) 


TOTAL MILITARY ASSISTANCE BUDGET REQUESTS FROM THE FIELD 


Mr. Suurr. I would like very much for this committee if they 
could find time to come over to our shop and examine what we supply 
to the field in the way of specific guidance. They operate with that 
guidance and send us back the deficiency requirements as they see 
them. 

First of all, those requirements are refined in the unified commands. 
They are submitted to us and we refine them with the Army, Navy, 
Air Force, the JCS, IC A, and State. Iti is not until that time that 
we formulate the programs that appear in the presentation books that 
are before you. I can assure you it is a lot less than what comes in 
from the field. I could show you how this operates. 

Mr. Anprews. I am satisfied that your total requests far exceed 
your program. Could you tell me what the dollar-and-cents amount 
for your program for 1959 is? Then tell me what the request was 
that you had from the field. 

Mr. Suourr. Our request is $1.8 billion and I believe what came in 
is something in excess of $5 billion. 

Mr. Passman. Can that $5 billion remain on the record 4 

Mr. Suurr. Yes. 


ABILITY OF COUNTRIES TO ABSORB MILITARY AID 


Mr. Passman. Is it not true that in some sections your MAAG 
chief indicates to the Supreme Allied Commander that he feels we 
are furnishing too much equipment for a nation, more than they can 
absorb, and then you may go to another nation in similar condition 
where the commander will request far in excess of what the other 
nation did, perhaps because he sees the program differently. 

Mr. Suvrr. No, sir, 1am not acquainted with that. 

Mr. Passman. I am definitely acquainted with such situations. 

Mr. Suvurr. May I speak to the statement you made, Mr. Chair- 
man? 

Mr. Passman. Yes. 

OVERPROGRAMING 


Mr. Suvrr. I have already said sometimes we overprogram. I 


am perfectly willing to say that again for the record. Sometimes 
we overprogram. But we overprogram on the basis of good faith 
on the part of both parties. 

For instance, lead time being what it is, when you build an air 
force you have to start with men. Some official, let us say the defense 
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minister of country X, makes up a plan as to how many people he 
expects to be able to obtain to make an air force. In the beginning 
we have to operate with the best information that we have and in 
the very best of good faith. He then proceeds to get that number 
of people. Then they must be trained. 

Deliveries are then scheduled to provide hardware to the forces 
that the country expected to raise. If it is found out in the follow- 
ing years that the people could not be gotten or that more of them 
washed out in their training than had been anticipated or for various 
other reasons they were not able to make the goals that were set up 
and agreed on in good faith, then that amounts to an over programing. 
That amounts to more hardware than the people can use by virtue 
of not having the personnel to use it. 

In such a situation we endeavor to correct it by underprograming 
the following year or to hold up deliveries if it is attributable to a 
specific situation. 


AVAILABILITY OF MAAG CHTEFS FOR APPEARANCE BEFORE COMMITTEE 


Mr. Passman. Thank you very much. I have never questioned 
good faith, but I have questioned bad judgment. I think there is 
ample indication that bad judgment has been involved. Your MAAG 
chiefs and people in the field are not privileged to come before this 
committee. We could ask them to come, and they would be demoted 
or removed. This program is justified here at the Washington level. 

So I want the record clear that I have never questioned integrity : 
I have never questioned good faith. But I have certainly questioned 
the judgment employed many times in establishing these programs. 

Mr. Suurr. May I say something to that, please. When Mr. 
Sprague came before you originally and as I recall also in a private 
luncheon that you, Mr. Sprague, Mr. Taber, and I had one day it 
was offered that any MAAG chief you wanted would be brought in 
to testify. I can assure you no MAAG chief is going to be busted 
for anything he says to this committee. If we are ‘that bad we ought 
to know about it, too. 

Mr. Passman. I admire you very much for being an optimist on 
that position. As far as I am personally concerned, I think a lot 
of things could happen to him. It was rather generally understood 
that if we were going to protect those people we have to keep them 
away from this “committee. I want this clear and on the record. 
Some of them do not have too much longer to go to retirement. 
Some who gave me information last year may not be out in those 
commands. Off the record. 


PHILIPPINE ABILITY TO ABSORB AID 


Mr. Anprews. Mr. Shuff, I understood you a minute ago to say 
that you thought that in the Philippines we were giving them more 
assistance than they could absorb. 

Mr. Suvrr. I did not say that. I said if we gave them an abundant 
amount more it might be niore than they could absorb. 

Mr. Anprews. You do not think we are giving them more at this 
time than they can absorb. 
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Mr. Suurr. Iam talking about military assistance. 

Mr. ANDRE ws. That is what I am talking about. 

Mr. Suurr. I will stand on my statement. 

. Mr. Anprews. I notice by the chart in connection with the Philip- 
pines in fiseal 1958 they got ———— million military assistance, that 
stepped up to ——— million in the 1959 program. 

Mr. Suurr. I do not have my books for the Philippines. I would 
be glad to discuss it in detail with you. 

Mr. Anprews. We will get to it tomorrow. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


VALUE OF ASSISTANCE TO CERTAIN COUNTRIES 


Mr. Denton. You said the program was different in every other 
country. I appreciate that. That is what bothers me about this 
program. It seems we do not have any overall direction. For in- 
stance, we hear that this program should be supported for military 
reasons. We hear stories that for the cost of 1 American soldier we 

san get 10 in foreign countries. I have a great deal of difficulty seeing 
militar vy value in a great many places where you give military support. 
In others I can. 

Mr. Suvrr. As I endeavored to indicate, Mr. Denton, the mix is 
different. Off the record. 

( Discussion off the record. ) 

Mr, Passman. We have another case on the economic support. That 
is for a Christian and humane thing such as the missionaries used to 
do, but on a bigger scale. We have special programs because of the 
Communists in the country. If we had an overall directive as to 
where we were going, so we could set up a criterion, it seems we would 
not run into the difficulty we do among these countries. 

Off the record. 

( Discussion off the record. ) 


CLASSIFICATION OF COUNTRY AID FIGURES 


Mr. Gary. Mr. Shuff, you gave reasons a few minutes ago why 
the military aid is classified according to countries. Why would that 
same reason not apply to economic aid, which is not classified ? 

Mr. Suurr. I must defer the answer to that question to somebody 
that deals with economic aid. 

Mr. Passman. Mr. Van Dyke, would you like to answer that ? 

Mr. Van Dyker. We do classify the country figures in the proposed 
program. The figures of what has transpired in the past are not 
classified. I do not mean to say this doesn’t cause us the same kind 
of problems of comparison which Mr. Shuff referred to, but in defer- 
ence to the wishes of Congress on this question, we have taken every 
step we could to declassify as much as possible. 

Mr. Passman. I do not actually think we have had the question 
answered but. I hesitate to ask it again, because we may get into some 
complications. You did not state why the military in prior years 
was still classified. So far as I am concerned, it is not classified 
because you can go to the legislative reference service of the Library 
of Congress and get it broken down by nation, by project, whether 
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it is lend lease, grant aid, credit loans and get your grand total for 
the entire program. 

This comes to me as authentic, and it includes military and every- 
thing. Furthermore, you often see in the Congressional Record a 
list of every dime that every country has received in aid for the 
oo nares: 

I will go along with the past, too, if that is the wish of the Depart- 
ment. But when you button a committee to such an extent that the 
members can’t answer these questions intelligently on the floor, it is 
just. a little bit difficult. 

If you will go to the Library of Congress you may see this data. 
You may have a look at this letter. You can get the information by 
nation. This is not by nation. 

Mr. Murreuy. That is the catch. 

Mr. PassmMan. I wanted the total. 

Mr. Murruy. By area? 

Mr. Passman. I am asking by area. 

Mr. Murrny. It is unclassified here. 

Mr. Passman. Please answer my question, then. 


TOTAL AID TO AFRICA 


How much aid has the United States given to countries in Africa 
since July 1, 1945? 

Mr. Van Dyke. For economic assistance, Mr. Chairman, total obli- 
vations, cumulative to June 30, 1957, are $124,063,000. 

Mr. Passman. Now the military. 

Mr. Suvrr. Furnished through June 30, 1957, $20.9 million. 

Mr. Passman. Is the annual trend of our aid to the countries in 
Africa increasing or decreasing ? 

Mr. Pacer. It is increasing, Mr. Chairman. 


INCREASES AND DECREASES IN AID TO AFRICAN COUNTRIES 


Mr. Passman. Will you please state for the record the countries 
in which the annual trend of our aid is downward and those to 
which the trend is upward in Africa, or is that information classified ? 

Mr. Murruy. On the nonmilitary aid ? 

Mr. Passman. All right, on the nonmilitary. 

Mr. Van Dyke. The figures for nonmilitary assistance by years, 
Mr. Chairman, can be found on page 122, in the left-hand column, 
for the 3 years of 1957, 1958—and the proposed 1959 figure. Ethiopia 
shows a higher figure in 1957 than we are proposing for 1959. 

Mr. Passman. Let us consider 1958. In Ethiopia is it up over 1957? 

Mr. Van Dyxe. No, sir. 

Mr. Passman. In Ghana is 1958 up over 1957? 

Mr. Van Dyker. About the same. 

Mr. Passman. Libya, is that up over 1958 ? 

Mr. Van Dyke. (Answer off the record. ) 

Mr. PassmAn. Is Morocco up? 

Mr. Van Dyke. Yes, sir. 

Mr. Passman. Somalia is up ? 

Mr. Van Dyke. ( Answer off the record. ) 

Mr. Passman. Is Tunisia up? 
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Mr. Van Dyke. (Answer off the record.) 

Mr. Passman. How about overseas territories / 

Mr. Van Dyke. That is expected to increase in fiscal year 1959. 

Mr. PassMaAn. Regional and undistributed ? 

Mr. Van Dyke. We are instituting some new projects in that area 
Mr. Passman. Which will mean an increase 4 

Mr. Van Dyke. Yes, sir. 


SOVIET UNION AID TO AFRICA 


Mr. Passman. Are any of the nations in Africa which receive 
United States aid also receiving assistance from Russia ? 
Mr. Pater. No. 
Mr. Passman. You do not know of any aid programs in Africa 
from Russia ? 
PROGRAMS IN ETHIOPIA 


Mr. Parmer. The only thing that might remotely be so represented 
is a hospital that existed in Ethiopia in ezarist times and it was re- 
opened by the Soviet Government in 1947, I believe, after the Ethi- 
opian regime was restored to power, but this is the only thing of 
which I am aware. 

Mr. Passman. Then there is some type of aid for Ethiopia from 
Russia ? 

Mr. Paumer. This hospital is established in Ethiopia in Addis 
Ababa and maintained by the Soviet Union. 

Mr. Passman. It is staffed by the Soviet? 

Mr. Patmer. Yes. 

Mr. Passman. What do we nate there comparable to that project ? 

Mr. Patmer. We do not have anything comparable to that. We 
do have other projects there whie +h Mr, Van Dyke may wish to 
describe. 

Mr. Van Dyke. We do not maintain a full-seale hospital as the 
Russians do. 

Mr. Passman. What are the projects that may catch the eye? 
Many times people are impressed by what catches the eye, rather than 
the paper programs locked up in some office. What do we have to 

catch the eye of the Ethiopians ? 

Mr. Van Dyke. The things we are most proud of are the educa- 
tional efforts, particularly the vocational program. There is a second- 
ary school at Jimma, a town not far from the capital of the country, 
which is handled under a contract with Oklahoma State University. 

The Ethiopians also have a university for vocational and agricul- 
tural training. 

Mr. Passman. A university we built? 

Mr. Van Dyke. We are assisting the Ethiopian Government to 
build it. 

Mr. Passman. The university will be manned by personnel selected 
by Ethiopia ? 

Mr. Van Dyke. Some personnel are being provided under the con- 
tract with Oklahoma State. This university is new. It was opened 
last year and is progressing very well. There is also a training pro- 
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gram for public health technicians in another part of Ethiopia, which 
has been very successful. 

Mr. Passman. Is that similar to our discussion earlier today about 
the different programs we have gone into? Do we have something 
that will catch the eye of the Ethiopians that is built and maintained 
by the government similar to this hospital that the Russians are oper- 
ating? That is what I want to know. I am tired of chasing grass- 
hoppers all over the world. I want to put my eye on something. 

Mr. Van Dyxe. I think if you visited the center at which public 
health training is going on at Gondar, Ethiopia, you would find the 
sort of thing you are searching for. 

Mr. Passman. Is it something we maintain on a permanent basis, 
a building ¢ 

Mr. Van Dyke. It is an institution which we, the Ethiopian Gov- 
ernment and WHO jointly staff and maintain. 

Mr. Passman. The hospital was built and is completely staffed 
by the Russians? 

Mr. Van Dyke. Yes, sir. 

Mr. Passman. I want you to talk to us about something where it is 
strictly United States construction, United States maintained. That 
is what I am trying to find. 

Mr. Van Dyke. We have avoided strictly United States projects in 

these countries. We think the identification of the United States 
with a locally sponsored project is much better in the long run, be- 
cause eventually we want to pull out of these things. The contract 
we have for secondary and higher education, for example, is expected 
to terminate as soon as Ethiopians are trained to do the jobs that 
our contract technicians are now doing. 

Mr. Patmer. On this particular subject, whereas I am not familiar 
in detail with all of our projects, I can say as a result of two trips to 
Ethiopia within about the last year, that I think there is no doubt 
about the fact that the projects we are undertaking there—our tech- 
nical, health and education projects—have had far more impact on 
the Ethiopians than the Soviet hospital has. The Soviet hospital is 
maintained by the Soviets. It has not done very much in training 
Ethiopians. We have done much in technical and occupational pur- 
suits. So far as the comparative positions of the two countries in 
Ethiopia are concerned I think there is no doubt that we have obtained 
far more good will, et cetera, from our projects, than the Soviet Union 
has from this hospital. As a matter of fact, I think the hospital it- 
self, as I indicated, is rather a historical accident. I would like to go 
off the record at this point. 

(Discussion off the record.) 

Mr. Passman. We can always hear of the impressions we have made 
in the countries visited. I have been in 19 of them. Somehow, they 
have never been around pointing out anything that has made a great 
impression in some of the countries I visited. I didn’t find anything 
over in Thailand other than the highway, and that made a bad im- 
pression. Of course, a similar situation exists in Burma. I think if 
I go out this year I am going to some of the countries that have been 
mentioned during the hearings. It may be a coincidence that there 
has been little or nothing they could point out of a constructive nature 
in the nations I visited. 
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CONDITIONS IN TUNISIA AND MOROCCO 


Mr. Gary. Can you tell us something about conditions in Tunisia 
and Morocco? You can tell it either on or off the record. 

Mr. Pautmer. Yes, sir. I would be most happy to. I will go on the 
record, if I may, and perhaps go off here and there. Both Morocco 
and Tunisia, as you know, Mr. Chairman, received their independence 
just about 2 years ago and, since that time, they have had a very diffi- 
cult readjustment to make, both politically and economically, and in 
terms of their relationship with France. 

Mr. Passman. Pardon me. Mr. Denton has to go to the Floor. 
He wants to ask a question. 


DELIVERY OF TRUCKS TO ETHIOPIA AND LIBYA 


Mr. Denron. I notice you have a number of trucks scheduled for 
Ethiopia and Libya this year. Can you hurry up the delivery on 
those, or do they come from France? 

Mr. Suvrr. They would be American trucks. 

Mr. Denton. Can you expedite the delivery on those? 

Mr. Suvrr. Sir, I believe the three military departments are doing 
their best to expedite delivery of the trucks. 

Mr. Denton. Thank you. 


CONDITIONS IN TUNISIA AND MOROCCO 


Mr. Parmer. As I say, Mr. Chairman, they have had a difficult polit- 
ical and economic adjustment to make, in terms of their relationships 
with France. This relationship, of course, has been complicated by 
the existence of war in Algeria. Both Morocco and Tunisia openly 
express their sympathies with the cause of the Algerian rebels. Both 
of them find themselves on the edge of this war, with direct. reper- 
cussions on their own territories. This has been particularly the case 
with Tunisia, which has only very small security forces, and there 
is no question, I believe, that the Tunisian border has been violated 
on a number of occasions, both by the FLN, the Algerian nationalists, 
and the French forces. 

In both Morocco and Tunisia, we have regimes which are oriented 
toward the free world. Both of them are extremely desirous of main- 
taining close and friendly relations with the United States. 

In the case of Tunisia, President Bourguiba has made an open 
identification with the West. He embraced the Eisenhower doctrine 
at the time of Ambassador Richards’ visit to Tunis last year, and has 
shown himself very genuinely desirous of maintaining, not only close 
relations with the United States and other Western Powers, but also 
with France. 

The situation, while not quite the same, is somewhat similar in the 
case of Morocco. Here, there has been no such open identification 
with the West, but, nevertheless, the Moroccan Government has, I 
believe, shown its desire of maintaining close relations with the 
United States and with France. 

Both countries have attached a very high importance to a peaceful 
settlement of the Algerian question, because they feel that this is 
really central to enable them to get [on] with their own development 
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in the building of their own political and economic institutions within 
their own countries. 

The King of Morocco and the President of Tunisia, for this reason, 
made an offer of “good offices” just about a year ago to mediate the 
present conflict between France and the Algerian nationalists, and, 
although this offer has not been availed of by the French, it, never- 
theless, remains open. 

Meanwhile, there is a great deal of feeling in north Africa in favor 
of what is called a greater Maghrib, that is some sort of a union be- 
tween Morocco, Tunisia, Algeria and, in the thoughts of some of 
these countries, Libya might also be involved. 

Recently, a meeting of north African political parties was held in 
Tangier, in which the Istiqlal (the principal party of Morocco), the 
FLN (the nationalist movement in Algeria), and the Neo Destour 
(the major political party in Tunisia), sent representatives to discuss 
the steps that might be involved in the formation of a Maghribian 
union of some kind; also, to discuss various problems affecting sup- 
port for the Algerian nationalist movement, and, as a result of this, 
they decided to recommend to their governments that an Algerian 
government-in-exile should be formed at an appropriate future date 
and that steps should be taken toward the formation of a north 
African consultative assembly, which, in their plans, would be one 
of the first steps in the direction of the creation of a Maghribian 
union. 

Since the Tangier Conference, the principal elements represented 
there have been consulting with the Moroccan Government and with 
the Tunisian and Libyan Governments with respect to the timing 
and desirability of implementing these decisions. 

This is a general statement, Mr. Chairman, of the current situation, 
and I would be glad to answer any further questions that this might 
suggest to you. 


COUNTRIES IN AFRICA RECEIVING U. 8. AID 


Mr. Arexanper. Mr. Secretary, I see as to Africa, in the program 
by functions, that milits wry assistance, technical cooperation, special 
assistance all have gone up in the proposed 1959 program over 1958. 
That is true; is it not? 

Mr. Pater. That is generally true. 

Mr. Atexanper. How many nations in Africa are we not helping, 
either militarily or economic ally ? 

Mr. Patmer. When we are talking about Africa in this program, 
Mr. Alexander, I would just like to say that we are talking about the 
entire continent, with the exceptions of Egypt, Sudan, and Algeria. 
Generally speaking, I think that we are extending assistance to all 
of the independent entities in this area, with the exception of the 
Union of South Africa. 

Mr. Arexanprr. Do you expect this program in Africa to continue 
to grow year by year? 

Mr. Pauaer. Yes, Mr. Alexander. I think we do expect it to grow. 
It is quite apparent that the situation that we are facing in Africa 
today is an extremely dynamic one. We have had a number of inde- 
pendent states emerge in only the past few years. Tunisia and 
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Morocco, as I indicated earlier, are only 2 years old; Ghana is only 
a little over a year old. Nigeria is going to emerge in 1960, Somalia 
in the same year, and in almost all ‘of the British and French terri- 
tories there are deliberate programs by the metropolitan powers to 
bring these territories toward self-government and independence. 

Almost all of these states are emerging with problems. Obviously, 
it is our hope that the pace toward independence will be at a rate that 
will enable the metropolitan powers and the states concerned to create 
as much economic and social stability as possible before they emerge, 
but they are all, nevertheless, going to emerge with problems and in 
many cases deficiencies. A state like Somalia, for example, simply 
does not have the economic infrastructure to maintain itself without 
external aid, and this undoubtedly will be the case in other coun- 
tries, too. 

Moreover, many of the European countries that have been extend- 
ing aid to the African territories in the past are experiencing difficulty 
in maintaining it at the same rate. 

We have followed a very conscious policy throughout Africa of 
trying to encourage the European countries to maintain their rate of 
assistance at just as high a level as possible. We have done this in 
the case of Morocco, we have done it in the case of Tunisia, we have 
done it in the case of Libya, and we are now trying to do the same 
thing in the case of Somalia. We have generally operated under the 
guidance that our aid, generally speaking, and wherever possible, be 
supplementary to that of the European countries. 


REACTION IN AFRICAN COUNTRIES TO OUR AID PROGRAM 


Mr. Atexanper. Generally speaking, has our assistance in Africa 
created good will for the United States, in contrast to confusion as 
caused by inflation, difficulties for the Government to meet its finan- 
cial responsibilities, and that kind of thing? 

Mr. Paumer. I think, generally speaking, and bearing in mind, 
Mr. Alexander, that in most cases these are comparatively new pro- 
grams—we only have three programs that have operated for any time 
at all: E thiopia, Liberia, and Libya—but, generally speaking, I think 
our programs everywhere have created good will. 

Mr. Anprews. Mr. Secretary, the total amount of aid for the Afri- 
can region is $70,377,000 for 1957, and it went up to $80 million in 
1958, and you are requesting $104,774,000 for fiscal year 1959; is that 
correct ? 

Mr. Patmer. Yes; that is correct. 


RUSSIAN HOSPITAL IN ETHIOPIA 


Mr. Anprews. I would like to ask you about the Russian hospital 
in Ethiopia. Do the Russians have an agreement with the Ethiopian 
Government to continue to operate that hospital in the future? 

Mr. Pater. I would have to refresh my memory on that. I be- 
lieve that they do. 

Mr. Anprews. That is all. 

Mr. Parmer. I would like to have the opportunity to explain that 
in the record. 


701 


Mr. Anprews. I wish you would explain in the record how they 
got in there and what they are doing, and what effect you think the 
operation of that hospital has on the Ethiopians. 

Mr. Patmer. I would be glad to submit such a statement. 

(The data to be supplied follow :) 

The Russian hospital in Ethiopia was established in 1896 by Russian Red 
Cross personnel brought to Ethiopia at the Czar’s expense. At that time Russia 
had become interested in Ethiopia, had established a legation in Addis Ababa, 
and sent Cossacks to train the Emperor Menelik’s bodyguard. The hospital 
remained in operation until 1918, when, after the Bolshevik Revolution, both 
it and the legation were closed. 

The legation was reopened in 1945 as a Soviet establishment. With the con- 
sent of the Ethiopian Government the hospital was reopened September 15, 1947, 
and it is understood that the building costs involved were shared equally by 
the Ethiopian and Soviet Governments. Ethiopians in a position to pay are 
charged reasonable rates; others are given free medical care. The hospital 
currently is staffed by some 10 to 12 Soviet doctors, nurses, and administrators. 
Its capacity is 150 beds, of which, on the average, only about half are occupied. 
The hospital seems to enjoy a good reputation but has not made a great impact. 


INCREASES IN AFRICAN AID REQUESTS 


Mr. Wiceiesworrn. Breaking down the figures that Mr. Andrews 
used, I note that the chart on page 117 of the justifications indicates 
that military assistance is requested to the extent of $7,324,000 as 
compared to $6,758,000 in 1958 and $8,892,000 in fiseal year 1957. In 
other words, the request is somewhat above 1958 but below 1957. It 
is a relatively small amount. You have already discussed off the rec 
ord the countries participating in this form of aid and the impor 
tant reasons upon w hich this aid is based. 

The economic assistance increases from $61.4 million in 1957 to 
$73.2 million in 1958, $97.4 million in 1959, and if I am correct, in- 
creases under the heading “Special Assistance for Three Countries,’ 
included in the table on page 122 of the justifications, more than 
accounts for the overall increase from 1958 to 1959. Is that correct ? 

Mr. Paumer. That is correct. , 

Mr. WiaeteswortnH. In other words, you have under special assist- 
ance a $10 million increase for 1 country and a $15 million increase 
for another country, and a $4.5 million increase for a third country. 

If you took those increases out of the picture the total for this 
economic assistance program would be less in 1959 than in 1958? 

Mr. Van Dyke. Mr. Wigglesworth, there is one additional factor 
there. In arriving at the new total for economic assistance, the figure 
for Libya for 1958 hs as to be increased from $10 to $15 million. There- 
fore, the total is increased. 

Mr. Wice.eswortH. It practically offsets the total increase ? 

Mr. Van Dyke. Yes, sir. 

Mr. Wic GLESWORTH. Would you tell us, either on or off the record 
perhaps it should be off the record because the items are apparently 
classified, but I am not clear in my mind what those three increases 
represent spec ifically. 

( Discussion off the record. ) 

Mr. WicetesworrH. On the record. 
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ANTICIPATED UNOBLIGATED FUNDS 


The discussion you had with the chairman about a $25 million figure 
of unobligated funds in the military aid program was in respect to 
the overall picture ; was it not? ? 


Mr. Suurr. Yes, sir; it wa 


Mr. WiceLeswortH. Are el any unobligated balances anticipated 
as of June 30, 1958, in the military items for Africa or will they all be 
obligated ? 

Mr. Suvrr. They will all be obligated, Mr. Wigglesworth. 

Mr. WiceLeswortH. How about the economic program for Africz 
Is there any anticipated unobligated balance ? 

Mr. Suvurr. For Africa, we do not at present anticipate any unobli- 
gated balance; no, sir. 


TRANSFER OF MILITARY ASSISTANCE FUNDS TO ECONOMIC ASSISTANCE 


Mr. WiceteswortH. Reference was made to the transfer from the 
military assistance appropriation, as I understood it, to economic, 
assistance to the extent of about $30 million in the current fiscal year? 

Mr. Suvrr. That is correct. 

Mr. Wiccteswortn. There is nothing abnormal about that, is there? 
I assume it is just a transfer under the provisions of the law pro- 
viding for elasticity ; is it not ? 

Mr. Suvrr. That is correct, sir. We tried to keep the best balance 
in the total program and this was the way it worked out. 


COMPARISON OF FISCAL YEAR 1958 AND FISCAL YEAR 1959 BUDGETS BY 
FUNCTION 


Mr. Forp. As I look at the justification books I believe the total 
anticipated figure for all programs is $104.8 million. 

Mr. Van Dyxe. That is correct. 

Mr. Forp. $7.3 million for military assistance; $83 million for 
special assistance; and $14.5 million for technical cooperation. 

Mr. Van Dyke. That is correct. 

Mr. Forp. How would that compare with the current fiscal year? 

Mr. Van Dyxe. The military figure is $6.8 million for the current 
fiscal year against $7.3 million in the request; $11.4 million against 
$14.5 million technical cooperation ; $61.8 million against $83 million 
special assistance; $73.2 million against $97.5 million total economic 
assistance and a grand total of $80.0 million in 1958 against $104.8 
million requested for 1959. 


LOCAL CURRENCY AVAILABILITY IN AFRICA 


Mr. Forp. For the first time in my recollection we have a very well 
laid out comprehensive presentation on the counterpart and various 
local currency funds. Can we have the availability in total on the 
record of these funds for fiscal 1959 and fiscal 1958 ? 

Mr. Van Dyke. There is not a great deal of local currency in this 
particular region because we have not e1 ngaged in any substantial 
Public Law 480 sales, nor have there been ‘substantial commodity 
programs to date. We are now beginning commodity programs in 
Morocco and Tunisia and to a lesser degree i in Libya. 
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Mr. Forp. I am talking about the whole of Africa, not only the 
countries you mentioned. 

Mr. Van Dyke. We will have counterpart or United States owned 
local currency in, I believe, only four countries in Africa—Morocco, 
Tunisia, Libya, and Ethiopia. 

Mr. Forp. As I look at the information on page 175, in fiscal 1958 
under mutual security program “United States owned local cur- 
rency”—is that the correct title, and MSP for mutual security 
program ¢ 

Mr. Van Dyke. That is correct, for Morocco. 

Mr. Forp. In fiscal 1958 there is $7 million availability ? 

Mr. Murpny. That is the potential generation as the result of aid 
extended in fiscal 1958. The deposits are the equivalent of the same 
figure and it is estimated that will be obligated by the end of the 
year. The expenditures will be $2 million, leaving $5 million unex- 
pended. 

In addition there is counterpart where the generation during fiscal 
1958 is $17.9 million, the deposits and obligations are expected to 
equal that, and the expenditures will be $8 million, leaving approxi- 
mately $9 million counterpart unexpended on June 30. 

Under Public Law 480, title I, generations are estimated at 
$12,675,000, with deposits of $8 million, obligations of $7 million, and 
expenditures of $3 million. 

Mr. Forp. I presume this particular country has the largest amount ? 

Mr. Van Dyke. Yes, we anticipate that will be the largest pro- 
gram. Unfortunately, I find that in the worldwide book, Africa and 
Europe are added together, so 1 cannot give you a separate figure for 
Africa. 

Mr. Forp. If we look at the comparative data on page 176, which 
is a summary of all the programs, it does show an approximately 50 
percent increase in the availability of these funds, comparing 1959 
to 1958. 


Mr. Van Dyxe. That accounts for thedncrease in the availability of 
local currency. 

Mr. Forp. It is not a small program compared to the actual cash 
requested for this particular country ? 

Mr. Van Dyke. It is not a small program. It is a major item. I 
might state the local currency availability will not be as large as it 
appears in the book under Public Law 480 because, while at the time 
this book was prepared we were anticipating a large Public Law 480 
sale, it will be closer to $4 million than to $15 million. 


TOTAL DOLLAR AND LOCAL CURRENCY PROGRAMED IN AFRICA 


Mr. Forp. I think it would be very helpful for the record to show 
the availability for Africa in total for the last 2 fiscal years, 1957 and 
1958, and requested for 1959, for military assistance, special assist- 
ance, and technical cooperation, and also your foreign currency avail- 
ability for the 3 fiscal years. 

Mr. Van Dyke. We will prepare a table along that line and insert 
it in the record. 

(The information follows :) 


25164—58——-45 
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MSP dollar and local currency programed in Africa! 


[Millions of dollars or equivalent for foreign currencies] 


Fiscal year Fiscal year | Fiscal year 


1957 1958 1959 
pn ee ee es oc ho ss din! aoseeed, 
Military assistance. ___._____-- : ie E es 8.9 | 6.7 | 7.3 
Economic assistance: | } | 

Defense support. __-- ‘ ; are see | 6.6 |. cane | ie coneiiabiens 
Special assistance - 61.8 | 83.0 

Development assistance_ $0.6 boo. ins ce nual deeds anaes 
Technical cooperation. - -- ; al 9.3 | 11.4 | 14.5 
Total economic assistance -__- ibce 61.5 | 73.2 97.5 
Total MSP dollar obligations. ett 70. 4 | 79.9 | 104.8 


Local currency programed: 
Generated by MSP dollars ena Cot 37.9 56, 
Generated by Public Law 480 sales 


No 


to 


Total local currency programed is 0 | 44.9 | 6A. 


1 Excludes Egypt and Sudan. 
AFRICAN COUNTRIES NOT RECEIVING AID 


Mr. Forp. I noticed in the contents, Mr. Secretary, that you indi- 
cated three countries were not partic ipants, the Sudan, Algeri ia, and 
Egypt. I think it is obvious why Egypt is not included. “Why not 
the other two? 

Mr. Patmer. The way the Department of State is organized, the 
Sudan is included in our Near Eastern setup along with Egypt because 
of the ties that formerly existed between them because of the common 
problems of the Nile, former foreign currency problems, and so forth. 
So it is part of the Near Eastern area and will be covered in that pre- 
sentation. Algeria is administered in the Department as part of our 
Western European organization because of the fact that juridically 
the northern part of Algeria is a part of metropolitan France. 

Mr. Forp. In another boak, as a result of this breakdown of the 
Department of State, there are programs for Sudan ? 

Mr. Paumer. There are programs for Sudan in the Near Eastern 
presentation, I believe, sir. 

Mr. Forp. And as far as Algeria is concerned, what is the story on 
that ? 

Mr. Paver. I believe Algeria is more - less automatically em- 
braced with France in the presentation. I do not believe there are 
any economic programs there. Mr. Van Dyke could perhaps speak to 
that program. 

Mr. Van Dyke. There is no economic assistance in the usual sense. 
Weare proposing for France a continuation of the exchange program 
for labor that has been in existence for a number of years, a modest 
program of about $150,000 a year. This can be found under the 
Suropean Technical Exchange progr am which appears in the first 
part of the book. There are no economic aid programs as such sched- 
uled for either France or Algeria. 

Mr. Forp. There are two MAAG’s in Africa? 

Mr. Suurr. Yes, 1 in Ethiopia and 1 in Libya. 





| 
| 
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UNITED STATES PRIVATE INVESTMENT IN AFRICA 


Mr. Forp. Do you find there is an increase in United States private 
investments in Africa in recent years ? 

Mr. Parmer. Yes; there has been an increase. I believe the total 
volume of United States investment now is just about $1 billion. Do 
you recall that figure ? 

Mr. Van Dyke. It is probably not that great yet. 

Mr. Forp. Do you have any way of coming up with a reasonably 
accurate total for the last 3 or 4 fiscal or calendar years to show the 
trend of United States private investment in Africa ? 

Mr. Van Dyxe. The trend in the total value of direct investment 
is quite encouraging. My figures run from 1950 through 1955. They 
increase from $89 million to $111 million to $148 million to $196 
million to $284 million to $323 million. 

Mr. Forp. That is in Africa as a whole? 

Mr. Van Dyxe. Yes; that is in Africa as a whole. A large part of 

that is in Liberia, where Firestone, Republic Steel, and Goodrich have 
substantial investments. It includes a special situation there—the 
value of merchant ships registered under the Liberian flag. There 
has been an increasing investment interest in Africa. Olin Mathieson 
has recently undertaken to participate in an aluminum project in 
French West Africa. There are United States private investments in 
Rhodesian copper. United States Rubber is showing an interest in 
rubber production in west Africa. 

Mr. Forp. Are there not more up-to-date figures on that than 1955? 

Mr. Van Dyxe. Those figures came from the Survey of Current 
Business. They are the most recent figures I have with me. The 
figure for 1956 for Liberia alone shows $338 million—greater than 
the total for all Africa in 1955. Since then a lot of capital has gone 
into African oil exploration and, as I mentioned, Olin Mathieson has 
undertaken an aluminum operation in French West Africa. 

I will try to get more recent figures to put in the record. 

(The information follows :) 


United States direct investment capital flows to Africa 


| 





| 1954 | 1955 | 1986 
sapiniieanniies ees ee — - ~ - aan - — “| pciidecmsaienl 
Total !_. aa 60 | 61 | 87 
Net capital outflow sc weniceeeecs ee. ; i 59 | 27 57 
Undistributed subsidiary earnings.- <e sic ; . ‘ 1 34 30 
' 





1 These figures constitute the entire change in book value of direct investments, except for miscellaneous 
accounting adjustments. 


Source: Unofficial estimates provided by the Department of State; excludes Egypt, Union of South 


Africa, and the Federation of Rhodesia and Nyasaland. Official Department of Commerce figures to be 
published in August 1958, 


Mr. Forp. That is all, Mr. Chairman. 
Mr. Gary. That concludes the hearing on Africa. The committee 
will stand adjourned until tomorrow morning at 10 o’clock. 
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Wepnespay, May 21, 1958. 





NEAR EAST AND SOUTH ASTA 
WITNESSES 


HON. WILLIAM M. ROUNTREE, ASSISTANT SECRETARY FOR NEAR 
EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS, DEPARTMENT 
OF STATE 

CHARLES H. SHUFF, DEPUTY ASSISTANT SECRETARY FOR MILI- 
TARY ASSISTANCE PROGRAMS, INTERNATIONAL SECURITY 
AFFAIRS, DEPARTMENT OF DEFENSE 

JOHN 0. BELL, REGIONAL DIRECTOR, OFFICE OF NEAR EAST AND 
SOUTH ASIA OPERATIONS, INTERNATIONAL COOPERATION AD- 
MINISTRATION 

J. E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION AD- 
MINISTRATION 


Mr. Passman. The committee will come to order. 

We have with us this morning the Honorable William Rountree, 
Assistant Secretary of State for Near Eastern, South Asian, and 
African Affairs, who has a prepared statement; also Mr. Charles H. 
Shuff, Deputy Assistant Secretary of Defense, ISA, on the Near East 
and South Asia regions; and Mr. John O. Bell, regional director, Of- 
fice of Near East and South Asia Operations, intern: ational C ooper al- 
tion Administration. 


SUMMARY OF PROGRAMS 


Will you please place in the record the unclassified portions of 


pages 3, 5, 7, 9, 10, and 11 of the justification book for the Near East 
and South Asia region. 


Near East anp Sovutu Asta, REGIONAL 


Summary of mutual security programs by function 


{In thousands cf dollars} 


Program 





Function 








| Actual fiscal| Estimate | Proposed 
| year 1957 | fiscal year | fiscal year 
1958 1959 
2 eee eee a | a hia. wieit | 
Military assistance-__--.-.------.----------------------------- | 362, 733 | 339, 202 | 279, 584 
Economic assistance: sal 
Defense support _-_-__.----- idstnncbianudennnmenanaan axearite | 219, 432 | 156, 590 | 195, 000 
Development assistance - hen selietetetiiobe rina inaeeeloe iran 156, 138 EEE Nisiccasiaceuad 
Technical cooperation.-_...-- ne atvnistinewninnwetthsbbenien du bicbns 40, 075 37, 550 1 41, 650 
Special assistance -__......-- popesee sansa lé cesses iddcsninke sseaubeliule 59, 545 | 48, 000 
SN NTIS A Sir Adi ddinmidcie cnbracnnadpneneieina sede 3 24, 750 19, 872 | 25, 000 
tnt mans SINIONIOG,. ooo is cock cckoeu cies eceaneen 440, 395 | | 298, 557 i 309, 650 
Total all a oe ececeecnsees ~ 303, 128. | 637, 759° | "589, 234 





1 Excludes $400 provided from Africa regional projects funds for joint projects. 


2 UNRWA Palestine refugees: Fiscal year 1957, 21,500; fiscal year 1958, 19,872; fiscal year 1959, 25,000. 
3 Includes $3,250 for UNEF. 
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Estimated obligations and expenditures 





[In thousands of dollars] 





sae . | . . . 
Military assistance | Economic assistance 





























satin appretaeeeset oes —_————-F 
Programed | Delivered Unliqui- | Obliga- | Expendi- Unliqui- 
lorexpended| dated | tions | tures | dated 
a SG Ww as ok oles ; +. 
Cumulative June 30, 1957- | $2, 515, 546 | $1,870,653 | $644,893 | $3,251,798 | $2, 668, 049 $583, 749 
Estimate fiscal year 1958__ 339, 202 451, 473 | XXX | 298, 557 418, 705 | XXX 
Cumulative June 30, 1958 _-_- 2, 854, 748 2, 322, 126 532,622 | 3, 550, 35: 3, O86, 754 | 463, 601 
Military assistance 
{All values in thousands of dollars} 
Annual programs Del./Exp. 
fiscal year 1950-58 programs 
Fanaa int = moan is — a 
Value | Proposed, fiscal | Esti- | | Fiscal 
| | year 1959 |} mate, | year 
2 sities ——— _._._.__|-~=sO fiscal =| Cumulative, | 1959 
| x year June 30, 1958 and 
‘iscal | Fiscal | Quan- Value | 1958 | later 
| year 1957 | year 1958 tity | 
| . 2 Be ee ee ee Ee en 
Near Hast.............- --=«| $362, 733 | $339, 202 Si | $279, 584 | $451,473 | $2,322,126 | $532, 622 
Rina te coann | oe ft Se () Si) ee i oe 
as j XX sk (1) ek ee | XX | oe 
BI esicig svi tresSeiccibecteaes aa. 1 Joe (1) Am | XX ae 
Jordan. ss jaw? ee (1) | =x XX 
RES A nde cinnenke . Joa Bes mi (!) XX XX XX XX 
Pakistan ool ea. ee (1) ok XX XX } XxX 
Saudi Arabia... __- el ee XX (1) XX =z XX :| z= 
yA neh | XxX | (1) XX XxX XX xX 
! { 





| 
| 
| 


1 Not applicable. 


NoTE.—XX denotes deletion of classified material. 
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Mr. Passman. Mr. Secretary, you may proceed. 


STATEMENT oF Assistant SecreTary oF Stare ror Near Eastern, 
Sourn Asian, AND AFRICAN AFFAIRS 


Mr. Rounrrer. Mr. Chairman and members of the committee, 
developments in the Near East and south Asia during the past year 
have amply demonstrated that the mutual security program is an 
indispensable instrumentality for the attainment of United States 
foreign policy objectives in this critical area of the world. They 
have underscored the necessity for the appropriation of the funds 
requested for the coming year. 

The objectives that we have set for the United States in this part 
of the world must take into account the basic facts of the area. These 
facts and the reasons for the importance of the area to the United 
States are so well known to this committee that I shall not at this 
time undertake a detailed review of them. However, I would like to 
emphasize certain salient features. 

The Near East and south Asia is large and diverse. Its peoples 
and nations must be dealt with on an equal and impartial basis, and 
one which takes into account their essential differences. Neverthe- 
less, there are certain underlying, common characteristics. In gen- 
eral, this area is characterized by low levels of productivity accom- 
panied by widespread disease, poverty, and illiteracy in large sectors 
of the population. With few exceptions, of which oil is the most 
notable, the nations lack basic resources. The livelihood of millions 
of its people is primarily dependent upon agriculture, largely of a 
subsistence character, and affected drastically by slight variations in 
rainfall and other natural factors. In many cases the countries have 
neither the institutions, the capital, nor sufficient organized and 
trained manpower to cope with the demands for economic and social 
improvement. The highly emotional nationalism that has accom- 
panied the achievement of independence has added to the pressure 
on the local governments to show significant economic progress, and 
there is always the threat that failure to achieve such progress will 
lead to the overthrow of existing institutions in favor of others prom- 
ising quicker results. 

There are two additional complicating factors. The first of these 
is the existence of several major intra-area disputes which continue to 
cause dangerous tension among the parties concerned and in many 
other ways operate to impede the solution of the area’s problem on a 
cooperative basis. The second and by no means least important fac- 
tor is the effort of international communism to penetrate this area 
by identifying itself with the local forces which are seeking change, 
and by hypocritically exploiting both the intraarea disputes and the 
nationalist aspirations of the peoples. 

That is the general situation which faces us. 

As you are aware, the broad interest of the United States in the 
Near East and south Asia is based on several considerations. The 
area contains major sources of important materials such as oil which 
are essential to us or to other nations of the free world. Portions of 
the Near East and south Asia also include strategic connections and 
historic crossroads which are not only involved in trade and trans- 
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portation with the rest of the world, but at the same time offer in- 
vasion paths for would-be aggressors. We have long realized that our 
interdependence with the rest of the world makes it very much in our 
interest to help the peoples of this area to achieve their aspirations for 
security and well-being. 

In the light of those objectives, I would like to refer to some of the 
more significant developments of the past year. There have been 
some fundamental changes in the political organization of the area, 
particularly in the establishment of the United Arab Republic, and 
the Arab Union. These major steps toward Arab unity are symbolic 
of the intense nationalism of this area. It is still too early to say 
what will be their ultimate effect. However, we sympathize with the 
desires of these people for unity and for political arrangements which 
may enhance possibilities for economic growth. 

Our relations with the United Arab Republic have posed special 
problems. Recently agreement was reached by the United Arab Re- 
public and the Suez Canal Company to settle the Company’s compen- 
sation claims. We consider this a promising development. In line 
with our previous statements, we promptly released Egyptian assets 
we had frozen as a result of the canal controversy. We would like to 
see established a basis from which more normal relations might 
develop. 

Tensions growing out of the Arab-Israel dispute continue to trouble 
the Near East. The continued presence in the Arab States of more 
than 900,000 impatient and miserable Palestine refugees, with no per- 
manent solution to their plight yet in sight, still exacerbates Arab- 
Israeli tensions. 

Elsewhere in the area the Cyprus dispute divides some of our NATO 
allies. The disputes over Kashmir remains unsolved and still reduces 
cooperation between our friends, India and Pakistan. Unfortu- 
nately, many of the great rivers and waterways of the near eastern and 
south Asian region have remained the focus of disputes rather than 
cooperation. 

On the other hand, we believe that what we have been able to do in 
the past year under the military and economic assistance aspects of the 
mutual security program, coupled with the assurance inherent in the 
Middle East doctrine, has helped to blunt the danger of overt aggres- 
sion by the Sino-Soviet bloc in this area. In the absence of American 
assistance, developments might have been very different. Neverthe- 
less, the area continues to be threatened by the expansionist ambitions 
and the imperialist desires of the Soviet Union. Playing upon the 
aspirations of the peoples and exploiting the intra-area disputes, the 
bloc continues to try to establish a position in the area by offering 
military assistance, economic aid, trade, and other inducements. Bloc 
aid to the Near East and south Asia has been appreciable. Bloc trade 
agreements with these countries now number 86 as opposed to 29 in 
1953. These are but two indicators of Soviet interest and success. 

Mr. Chairman, in preparing our request for the coming year, we 
have taken into consideration the area’s underlying problems, the re- 
cent developments, and our objectives. We consider that the mutual 
security program funds we seek for the coming year represent essen- 
tial needs for continued progress on three fronts: security, develop- 
ment, and stability. 
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Let me make some observations with respect to the security factor. 
Pakistan, Iraq, Iran, and Turkey are linked together through the 
Baghdad Pact. Greece and Turkey are members of NATO and Paki- 
stan is a member of SEATO. These collective security arrangements 
operate as a major deterrent to overt aggression by the Soviets. We 
must help maintain the existing forces and to improve their effective- 
ness through modernization. Some of these countries cannot support 
their defense forces without additional economic assistance in the form 
of defense support funds. If the economies were allowed to deterio- 
rate and political stability be weakened, the military forces would be 
useless. 

In addition to the collective security forces which I have just men- 
tioned, there are other and more limited requirements for military 
assistance in other countries designed primarily for the strengthening 
of internal security. 

We are requesting $279.6 million in military assistance and $195 
million in defense support for the countries of the Near East and 
south Asia. In addition, some of these countries will share in the 
special materiel program in the amount of $168.3 million. The total 
of these requests for military assistance and defense support forms 
the backbone of security in the area. 

Progress is necessary not only in physical security but in economic 
development. Such development requires technical skills and knowl- 
edge. We seek $41.7 million in technical assistance to help meet this 
requirement. This amount will only permit carrying forward present 
essential activities in this field. When spread over all the countries 
to which we are providing technical assistance, it will only support 
program levels below which we must not, in my opinion, permit our 
assistance to drop. 

Economic development also requires capital. The need is great and, 
as you know, the area’s resources are limited. Such sources as the 
International Bank for Reconstruction and Development and the 
Export-Import Bank are employed to the maximum that their means 
and local conditions warrant. Private investment, which when it is 
available is the best answer to the need for development capital, is 
frequently deterred by the lack of economic or political stability. It 
is in this context that we are urging the appropriation of $625 million 
for the Development Loan Fund during the coming year. It should 
be noted that the Near Eastern and south Asian countries alone have 
submitted applications to the Fund for approximately $1 billion in 
loans. 

Mr. Passman. These applications were submitted within just a 
few months, were they not? 

Mr. Rountree. That is correct; for projects most of which had 
been under study by the applicant countries for a considerable period 
of time. 

There are many situations in which it is evident that assistance will 
be required to further our interests but in which the need cannot be 
met through the elements of the program on which I have already 
commented. These are circumstances which justify and require special 
assistance. For foreseeable requirements of this nature we are re- 
questing $48 million for the coming year. 

But there are many requirements which are not foreseeable. The 
Near East and south Asia is a rapidly changing area in which 





emergencies and crises frequently arise. It is imperative that our in- 
terests not be permitted to suffer through inadequate funds with 
which to meet changed conditions. Events of the past 2 years have 
fully demonstrated the need for contingency funds in the Near East 
and south Asia. The requested $200 million in global contingency 
funds would seem to me to be the minimum which we should with 
prudence seek. 

Finally, I should like to call your particular attention to the special 
situation of the Palestine refugees. We are requesting $25 million for 
our contribution to the work of the United Nations Relief and aon 
Agency for the coming year. While we continue to search throug 
the United Nations for solutions to the basic problems of which = 
refugees are a tragic result, it would be a mistake to falter in our 
support of this program. 

Our interests in peace and stability in the area require that we help 
build physical security, assist in meeting needs for economic dev elop- 
ment, and demonstrate our support for the independence and integrity 
of the nations and peoples of the Near East and south Asia. A 
dynamic mutual security program is essential if we are to achieve our 
objec tives. 

Mr. Passman. Thank you, Mr. Secretary. 


MIDDLE EAST REFUGEE PROBLEM 


If it is agreeable with the committee, we shall read all three state- 
ments into the record and then ask questions, but I wish to comment 
at this particular point on the refugee problem in the Middle East. 

A complete new generation is being born in these refugee camps; 
is that not a fact? 

Mr. Rountree. Many of the refugees now in the camps were 
born since the Arabs left Palestine. 

Mr. Passman. Some of them are almost reaching marriageable 
age. I have visited those camps on several occasions. How long 
have these camps been in being ? 

Mr. Rounrrer. Since 1948. 

Mr. Passman. The situation is as unfavorable as when we started, 
is it not? 

Mr. Rounrresr. I should say the situation in terms of the numbers 
of refugees is considerably worse because of the natural increase. 

Mr. Passman. Is the matter of provisions for these people not just 
about at the lowest minimum we have ever provided ? 

Mr. Rountree. The amount of foodstuffs provided is at a mini- 
mum, yes. 

Mr. PAsssMAn. We are going backward instead of forward with 
the program, then ‘ 

Mr. Rounrrer. I would say many of the people have always been 
on a little above subsistence level. We are certainly not reducing 
the refugee rolls. 

Mr. Anprews. Mr. Secretary, are thoses refugees working, or is 
there any work they could do around those camps ? 

Mr. Rounrresr. I think it varies, sir, among the various countries. 
In Syria, for example, the refugees for the most part are usefully 
occupied, at least some of the time. There are other places where 
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there is no useful occupation for the refugees or any appreciable 
portion of them. 

Mr. eon What is the total number of refugees in all the 
camps 

Mr. Rountrer. May I just add, moreover, in some of these coun- 
tries the unemployment problems of the refugees present particular 
difficulties as in the case, for example, of Jordan. 

The population of the refugee camps now exceeds 900,000. 

Mr. Passman. That includes the camps in the Gaza Strip, Jordan, 
Lebanon, and Syria? 

Mr. Rounrrer. That is correct, sir. The major portion is in Jor- 
dan and the Gaza Strip. 

(Off the record.) 

Mr. Passman. Mr. Shuff, I believe you have a statement to read 
into the record ? 


Muuirary Assistance ProGRAM 


Mr. Suurr. Yes, Mr. Chairman. 

Mr. Chairman and members of the committee, the fiscal year 1959 
military assistance request for the Near East and south Asia is $279.6 
million. This figure is shown by country totals on page 5 of the green 
Near East and south Asia presentation book. The fiscal year 1959 
program will provide military assistance to eight countries in that 
area, including Greece and Trukey. In addition to the country pro- 
grams it is estimated that $168.4 million of the special materiel pro- 
grams (which, as I indicated previously, are funded on a worldwide 
basis), will be programed for expenditure in these countries. These 
programs are identified as “Modernization, aircraft and missiles”; 
‘Spare parts”; “Packing, crating, handling, and transportation” ; 
“Programs under negotiation”; and “Repair and _ rehabilitation.” 
They are shown by country on page 7 of the green book. The com- 
bined total of the country programs and the NESA regional portion 
of the special materiel programs amounts in fiscal year 1959 to $448 
million. 

A comparative statement for fiscal years 1957, 1958, and 1959 of 
the total area program, made up of the country program values and 
the special materiel program estimates, is as follows: 


Military assistance programs for Near East and south Asia (in millions) 





Fiseal year Fiseal year Fiscal year 











1957 1958 1959 
Near East and south Asia: 
Country materiel and training programs. -._.....-.---.---- | $362.7 | $339. 2 $279.6 
Special materiel programs -.-_-.--.-..-- os chine peiiats | 68. 8 | 7 158.2 168. 4 


ie) a st sis aioe dda ennite deal 431.5 | 497.4 448.0 





As you will note at the bottom of page 3 in the green book, the 
cumulative value of the fiscal years 1950-58 country programs for the 
area is $2,854.7 million, of which it is estimated that $2,322.1 million 
will have been delivered by June 30, 1958, leaving $532.6 million for 
delivery in subsequent years. On the second page of each country 
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justification you will find a listing of the major items which comprise 
the delivered as well as the undelivered program increments. 

The estimate of fiscal year 1958 Aeliverink to the region—which 
amounts to $451.5 million—is greater by about 33 percent than fiscal 
year 1957 deliveries. These increased deliveries reflect the ability of 
the military assistance program to respond to increased tensions in a 
particular area of the world, but it is important to remember that 
they would not have been possible had not military assistance train- 
ing programs already developed a capability in recipient countries to 
utilize weapons of increased complexity as well as to absorb them in 
enlarged quantity. 

With respect to the cost-sharing programs, described under that 
tab in the nonregional presentation book, Greece and Turkey parti- 
cipate in facilities assistance, NATO infrastructure, and the support 
of the international military headquarters programs. In addition, 
although the United States has not joined the Baghdad Pact, it will 
support in fiscal year 1959 the United States element of the pact’s 
combined military planning organization, at an estimated cost of 
$50,000. 

The nations in the Middle East, which we are assisting, are now 
maintaining more than 1 million men under arms. For the support 
of these forces they are contributing, in their collective annual mili- 
tary budgets, $3 for each dollar’s worth of American military aid to 
them. This is a striking effort on their part when one considers the 
relatively low level of their economies. 

In the Middle East area during the past year the military assistance 
program has had an opportunity to demonstrate how it can serve to 
promote the foreign policy of the United States by encouraging and 
reinforcing the prowestern orientation of certain countries vulner- 
able to Communist pressures. We cannot afford to relax these efforts. 

In view of the subversive inroads which international communism 
is striving to make throughout the Middle East and south Asia, these 
programs of military assistance to the nations of that area are a 
vital part of our worldwide defense effort. We believe that they are 
soundly conceived and austere; we are convinced they are necessary 
to meet the serious threat that faces not only our own country but the 
entire free world. 

Mr. Passman. Thank you, Mr. Shuff. 


COMPARISON OF MILITARY ASSISTANCE FOR FISCAL YEARS 1958 AND 1959 


Does this portion of the program total more than it did for 1955? 

Mr. Suurr. It is under 1958. 

Mr. Passman. Let us consider the estimate of $451,473,000 for fiscal 
1958. Am I reading that figure correctly ? 

Mr. Suurr. No, sir. Those are deliveries. Actually the fiscal year 
1958 figures are $339,202,000 versus $279,584,000 for 1959. 

Mr. PassmMan. You are projecting this into fiscal 1959 and later at 
$532,622,000 ? 

Mr. Suvurr. Those are deliveries. 

Mr. PassmMan. Of appropriated funds? 

Mr. Suvurr. Yes, sir. 
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Economic-ASsISTANCE PROGRAM 


Mr. Passman. Mr. John O. Bell, regional director, Office of Near 
East and South Asia Operations. 

Weshall be pleased to hear from you, Mr. Bell. 

Mr. Bev. Mr, Chairman and members of the committee, the eco- 
nomic task of the mutual-security program in the Near East and south 
Asia in support of the achievement of United States objectives in the 
area is to ane and assist the economic growth of the countries of the 
region, to assist them in dealing with common problems, and to seek 
to resolve the divisions and tensions which tend to frustrate an achieve- 
ment. of optimum economic growth and development. Asa part of this 
pattern, aid helps a number of countries of this area which have 
entered into military agreements with the United States to maintain 
forces capable of meeting any recurring threat of internal subversion 
and shielding the area against the resurgence of overt Soviet aggres- 
sion. Our object i is to promote their ability to play a full part as free 
nations in a harmonized free-choice society. 

To support programs aimed to achieve these United States objectives 
for the area, we are proposing a total in economic assistance to the Near 
East and south Asia of $309.7 million. This is an increase of $11.1 
million compared with estimated fiscal year 1958 obligations of $298.6 
million as shown in the presentation document before you. Defense 
support, for which $195 million is proposed, remains the largest single 

‘ategory for which funds are planned for this area. The defense sup- 
port proposal reflects an increase of $38.4 million over estimated fiscal 
year 1958 obligations. 

To continue the effort being made to improve the skill and ability 
of countries of the area to deal with their own problems, we are pro- 
posing $41.7 million for technical cooperation, including continuing 
and newly participating countries, an increase of $4.1 million over 
estimated obligations for fiscal year 1958 but of only $1.6 million com- 
pared with actual fiscal year 1957. 

A total of $48 million is proposed for programed special assistance, 
a decrease of $11.5 million below estimated obligations for fiscal year 
1958. 

In addition to these direct eee proposals, $25 million is pro- 
posed for contributions to UNRWA for Palestine refugee relief and 
rehabilitation. A carryover of the unobligated balance of prior appro- 
priations was granted for this purpose in fiscal year 1958. 

Mr. Taser. How much was the carryover ? 

Mr. Bex. $23.8 million. 

Fiscal year 1958 obligations also include amounts of carried over 
development assistance appropriations for which further considera- 
tion is now proposed. 

The total in the specific categories reflect minimum assumptions 
with respect to funding requirements from these sources. They are 
keyed to a continuation of availabilities of agricultural surplus | com- 
modities for local currency sale under Public Law 480 and, further, 
to the assumption that other developments will continue at least as 
favorable as projected. To the extent that the course of events 
proves less favorable than believed likely at the time that these pro- 
jections were made, it would be necessary to have recourse to con- 
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tingency allowances proposed on a worldwide basis, for such addi- 
tional needs as could not be met under the original projections. It 
is assumed that many of the countries in the area will want to make 
proposals to the Development Loan Fund, for which other elements 
of the agency have made separate presentation to this committee of 
requirements and proposals for desired funding. 

Mr. Passman. Many times we notice a substantial increase in the 
regular programs and the development loan program. This would 
be even in addition to those programs, would it not ¢ 

Mr. Bevxi. That is correct. 


NEW NATIONS 


This area of 600 million people includes among its numbers 8 new 
nations, independent only since World War II, and 2 new associations 
of countries whose lifespan can be measured so far in weeks. 

Mr. Passman. Would you name them ¢ 

Mr. Bex. India, Pakistan, Ceylon, Jordan, Israel, Lebanon, Syria, 
Sudan. 

There are two new associations of countries, the Arab Union and the 
Arab Federation, called the United Arab Republic. 

Mr. Passman. How many new nations have we helped bring into 
being since the end of Wor Id War IT? 

Mr. Bett. I believe it is 20 new nations. 

Mr. PassMan. We have supported all of them, have we not, in their 
effort for independence ? 

Mr. Suvurr. [think we have. 

Mr. Rountree. That is correct, Mr. Chairman. 

Mr. Passman. After we help create a nation, we assist it financially ? 

Mr. Rountree. In most cases. 


SOVIET UNION ASSISTANCE 


Mr. Bett. It is not merely the geography and the oil of this area, 
nor its other phy sical resources, which mark the interest which it 
holds for the United States, but the people—roughly, a fourth of 
the world’s population. This strategic focus has not escaped the 
Sino-Soviet bloc, which has concentrated within this area two-thirds 
of the total aid which they have given to countries outside their own 
contained circle—more than $1,200 million of assistance in recent years. 

Mr. WiccteswortH. Would you spell that out for us? 

Mr. Betz. A great deal has not been delivered as yet. 

Mr. Wiccieswortn. How much has been delivered 

Mr. Bett. I will have to provide that information for you, sir. I 
do not have the exact delivery status with me at present. 

Mr. WiccLeswortH. Just put something in the record to give us 
the realities of the Russian aid to date. 

(The information requested follows :) 


25164—58—— 46 
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Total Soviet bloc assistance to the Near East and south Asia as of Feb. 8, 1958 
{Millions of dollars equivalent] 









































| 
hi Country and type of assistance Donor country | Amount | Nonmili- Military |Total 
P| ifknown | tary aid aid aid 
| APTN TINT LATS TT LT TTT ET I TT PT YET 
Pe) ia seid scene cira d sesned capper enone eh nentia ea tcmials Hist daa nti $120 $25 | $145 
i Several petroleum storage tanks com- | U.S.8. R-....-.-- 
j pleted, others being built. } 
; Construction of 2 grain elevators___....._.- 2 Se 
| Construction of 2 asphalt factories com- |___-- Mintek s ct 
pleted. 
Survey completed and construction about |_....do__..........- | 
; to begin on Kabul Airport reconstruc- | | 
tion, and construction of a military air- | | | 
q port north of Kabul. 
7 Surveys completed for 3 vehicle repair |...-. DR ivnimapiticten 
I shops. | 
Preliminary surveys completed for 2 |____. ees tie oes | $100 | ---------- [honenesssehneses= 
a hydroelectric power stations. 
} Survey contracts signed for irrigation proj- ae. Geicmatacancen 
ai ects at Kahrwar, Sardeh, Paltu, and | 
i Jalalabad. 
7 Construction underway of highway |____- Oe a ceied | 
> through Salong Pass in Hindu Kush | | 
‘ Mountains. | | 
{ Construction underway of building for |___-. Bi bn de cece 
i physical and chemical testing labora- | 
i tory. 
5 Arms and military equipment________-.-_- eek eee ee 25 a te | ede Ss a 
f Construction completed of grain silo and |____.........-.--..- | 
5 bakery. | | 
: : Construction of 1 cement plant completed | Czechoslovakia_- 
E and another underway. | 
Ki Fruit cannery machinery ordered __.....---!}_.... eee ee ee | 20 gree ress nae w ade eee 
Hospital equipment delivered. _._......---|.---.----2 2-2... | | 
fi Buses and taxis delivered __-_-. sccnnn sein than ghatpas it dhl ons 
E Road paving in Kabul completed_________- eee ke : at 
= Oeylon__-- eh tg gas eT sie gall A betel dad 20 20 
if Grant. -- Communist China.| 16 | = eal 
‘ Construction of sugar refinery at Kantalai__| Czechoslovakia __-| 3. 36 | bodes | 
‘. Survey completed for cement plant | — il 
4 land clearance experts for sugar project....| U.8.S8. R_-. ede Reteindcnen cane lise | 
India_- ae coedtiel 4 bau Bench dba st i odod ‘ Labi deebe BIO 4 in ssiny 270 
: Credit for construction of steel mill at | U.8.S.R_..__- 115 ee ar. ae 
§ Bhilai. 
} Offer of training for 686 engineers and tech- HD cetieeed SS ebeteecintate 
. nicians for stee] mill. | 
i 20 drilling rigs for coal mining. --- ieee aie la abot toads 7 a 
t Oil-drilling rig and 21 technicians____- SR eA OE cine ae 
Equipment and technicians for Tec hno- | U.S.8. R__-- ooeet gal 
f logical Institute in Bombay. | 
i Agricultural machinery for mechanical |-_...do.........--..|....-.-.--|...-..--- | 
e farm in Rajasthan (gift). 
5 Construction of heavy machinery plant, |_._..do_..._- meth k sun] henttsondaSs | 
& coal mining machinery plant, optical | | j } 
and opthalmic glass factory, and 250,000- 
i kilowatt thermal power station, sched- | | 
i uled to begin in 1959. | | 
F Nepal. oer La £58 ee be ete toe we 13 Ai athe ie 
Cash grant + .| Communist | 4.2 | Pe) A 
China, | | | 
Machinery (grant) -___-_- ad ; ris (AO Sia ; 8.4 |. fees. ; 
Egypt ak eb 230 | 250 480 
Arms es . ; ; : U. 8.8. R. and 
Czechoslovak ia_- 250 | 
Equipment and training for nuclear phys- | j | 
ics laboratory __. 1 U. Be Ee sen.s : . | | 
Seven revolving bridges underway KT be he din ‘ ~ ; | 
300-kilowatt transmitter delivered _-- | Czechoslovakia __- | saa i | 
Negotiations pending | 175 } | 
Syria ; a guid don ky tes 180 | 100 280 
Arms delivered _- | ; 100 | 
Construction underway of Home Petro- | | | 
leum Refinery _do ‘ aml | 
Trade Agreement signed Dec. 23, 1957_....| U. 8. 8. R--...-- : . | 
Yemen | iN 20 | ray 20 
Loan without interest signed Jan. 1958 -| Communist | | 
China eal 16 Pe oe eet eee 
Arms; exact amount not known; value ap- | } | 
pears to be greater than the credit ex- | } | 
tended. May be between 3 and 10 mil- | | 
lion dollars; $4 million appears to be the | 
best available estimate ____ U.S. 8. R. and | | 
Communist | 
: China 4 
i | | ninesinetininis entines a tim 
ie Total for Near East and South Asia | 
r li cccctaenbies pian | 853 375 | 1, 228 
3 i 
{ 
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Mr. Passman. Would you also state at this time just what is meant 
by “Outside their own contained circle?” 
Mr. Betz. To other than satellite states, such as Hungary, Poland, 


and places of this sort; in other words, to free nations of the world in 
this particular area. 


Mr. Passman. In this particular area? 


Mr. Betz. That is right. Two-thirds of their assistance is concen- 
trated in this area. 


PRESSURE FOR IMPROVEMENT IN AREA 


In the countries of the area, there is a steadily growing demand 
among the people for an improvement in status of the most funda- 
mental kind. Common factors in the elemental pressure to increase 
their ability to supply food, clothing, and shelter are: low general 
standard of living; fat of known or adequately developed resources ; 
a limited concept of government which restricts its role to that of tax 
collector and policeman; low levels of education and training in aca- 
demic, vocational, and professional skills; inadequate, inexperienced 
institutions of limited ability to deal with economic growth problems; 
instability of governments and lack of continuity in office needed to 
permit effective concentration on long-range economic development 
problems. 

In response to these pressures for improvement, governments of 
varying strengths and competence are attempting with such resources 
as they command, frequently without adequate institutions or trained 
manpower, to meet these increasing pressures for substantial improve- 
ment in status. The rate of accomplishment they consider necessary 
is possible only on the assumption that outside assistance will be avail- 
able. In general, economic assistance under the mutual security pro- 
gram aims to help countries achieve mutually desired objectives by 
providing financing to meet a variety of requirements for resources 
from abroad. For this, the United States has recourse to a number of 
different. tools of economic assistance to help countries obtain the 
goods, facilities, services, and skills they need. It is a rare case when 
one category of United States aid can be expected to fulfill the full 
scope of United States objectives. Thus, countries need help to im- 
port goods to maintain the operations of their existing economies. 
% hey r may need assistance to finance materials, equipment, and services 
for construction of new facilities without which development cannot 
proceed. Further, technical help may be indispensable for the devel- 
opment of institutions, practices, and skills for effective utilization of 
resources. Special situations which cannot be met without outside 
help may not lend themselves to convenient categories. 

In general, the country must make the major part of the effort. re- 
quired to achieve economic development through application of its 
own resources. In most cases, however, the ability to command addi- 
tional goods and services from abroad to supplement the domestic 
resources to the degree that is required is limited by the inadequacy 
of earnings of foreign exchange to cover all the ‘Tequirements in- 
volved: those for maintenance of the existing economic structure, 
those for new development, and those to maintain defense establish- 
ments. The problem of making the best use of the resources available 
involves both institutional improvement—such as essential public 
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services to stimulate and assist the use of private capital, to promote 
and expand agricultural production, to transmit and spread general 
knowledge—and physical facilities such as basic transportation and 
communications links, lack of which can frustrate development and 
undermine the essential unity of interest of new countries. Birth rates 
in the Near East and South Asia area are characteristically high and 
with the introduction of modern ideas about sanitation and disease 
control, population has been growing in recent years. Although the 
countries are predominantly and historically agricultural, food pro- 
duction is frequently inadequate to meet. consumption requirements 
of the rising population and export earnings are not sufficient to meet 
all import needs and provide for commercial imports of food to match 
the rising demands. While the underdeveloped countries generally 
reflect a notable desire for industrial development, it remains neces- 
sary to emphasize the improvement of agriculture at the same time. 
Many of the countries have recognized this as one of the basic prob- 
lems they have to resolve and have concentrated their effort in this 
field of activity. Underlying economic similarities of this kind are 
reflected among our programs whether the objectives are those of de- 
fense support, special assistance, or technical cooperation. 


DEFENSE SUPPORT 


Defense support of $195 million is proposed for fiscal year 1959 as 
the major component of planned economic assistance in the Near East 
and South Asia area. It is programed for proposed assistance to 4 
of the 5 countries in this area which have joined collective security 
wrrangements—Greece, Turkey, Pakistan, and Iran. 

Mr. Passman. It is gener ally conceded that defense support is act- 
ually economic aid and is accepted as such ? 

Mr. Betu. Yes, sir. 

These four countries, where the United States is assisting to support 
significant military forces, are, together with Iraq, joined in the fol- 
lowing collective security arrangements: Greece and Turkey in 
NATO; Turkey, Pakistan, Iran, and Traq in the Baghdad Pact; and 
Pakistan in SEATO. The total active forces of the 5 countries 
amount to approximately 1 million men. They devote from 4 to 6 
percent of their gross national product and from one-fifth to one- 
third of the total budgeted expenditure of the central governments to 
the maintenance of defense establishments. 


MILITARY FORCES OF VARIOUS COUNTRIES PRIOR TO WORLD WAR II 


Mr. Passman. Will you be able to provide the committee with 
data as to the number of men these same nations maintained prior to 
World War II and what percentage of their budget went into the 
military ¢ 

Mr. Suurr. That question probably should be addressed to me, Mr. 
Chairman. 

Mr. Passman. Yes, Mr. Shuff. 

Mr. Suurr. I do not know how we would get their budgets prior to 
World War II or their active forces, but I will attempt to do it. 

Mr. Bru. In the case of Pakistan it would be rather difficult be- 
cause it did not exist before World War II. 

Mr. Passman. Let us have the best information you can compile. 
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Mr. Suurr. Pakistan alone? 


Mr. Passman. This entire area, the total number of troops and 
what percentage of the budget went into military. I do not see how 
we can continue to accept this blindly without having some informa- 
tion as to the number of troops they maintained prior to this and what 
percentage of the budget was devoted to defense. Many European 
countries maintained larger and well-equipped armies without our 


aid. We should have information of that nature with regard to this 
section. 


Mr. Anprews. You want to show the effect this program has had 
on military forces in these countries ? ’ 

Mr. Passman. Yes. 

Mr. Suvrr. I can get it immediately prior to this program. 

Mr. Passman. That is all right, but give the data to us for about 
5 years. ' 

(The information follows :) 


The five counties for which current data was furnished for total active forces 

and the portion of the total expenditures of the central governments devoted to 
defense are Greece, Turkey, Iran, Iraq and Pakistan. The 1957 total active 
regular forces of these countries was 985,000 men. 
_ Information on the size of the military forces for earlier years is fragmentary, 
of unknown reliability and not well annotated as to the various military or 
quasi-military forces included. Information is available for Greece for 1948, for 
Iran, Iraq and Turkey for 1949 and for Pakistan for 1952. A summation of 
available data would indicate that the forces approximated 900,000 men. 
Available information does not permit developing a time series on size of forces 
for the late 1940s’. 

A comparison of Near East forces in the late 1940s’ with those of today stated 
solely in terms of numbers of active forces fails to take into account the quality 
and the effectiveness of the forces. In the 10-year period the forces have 
changed from poorly organized, trained, disciplined and equipped to relatively 
modern balanced-type forces capable of taking an active and useful role in con- 
ventional-type warfare. 

The portion of central government expenditures devoted to defense in 1957 
ranged for one-fifth to one-third. Data are available for fiscal year 1948 and 
1949 (no satisfactory data are available for earlier years) for each of the 
eountries concerned, however, it is not known to what extent either the defense 
expenditures or the total central government expenditures used in the compu- 
tation have coverage comparable with current data. 


Defense expenditures as a percent of central government expenditures 





| | 


Country 1948 1949 1957 
| | 
Greece_- . —_ 30 7 | 29 
MU .edb isc 2 . von 24 23 | 21 
ee mod | 21 22 | 18 
Pakistan_-__. ; bas 57 | 54 | 32 
RR isd di<seeues — ‘ ; handinieteachime’ 35 | 33 | 32 


No reliable data are available for the group of countries in question on gross 
national product for the late 1940’s, and defense expenditures as a percentage of 
gross national product are not available. However, actual defense expenditures 
have risen steadily since the 1940’s. In Greece, for example, defense expendi- 
tures were $24 million equivalent in 1947. By 1957 they had reached $136 mil- 
lion. In similar fashion, Turkish defense expenditures rose progressively from 
$87 million in 1947 to $440 million in 1957. 


Mr. Wiceteswortu. The figures refer to Greece, Turkey, Pakistan, 
Tran, and Iraq / 

Mr. Betu. Yes. 

Mr. WiceLeswortH. You have given us the collective percentage as 
to these five countries. Isthat right? 
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Mr. Bewu. Yes, sir. I am looking for the figure for Iraq to be 
certain. Iraq is 6 percent of the gross national product and 18 per- 
cent of the total budget expenditure. The range of one-fifth to one- 
third is for five countries. 


PROBLEMS IN GREECE, TURKEY, AND PAKISTAN 


For Greece, Turkey, and Pakistan there is a common economic prob- 
lem in the lack of sufficient foreign exchange from earnings to meet re- 
quirements for military and for civil economic purposes. All three of 
these countries have at present in common a basic food deficit which 
varies in amount from year to year; they now depend on imports for a 
substantial part of their food supplies. Merely to prevent an actual 
fall in living standards and keep pace with an annual population 
growth which averages 1.25 percent in Greece, almost 3 percent in 
Turkey, and 1.5 percent in Pakistan, the countries must make a 
significant and substantial effort to increase production in both agri- 
culture and industry and to increase earnings of foreign exchange. 

For Greece and for Pakistan the maintenance of the pace of economic 
activity in the recent past resulted in a reduction in foreign exchange 
reserves during 1957 despite receipts of aid from the existing 
programs. Turkey’s net position remains difficult. The overall re- 
source picture for all three of these countries is such that it is not 
reasonable to assume that they are able to rely on continued drawing 
down of reserves as a principal means of supporting current levels of 
activity, let alone to provide the means of fostering the necessary 
increases in production. 


2 ARRIBA EOE NNER IBERIA POET ER 
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LEVEL OF DEFENSE SUPPORT PROGRAM IN 1959 


The proposed defense support level of $195 million for fiscal year 
1959 is the minimum considered necessary to achieve United States 
objectives. ‘The funds proposed to be provided to help Greece, Tur- 
key, and Pakistan will finance essential imports of food, materials, 
and supplies for which their own resources are inadequate and on 
which maintenance of production and consumption depend if there is 
not to be a retrogression in the defense program itself. Whether or 
not the proposed levels prove adequate to help meet balance of pay- 
ments difficulties depends on favorable crop and production develop- 
ments in the year ahead and on maintenance of prospects for foreign 
earnings. The proposed programs also assume that in response to 
an appeal for aid, the United States will again be in a position to sell 
agricultural surpluses for local currencies, to help meet food and feed 
requirements which go beyond domestic production, foreign exchange 
availabilities, and the amount of aid provided under the mutual secu- 
rity program. 

The defense support aid program proposed provides assistance for 
needs not met elsewhere. As such they lay the groundwork for 
growth in that they maintain existing economic capacity and prevent 
é a net deterioration of economic status. Thus, while defense support 
f may be indispensable to further necessary economic development, it 
S is not expected to carry the whole burden of meeting United States 
i objectives in these countries. There is little prospect that the level 
, of defense support proposed in this area for fiscal year 1959, under 
the existing definitions, would in any of these three countries prove 
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sufficient to sustain a degree of additional economic expansion adequate 
to reach a continuing self-sustained level of growth and at the same 
time permit the countries involved to carry the full burden of the 
military effort which they have undertaken. 


Mr. Passman. In all probability this assistance would be provided 
from Public Law 480? 


Mr. Beix. Yes. The agricultural surplus referred to would be 
under Public Law 480. 

Mr. Passman. If these same countries should qualify at a later date 
under the development loan program, then we would have soft cur- 
rencies feeding out of the account in two funds, Public Law 480 and 
the development loan program. 

Mr. Bex. If repayment to the development loan fund was made 
from local currencies that would bé true. 

Mr. Passman. There is a so-called option there which you and I 
know never can be exercised. I want to know if you would have soft 
currencies feeding in from both of these accounts. 

Mr. Betx. Yes, that is possible. 

The proposal for Iran is different in certain essential respects from 
the three balance-of-payments cases. In 1955, the United States un- 
dertook to help Iran with a military construction program to improve 
the defense posture of its forces. The dollar cost of this military con- 
struction program is financed from the military assistance program. 
The principal objective of the defense-support level proposed for Iran 
is to help meet a portion of the local costs of the military a 
activity for whic f provision is required to be made during fiscal ye 
1959. The estimate is based essentially on an estimate of the al 
cost of the military construction requirement. 

The situation for these four countries is described in greater detail 
in the documents before you. 

At the beginning of the current fiscal year there was a total of 
$269,827,000 of unexpended obligations of ‘defense support. for coun- 
tries in this area. By June 30, 1958, taking into account anticipated 
obligations for fiscal year 1958, we expect that expenditures will have 
reduced this pipeline about 15 percent. Expenditures estimates for 
fiscal year 1959 slightly exceed the $195 million of new funds proposed 
and the anticipated pipeline at the end of that year is projected at 
approximately $225 million. 


SPECIAL ASSISTANCE 


Special assistance is proposed to help countries where it is necessary 
to meet economic or political objectives of the United States, w here 
such a requirement is not related to United States support of signifi- 
cant military forces, and where neither technical cooperation assist- 
ance nor reliance on the potential activities of the Development Loan 
Fund can afford the degree and kind of support needed at the time 
when it is required. It is assistance given to help countries faced with 
maintaining the current level of o rons with problems of develop- 
ment which they cannot resolve by any other means and with prob- 
lems related to other social, politics], economic, and humanitarian ob- 
jectives. Virtually all of the possible types of assistance, and reasons 
for giving oe assistance, may be found in the Near E: ast and South 
Asia are ‘al year 1958 as presently planned and in proposals 














726 





now being made for fiscal year 1959. Thus, for example, Afghanistan 
and Nepal need help for economic development which they cannot 
expect from other free world sources. 

Mr. Passman. Are they not accepting aid from Russia ? 

Mr. Betz. Afghanistan has accepted aid from Russia. Nepal has 
not although they have acecepted some from Communist China. 

Mr. Passman. They are getting aid from the free world and also 
from the Communist bloc ? 

Mr. Bex. That is correct. 

Jordan depends on the United States and other countries to meet 
a major share of its domestic budget and it also relies on outside help 
for funds to promote some economic development. Israel has balance- 
of-payment problems and uses the added foreign exchange to pay 
for required imports. 

For fiscal year 1959, the $48 million in specific proposals for special 
assistance funds for countries in the Near East and south Asia 
reflects conservative estimates that tend to minimize the anticipated 
requirements for the area as a whole. No attempt has been made to 
provide for every possibility that is presently foreshadowed and if 
any number of these should develop it would be necessary to have 


RN SR NE SIU ESE ARERR ME CRT IDEN SIE TOSS FOE TEETH r 


: recourse to contingency funds. The specific funding yroposal of $48 | 
million will permit us to carry out programs in a number of countires 
in this area. These include, for example, specific development projects 


in Afghanistan and Nepal and assistance to Israel to import certain 
essential agricultural commodities. More detailed statements of the 
programs proposed are contained in the documents submitted to the 
Hl committee. | 
i Prior to fiscal year 1958, development assistance was given to a 
number of countries in the area. The remaining pipeline of these 
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funds expected at the end of fiscal year 1958 is approximately $130 

million after anticipated expenditures amounting to half the total 

available during fiscal year 1958. With the discontinuation of the 

development assistance category, no additions to these funds are ex- 

pected and the pipeline will be run down consistently thereafter; 

a anticipated in fiscal year 1959 would reduce it by almost 
alf. 

Special assistance is being given to countries for the first time in 
fiscal year 1958 and an unexpended pipeline of approximately $36 
million is expected at June 30, 1958, compared with total projected 
cents of almost $60 million, including United States contribu- 
i tions of $9.8 million of the United Nations Emergency Force. The 
i expenditure rate for the country programs is expected to rise further 
in fiscal year 1959, but there will be a moderate increase in the pipe- 
line. Compared with proposed new obligations of $48 million for 
fiscal year 1959, the pipeline of unexpended obligations at the end of 
the year is projected at approximately $42 million. 

It is also proposed to provide $25 million in special assistance for 
the United Nations Relief and Works Agency for Palestine refugees 
in the Near East to make the United States contribution to the 
relief and rehabilitation programs for refugees displaced from Pales- 
tine in 1948. The amount proposed would permit UNRWA to con- 
i tinue to provide basic essential care and maintenance activities and 
{ to resume some part of the rehabilitation activities which have had 
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to be curtailed for lack of funds. The contribution of these funds 
is dependent on the Agency receiving a sufficient sum in contributions 
from other governments to enable the United States to fulfill its 
pledges. 


TECHNICAL COOPERATION 


For fiscal year 1959 programs of technical cooperation, $41.7 mil- 
lion is proposed to carry on an essential program for transmission of 
knowledge, skills, and techniques to improve the capacity of the 
peoples in ‘the countries of the area to help themselves to solve their 
own economic and social problems. 

The main approach in technical cooperation programs is to help 
people accept dynamic patterns of change and increase their capacity 
to adapt old and new institutions and techniques to the new ways 
they need to solve their present-day problems. Thus, technical coop- 
eration programs account for almost all the MSP-financed, direct- 
hire technicians employed in the region, and for almost two-thirds 
of the contract technicians. These programs involve the financing 
of commodities and equipment only when necessary to demonstrate 
techniques or to improve the facilities of a local institution, so that it 

can provide a framework for the continuing transmission of 
knowledge. 

Continuing technical cooperation programs are proposed for each 
of the countries which receive defense support and each country for 
which special assistance is proposed. In addition to programs for 
countries for which there is no other economic aid as such, technical 
cooperation will also support certain regional activities in the area. 
The details of the program in any given country emerge from the 
problems which constitute obstacles to furtherance of economic de- 
velopment in that country. The degree of concentration in one field 
or another varies from country to country, although, reflecting some 
of the basic common factors which constitute obstacles to development 
in the area, there is a certain similarity of patterns. In fiscal year 
1959, the Near East and South Asia proposals for technical cooper: 
tion are keyed to basic needs in agricultural and natural resources dé. 
velopment for which it is proposed to use approximately one-fifth of 
the funds. Education would get only slightly less emphasis in pro- 
gram planning. Industry and 1 mining projects would take about one- 
seventh of the funding, and programs 1n transportation, health, and 

sanitation, and public administration roughly 7 percent each, or alto- 
gether, about one-fifth of the total proposed. 

Since the preparation of the formal documents presented to the 
Congress, it has been necessary to increase fiscal year 1958 funding 
for technical cooperation programs in the Near East-South Asia to 
$38,550,000 by a transfer of $1 million from special assistance to fund 
specific contr ‘act increases in regional education activity. Despite this 
increase, expenditures are still expected to exceed new obligations. 
The overall rate of expenditure for technical cooperation activity as 
presently evaluated for fiscal year 1958 is being sustained out of past 
commitments. On the proposed level of new obligations of $41.7 mil- 
lion for fiscal year 1959, a similar relationship is expected. The con- 
tinuation of total expenditure at a rate higher than new obligations 
during fiscal year 1958 and fiscal year 1959 is expected to reduce the 
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pipeline of unexpended obligations by roughly 10 percent. At those 
rates of expenditure the pipeline would then be roughly equivalent 
to about 18 months activity. Given contract, recruiting and pare 
problems, this may not be susceptible to any significant further com- 
pression if technical cooperation programs are to take a reasonably 
stable course. 

SUMMARY OF ECONOMIC ASSISTANCE 


These proposed programs—defense support, special assistance, and 
technical cooperation—total slightly less than $310 million. They 
represent the minimum assessment of reasonable requirements for eco- 
nomic assistance which can be planned at this time. They do not, 
however, represent the full measure of probable requirements which 
it will be in the United States interest to meet. Some of these repre- 
sent appropriate proposals for consideration by the Development Loan 
Fund. Others involve assessments of relationships which cannot be 
firmly outlined at this time. Further, an unhappy conjunction of 
natural events, such as poor crops, flood or drought, or of economic 
events, such as disruption of trade, unexpected shifts in prices or once 
secure markets, may well overturn what presently appear as reason- 
able estimates of resources available and marginal requirements. In 
that case, estimates would require supplementation. 

The Near East and South Asia is an arena in which much can be 
lost or won. It is an area of tension and challenge and the inability 
to forecast exactly the pattern of economic and political events forms 
part of the basis of the mutual security program request for contin- 
gency funds. These are not proposed as regional programs. 


NEED FOR CONTINGENCY FUND 


Mr. Passman. Has that type of language been in your reports be- 
fore? I refer to this: 


may well overturn what presently appear as reasonable estimates ef resources 
available and marginal requirements. In that case, estimates would require 


supplementation. 

Mr. Bex. I do not understand the question. 

Mr. Passman. Have you had such language in previous statements 
before this committee? Does this indicate that it may be necessary 
to ask for supplemental appropriations? Would that be an accurate 
interpretation ? 

Mr. Bex. No, sir. The interpretation to be given to this, Mr. 
Chairman, is that this is one of the reasons why we think we need a 
contingency fund. We cannot anticipate exactly what might develop 
in this particular area of the world. 

Mr. PassmMan. Later we shall have to explain to the taxpayers of 
America why they do not have a contingency fund in many of their 
own programs which have to be cut back every year. 

I think you do know that practically every budget reaching this 
Congress is curtailed to some extent, and there is no contingency fund 
to take care of them. : 

They have to seek supplemental appropriations. Sometimes they 
even suspend the mails if they do not get what they request. 

You are familiar with that situation, are you not? 





rp 


Mr. Wicereswortu. Mr. Chairman I believe we do have comparable 
contingency funds in our own appropriations, notably in our defense 
appropriations and in various Valens which could be mentioned includ- 
ing disaster loan funds—— 

r. Passman. We were commenting about a different program than 
defense. 

I wanted to make a record on that matter because, for one reason, 
we are experiencing poorer crops, floods, and overflows in my own 
district. We never have been able to justify an expenditure to con- 
struct certain levees in certain parishes because the cost ratio was not 
favorable. AJl our people can do is to let their crops wash away, 
their cattle drown, and they get out to high land and camp there until 
the water goes off. The welfare department gives them some surplus 
commodities for subsistence until in some future year they can grow 
a crop. We have that type of condition in my own district, and in 
all probability it is much worse than some of the conditions to which 
you refer. 

Mr. Betz. The balance of this has been prepared on an assumption 
that you wished to have the statements inserted in the record. 

Mr. Passman. I think it would be much better if you should read 
them into the record. 

That has been the policy of our committee, even with the Secretary 
of State. With your reading them we follow you, and some member 
of the committee might see fit to ask questions as we go along. 

We should like to have these statements read into the record. 

Mr. Betx. The preceding comments note the overall dimensions of 
the economic proposals for the mutual security program in the Near 
East and south Asia. The section which follows contains brief notes 
on the principal current mutual security operations in the area. These 
are treated in greater detail in the Near East and south Asia volume 
of the fiscal year 1959 estimates which have been formally submitted 
to the Congress. 


ECONOMIC ASSISTANCE TO GREECE 


Economic assistance was given to Greece in the immediate postwar 
period to overcome the economic dislocation and destruction at- 
tributable to the war and to the subsequent period of guerilla war- 
fare. Since that time Greece has received aid to meet its essen- 
tial problem of expanding production in order to provide resources 
for the Defense Establishment, for the growing population, and to 
increase the capacity of the economy to sustain itself. 

The large-scale transfer of material resources to Greece between 
1947 and 1952 saved it from Soviet domination, helped reconstruct 
the physical plant, established a structure of basic services and in- 
stitutions, and rebuilt the Military Establishment to meet the re- 
quirements of internal security and national defense. The general 
economic improvement in free Europe and the liberalization of intra- 
European trade since 1951, has widened that market for Greek ex- 
ports. Greek agricultural production estimated for the 3 i 
1955 through 1957, averaged approximately one-third above the 
war level. By the end of 1957, industrial production was more t re 
two-thirds above the prewar level, and electric power production had 
increased more than fourfold over prewar. 
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Through June 30, 1957, a total of $895 million for defense support 
and technical cooperation had been obligated for Greece under the 
mutual security program. Total unliquidated obligations at that 
time were only $2.8 million, of which $2.2 million were defense sup- 
port aid under the mutual security program. 

Since Greece is still basically a food-deficit country, it also depends 
on the availability of substantial quantities of surplus agricultural 
commodities under Public Law 480, for which requirements vary from 
year to year depending on Greek production and consumption. 

The basic Greek problem is to maintain domestic financial stability 
while meeting defense commitments and at the same time encouraging 
a faster rate of economic development to overcome the underemploy- 
ment of manpower and resources. The present balance-of-payments 
position underscores the importance of encouraging investment and 
activities likely to contribute directly to an improvement in the 
external position. 

Preliminary estimates indicate the gross national output rose about 
8 percent in 1957. There was a good harvest, and textile output partly 
recovered from an 18 months’ recession. There were also significant 
increases in the output of other consumer products. Rising internal 
income had resulted in significantly increased demand for both home- 
produced and imported “goods. Greece depends on earnings from 
shipping and on tourist trade for a considerable part of foreign ex- 
change income, and there were substantial increases in such income 
in 1957. There was a reduction in the amount of financing extended 
by the United States in 1957 and despite the increased use of European 
suppliers’ credits, there was a decrease in hard currency reserves dur- 
ing the year. Real and monetary develoments, however, succeeded 
in keeping wholesale and retail prices stable. 

In fiscal year 1957, $25 million in defense support was made avail- 
able to Greece, all of which was used to supply agricultural com- 
modities. The local currency proceeds arising from these sales were 
granted or lent to the Government of Greece for the military budget. 
In addition to the assistance given under defense support, there were 
sales of roughly the same amount of agricultural surpluses under 
Public Law 480. 

The fiscal year 1958 defense-support level is $15 million. Since food 
import requirements in general are lower as a result of good grain 
crops, both direct sales of surplus agricultural commodities under the 
mutual security program and sales proposed under Public Law 480 
will be smaller, but defense-support aid will also be used to purchase 
essential industrial commodities, both directly and through triangular 
section 402 transactions. 

The technical-cooperation program for fiscal year 1958 amounts to 

700,000, over half of which is to pay for the services of technicians 
and a fourth to pay for participants. Almost two-thirds of the money 
is devoted to three fields of activity—public administration, labor, and 
agricultural and natural resources. 

The proposed technical cooperation program for fiscal year 1959 is 
only slightly larger than that being implemented in fiscal year 1958. 
It is concentrated in 4 fields of activity, the first 2 of which are areas in 
which projects have been carried on ‘for several fiscal years—labor, 
agriculture, public administration, and industry. As Greece advances 
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economically, and its industrial sector grows in importance, there is 
more scope for useful cooperative effort in the industrial field than in 
the past. 

Assuming that surplus agricultural commodities to supplement de- 
fense support are available under Public Law 480 during fiscal year 
1959 and that domestic output and foreign-exchange earnings continue 
favorable, the level of defense support proposed for fiscal year 1959 
should provide the margin that would enable Greece to continue with 
its defense program and meet its other basic requirements, while con- 
trolling any tendency toward inflation. 

Concern to limit the inflationary impact of various proposals in- 
tended to increase economic activity in Greece have dictated restraint 
in using accumulated local currency reflecting earlier additions of 
resources to the economy. Current accumulations of local currency 
proceeds of agricultural sales are closely programed, and no significant 
amounts are expected to remain unutilized at the end of fiscal year 
1959. 

Discussion of programs in Greece begins at page 41 of the formal 
document on the Near East and south Asia already presented to you. 


PROGRAM IN IRAN 


Despite its substantial income from proven oil resources, Lran has 
many problems of development to solve and needs to expand both 
facilities and basic services and its resources in human skills. The 
period of domestic disruption which included nationalization of the 
oil industry culminated in the fall of Mossadegh in August 1953. 
The recovery of the Iranian economy from the low level reached at 
that point owes much to the substantial assistance from United States 
aid programs extended at that time. United States aid financed im- 
ports of essential commodities helped the government to meet its 
obligations and undertake a limited development program. Iran 
reached agreement with the oil consortium in 1954. 


GOVERNMENT INCOME FROM OIL IN IRAN 


Mr. Denton. What percentage of the income from the oil industry 
does the Government receive in Iran ? 

Mr. Rounrree. The Iranian Government under the arrangements 
with the consortium receives 50 percent of the profit from crude oil. 
There have, however, been recently negotiated by the Government of 
[ran agreements with other companies, notably an Italian firm, and 
more recently an American firm, which would under the terms of the 
contracts provide to the Iranian Government a greater than 50 
percent share. 

I believe it is an oversimplification, but would say that under the 
new agreements the Iranian Government would get up to 75 percent 
of the profits on crude oil. 

Mr. Denton. Is there any way we could ascertain how much money 
the Iranian Government receives from these oil wells? 

Mr. Rountree. The new agreements have not resulted in any pro- 
duction. ‘Therefore, the Iranian resources come completely from the 
oil consortium. The amount of money that they get under the exist- 
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ing agreement with the consortium is in the neighborhood of $200 
million at the present time. 

Mr. Taser. Does that go to the Shah, or does it go to the Govern- 
ment ? 

Mr. Rountrer. It goes to the Government, sir. This is not a per- 
sonal interest of the Shah. 

Mr. Bex. A fixed percentage of it by law is devoted to the national 
plan for the development of the country. 

Mr. WiccLteswortH. That does not take into consideration the re- 
cent agreement but the situation which exists under the present agree- 
ment ¢ 

Mr. Rountree. That is correct. 

Mr. Passman. Does not the Shah himself have a huge oil interest 
in the country ? 

Mr. Rountree. Not personally. 

Mr. Passman. What does he receive out of the total ? 

Mr. Rountrer. The Shah does not obtain personally any of the 
revenues from the oil operation. 


OIL REVENUES IN SAUDI ARABIA 


Mr. Passman. Is that condition similar in all the countries we are 
helping in that area such as Saudi Arabia ? 

Mr. Rountree. No, sir. Of course, the systems in the various coun- 
tries differ. The Shah of Iran is a constitutional monarch, and the 
financial relationship as between the King of Saudi Arabia and the 
State is of course a bit less precise. Of course in the case of the 
ruler of Kuwait there is also less precision in terms of personal wealth 
and governmental wealth. 

Mr. PassMAN. Will there be any discussion later on the oil situation 
in Saudi Arabia ? 

Mr. Betz. I have no discussion planned except this. 

Mr. Passman. But we do cover it later? And we do provide aid 
to Saudi Arabia and Iran ? 

Mr. Ben. Yes, sir. 

PROBATION OF OIL 


Mr. Denton. Did you ever think of proration in those countries ? 

Mr. Rountree. As between the countries ¢ 

Mr. Denton. No; in the countries themselves like we do in this 
country. 

Mr. Rountree. I am not sure that I understand the question. 

Mr. Denton. I gather that they are not receiving very much for 
their oil, because there is so much of it. There is a surplus production 
according to your remarks. Of course, in this country we have tried 
proration in order to preserve the oil supply, and in order to prevent 
the price of oil from running away. I wonder if that has been tried 
in the Near East. 

Mr. Rountree. The production in each of the countries is now at the 
highest level that can be absorbed by the producing companies. The 
companies that are the marketers are producing at a maximum, and the 
level at the present time, of course, is very high. They are constantly 
increasing production because the demand for oil in Kurope and else- 
where is rising. 
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There is no problem, therefore, of cutting back. It is a problem, 
really, of adapting plans to meet the future requirements of the 
consumers. 

Mr. Denton. Off the record. 

(Discussion off the record. ) 

Mr. Bex. Since then there has been gradual restoration and in- 
crease in Iranian revenues, restoration of foreign exchange reserves, 
and a new start in 1955 on a long-range development program which 
is financed by allocations from oil revenues. 

Sixty percent of the income is required by law to be so devoted. 

Iran is a member of the Baghdad Pact and as such it carries a 
substantial military burden. Its defense expenditures constitute ap- 
proximately one-fifth of the budget expenditure of the central gov- 
ernment and about 4 percent of total resources when related to the 
gross national product. 

Through June 30, 1957, the cumulative total of economic aid to 
Tran under the mutual security program, including both technical 
cooperation and defense support was $318 million, of which over $262 
million had already been expended. The balance of unliquidated 
obligations is expected to decline and will be lower at the end of 
fiscal year 1959. Present defense support to Iran is primarily re- 
lated to the needs for local currency of the military construction pro- 
gram, the dollar cost of which is met by military assistance. 

The technical cooperation program, both directly and through the 
training opportunities it opens to Iranians, affords a major means of 
increasing the technical and managerial skills needed for implement- 
ing a development program or operating a modern economy. United 
States technicians are concentrating on problems in public adminis- 
tration, both directly and through the operations of programs in other 
subject fields of activity, such as health, education, and agriculture. 
This advice and training affords Iran the opportunity to incorporate 
and adapt American and free-world concepts and principles into the 
planning and operation of their own programs. For activities which 
coneentrate on furnishing technicians, contract services, and partici- 
pant training, the program obligated $6.6 million in fiscal year 1957; 
a program of $5 million is estimated for fiscal year 1958; and a pro- 
gram of $6 million is proposed for fiscal year 1959. 

Tran has many difficulties to overcome in mobilizing its human and 
material resources for development and improvement of the general 
standard of living and effective progress toward rising popular goals. 

A more detailed statement on programs in Iran may be found at 
pages 65 to 76 of the Near East-South Asia estimates for fiscal year 
1959 as already presented. 


PROGRAM IN PAKISTAN 


Pakistan, created in 1947 from the Muslim majority areas of the 
Indian subcontinent, is the one country having a membership in both 
the Baghdad Pact and SEATO. It devotes about one-third of the 
central government budget expenditure to defense. This approximates 
about 4 percent of the national product. 

The two segments of the country are about 1,000 miles apart by land 
and 3,000 miles by sea, and contrast sharply in size, population, terrain, 
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climate, and economy. West Pakistan, with 85 percent of the area and 
45 percent of the population, has large desert areas and a hot, dry 
climate. The principal economic problem in Pakistan is the production 
of enough food to feed a cupalalin increasing at the rate of 1.5 
percent annually. 

There is a scarcity of known natural resources, little coal, iron, or 
nonferrous minerals. Hydroelectric potentialities and natural gas are 
being developed, and mineral resources are being explored. 

Agriculture now supplies about 90 percent of the foreign exchange 
earnings of the country. Earnings are insufficient to meet current 
import needs for production and consumption. Pakistan’s food import 
costs are now equivalent to about one-third of its foreign exchange 
earnings. 

Economic assistance to Pakistan began in 1952. The cumulative 
total obligated for defense support and technical cooperation through 
June 30, 1957 was $341 million, of which $146 million was not yet 
expended at that time. 

Defense support funds of $50 million for fiscal year 1958 are being 
used to finance a portion of the gap between Pakistan’s export earn- 
ings and the imports needed to maintain minimum consumption 
levels. ‘These funds are used to permit a continued flow of critical 
short-supply items, raw materials, intermediate spare parts, consump- 
tion items not locally produced in adequate quantity and essential 
equipment. 

At current rates of expenditure, the pipeline of unliquidated obli- 
gations for defense support is exposten to decline markedly by the 


end of fiscal year 1958. Proposed defense support for fiscal year 1959 


would finance imports essential to operation of the economy at exist- 
ing levels. Pakistan has been substantially helped by sales of agri- 
cultural surplus commodities for local currency under Public Law 480, 
and it is assumed that such supplies will continue to be available. 

The technical cooperation program has made the first introduction 
of modern technology into most sectors of the economy by sending 
American technicians to Pakistan, providing training in the United 
States for Pakistanis and supplying demonstration materials and 
equipment. The estimated technical cooperation program for fiscal 
year 1958 is $5.8 million, compared with almost $6 million in fiscal 
year 1957. For fiscal year 1959 a program of $5.9 million is proposed 
to finance activities mainly in the fields of industry, agriculture, 
health, education, public administration, and community development. 

MSP grants and sales of agricultural surplus commodities to Pakis- 
tan give rise to local currency accounts. The main concern in manag- 
ing and planning the use of such accounts is to remain within the 
realistic limits set by the physical situation and by the availability 
of foreign exchange to supplement available resources. The basic 
problem in attaining minimum United States objectives is still to help 
Pakistan meet the import program it needs to support its population 
and to carry on its military and economic programs. 

A more detailed statement of the program may be found in the 
Near East and South Asia Estimates for Fiscal Year 1959 at pages 
123-135. 
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PROGRAM IN TURKEY 


Turkey, as a member of NATO and of the Baghdad Pact, now de- 
votes approximately one-third of the central government budget ex- 
penditure to defense. This amounts to 4 to 5 percent of its gross 
national product. It depends on defense support to maintain the 
flow of essential imports for which its own earnings are not adequate. 

There has been a persistent drive for improvement and development 
in Turkey and a real increase in output of about 50 percent since 1950. 
Since the economy is still heavily dependent on agriculture, output 
is subject to considerable variations. Since 1953, t taking into account 
the average effect on agricultural production of good and bad years, 
output taken as a whole has barely kept pace w ith: population growth. 
In the drive for expansion Turkey has exceeded its own resources and 
grant aid and has accumulated a heavy foreign debt which now exceeds 
$1.2 billion. This debt includes arrears, public and private interna- 
tional loans, and short-term credits w hich constitute a he: ivy propor- 
tion of the total. 

Postwar economic aid to Turkey began in 1947, when $5 million was 
made available to initiate a highway program. Through fiscal ye 
1957, a cumulative total of $619 million of economic assistance for 
defense support, direct forces support, and technical cooperation had 
been obligated for Turkey under the mutual security program. 
Cumulative expenditures through that date were $528 million, leaving 
an unexpended pipeline at the beginning of fiscal year 1958 of Sol 
million, including $3.7 million obligated for the technical cooperation 
program. Defense support of $70 million for fiscal year 1958 will 
help supply the materials, spares, equipment, and parts needed to sus- 
tain Turkish production. Turkey has also received significant help 
through sales of agricultural surplus commodities for local currencies 
under Public Law 480 which have helped it to offset deficits in domestic 
production and meet requirements. Similar patterns are projected 
for fiscal year 1959. The amounts proposed are minimum estimates of 
requirements related to the limited defense support aspects of United 
States objectives. 

The technical cooperation program is intended to help Turkey accel- 
erate the improvement of technical skills needed to plan for and carry 
on an intensive economic and military effort. Through work in in- 
dustry, agriculture, education, public administration, and other fields, 
it seeks to improve public and private management and to increase 
Turkey’s capacity to absorb new skills and to radopt methods to meet 
the demands placed on a modern state. In fiscal year 1957 $3.3 million 

was obligated for these programs. The present program for fiscal 
year 1958 is $4.5 million, and a similar program is proposed for fiscal 
year 1959. 

Continued expenditures at the rates now being experienced will re- 
sult in a reduction in the total pipeline of unexpended obligations by 
the end of fiscal year 1959. 

The impact of goods and services which Turkey could not otherwise 
finance meets the primary objective of mutual security program eco- 
nomic aid. MSP dollar grants and sales of agricultural surpluses 
have resulted in deposits of counterpart and loc: al currenc Vv proceeds. 
Assignments to the military budget to help Turkey meet NATO com- 
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mitments and small amounts used for economic purposes such as sup- 
port to the technical cooperation program are the basic uses of MSP 
generated local currency. The main governing factors limiting wider 
use of the local currency accounts has been the shortage of foreign 
exchange and the already heavy competing demands on existing re- 
sources. The basic factor in the determination of the requirement 
for dollar aid is the need for imports of goods and supplies which 
Turkey is unable to finance from its own resources. ‘The local currency 
accumulations cannot serve this purpose. 


Se.ectep Countries Wuicn Recetve SpeecraAu ASSISTANCE AND 
TrecuHNIcAL CooPpERATION 


AFGHANISTAN 


The Afghan economy is about 95 percent agrarian and this includes 
about one-fourth of the population occupied in nomadic livestock 
raising. The average standard of living is low and leaves little mar- 
gin above subsistence. Government revenues and savings are pres- 
ently insufficient to finance the investment desired by the Government, 
which it has pressed onward since 1946. In the last few years 
Afghanistan has increased its borrowings for development purposes 
as eagerness for development has outstripped not only capacity for 
financing but also manpower capabilities and materials available. 

United States assistance to Afghanistan under the mutual security 
program began in 1952, initially in the form of a technical cooperation 
program. The total obligations for technical cooperation to the end 
of fiscal year 1957 were approximately $10 million, of which $6.4 
million had already been expended and $3.6 million remained un- 
liquidated. The main objectives of these programs were to train 
Afghans to work on selected projects in their own development pro- 
gram in the fields of education, agriculture, engineering, transporta- 
tion, public administration, public health, mining, and rural develop- 
ment. In fiscal year 1958 it is estimated obligations for technical 
cooperation will be $2.85 million, slightly less than the amount obli- 
gated in fiscal year 1957. The program proposed for fiscal year 1959 
is $3 million. The most important components will continue to be 
work in education, in agriculture and natural resources, and in 
transportation. 

Following on negotiations started during the year, development 
assistance was obligated in fiscal year 1956 for development of air 
transportation. In fiscal year 1957 development assistance was obli- 
gated for work in transportation and education and to enable Afghan- 
istan to continue development work in the Helmand Valley, which it 
had initiated with its own funds about 20 years ago and for which 
it had already utilized loans extended by the Eximbank in 1950 and 
1954. Cumulative obligations of development assistance totaled 
almost $28 million by the end of fiscal year 1957. 

Mr. Denton. We were going to build some schools in Afghanistan; 
were we not? Did weever do that? 

Mr. Bex. There is some work being done at the college in Kabul. 
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Mr. Denton. I thought you were going to build some elementary 
schools there. 

Mr. Betx. Iam not aware of it. 

Mr. Denton. I thought you told us that last year. 

Mr. Bex. I could check that. I was not here last year. 

(The following information was subsequently supplied :) 

The reference was to assistance extended to the Afghan Institute of Educa- 
tion. This project provides advice and assistance to the Ministry of Education 
in improving the system of teacher training at all levels and English-language 
training. The project is being carried out through a contract with Teachers’ 
College, Columbia University, and covers the cost of the contractor personnel, 
participant training and demonstrational equipment. The United States-aid 


funds provide only for improvement of the educational system and do not cover 
construction of elementary schools. 


AIRFIELD IN AFGHANISTAN 


Mr. Passman. We did build an airfield there; did we not? 

Mr. Bretu. Yes, sir. 

Mr. Passman. I understand they are using the airfield as a place 
on which to ride bicycles. Are they using it for any other purpose? 


AFGHAN AIRLINE OPERATIONS 


Mr. Beiv. They are using it to fly airplanes in and out. 

Mr. Passman. They do get some airplanes in and out of there occa- 
sionally ? 

Mr. Bet. Yes, sir; they are actually doing very well with the air- 
line; revenues have grown and they are making money. 

Mr. Passman. They are earning a profit? 

Mr. Betu. Yes, sir. 

Mr. Rooney. I wonder if his answer to that last question is on the 
record? Mr. Bell shook his head. 

Mr. Bei. Yes, sir; they are making money. 

Mr. Anprews. Who owns the airline company ? 

Mr. Beiy. Forty-nine percent is owned by Pan American, and the 
balance is private and public Afghanistan capital. In other words, 
51 percent represents private and public Afghanistan capital, and 49 
percent Pan American. 

Mr. Passman. Is it true that the first destination of some of those 
planes is Russia ? 

Mr. Brix. No, sir; they are not operating into Russia. Their 
operations are established west out of Kabul. They have been run- 
ning charter flights to London and Beirut. 

Mr. Passman. Regularly ? 

Mr. Betx. Yes, sir. Their regular schedules are mostly to India, 
Afghanistan, and Pakistan and eastward into the Middle East. 

Mr. Passman. Do any of the flights go into Russia ¢ 

Mr. Betx. No, sir; not at this time. 

Mr. Denton. Why should we put up money for it when it belongs 
to Pan American and local Afghanistan capital ? 

Mr. Betx. We did not finance the initiation of the airline. We have 
provided assistance to the airfield development, also for the pur- 
chase of equipment, and we have been providing technical assistance 
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for a contract with some Pan American people for technical services, 
but we did not provide the capital for the airline. 

Mr. Passman. Does Russia have an airline coming into Afghani- 
stan ? 

Mr. Betu. There is an agreement whereby Russian airlines are op- 
erating into Kabul. 

Mr. Denron. Who built the field for Pan American and the local 
people ? 

Mr. Beti. We are helping them build the field. 

Mr. Denton. Are you making any effort to charge them fees for 
using it so we can recover what we have spent ? 

Mr. Bex. I do not know, Mr. Denton, what the rate of fees for use 
of the facilities may be, but I doubt if any airfield in the world has 
been financed in this way. 

Mr. Passman. Are Russian airplanes, out of Russia, using this base ? 

Mr. Bert. The Russians are flying primarily into the Kabul area. 

Mr. Passman. Is that not in Afghanistan? 

Mr. Bett. Yes, sir; but the airfield —— 

Mr. Passman. Is it a base facility to which we have contributed ? 

Mr. Bet. No, sir; they are landing at Kabul, and the airfield which 
we are helping with is at Kandahar, which is south of Kabul about 
320 miles. 

Mr. Anprews. Who built the field at Kabul ? 

Mr. Betz. The Russians built a military field near Kabul and are 
improving the Kabul commercial airfield. 

Mr. Passman. The Russians built that one, and we built the other? 

Mr. Betz. Yes, sir, the one at Kandahar. 

Mr. Denton. Did I understand you to say that we are making money 
with the airport? 

Mr. Bex. I said the airline itself is in the black at the moment. 

Mr. Passman. But the Russians are using the airfield which they 
built, if they want to fly their military planes i in there, and out? 

Mr. Bett. I do not know whether they have any military rights in 
Afghanistan or not. 

Mr. Taner. Do we have any military planes there? 

Mr. Betz. None other than the transport plane of the Army air 
attaché. ; 

Mr. Passman. Do we have a contract by which we could use the air- 
field for military purposes ? 

Mr. Bet. No, sir. 

Mr. Passman. Why do we build a military base if we do not have a 
contract whereby we can use it. 

Mr. Bett. It is not a military base. 

Mr. Passman. Well, an installation which could be used by anilitary 
planes ? 

Mr. Rounrres. It isa commercial airfield, Mr. Chairman. 

Mr. Passman. The Russians, so far as you know, could be landing 
military craft on the other air field ? 

Mr. Bex. I do not believe that they are, but I do not know for 
sure. 

Mr. Taser. How much runway do they have? 

Mr. Bei. I do not know offhand. 
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REPAY MENT TERMS OF LOANS FOR AFGHAN AIRFIELD 


We tried to land at that field, but we could not land, and we went 
by car, but I can find out for you. I believe it is about 3,200 meters. I 
might add, Mr. Chairman, that part of the funds for this airport are 
loans to the Afghan Government. 

Mr. Passman. On what basis are the funds going to be repaid? 

Mr. Betu. They are supposed to be repaid in Afghan currency or 
dollars. 

Mr. Passmayn. In local currency ? 

Mr. Betu. Yes, sir; it is optional, local currency or dollars. 

Mr. Passman. That can later be spent in their own country ? 

Mr. Betz. Yes, sir. 

Mr. Denton. Could you tell me how much the loan was and how 
much has been collected on it, and how much interest there has been 
on it? 

Mr. PassMAN. How they call those items “loans,” I do not know. 

Mr. Bett. I would be glad to submit that information for the rec- 
ord. There was a loan of $5 million for development of air transpor- 
tation, but I would have to check the interest rate. 

Mr. PassMAn. But, anyway, it is repayable in local currency ? 

Mr. Betx. This lam sure of. 

Mr. PassmMan. So, the interest rate would not be much. 

Mr. Denton. I think it would be helpful to the committee if we 
had the date of the loan, and knew how much has been collected to 
date. 

Mr. Bett. I would be glad to supply that information together 
with the other information in which you were interested. 

(The information requested follows :) 


LoAN TO AFGHANISTAN FOR AIR TRANSPORTATION DEVELOPMENT 

Amount of loan: $5 million. 

Dated signed : June 1956. 

Term ; 40 years. 

Repayment : 73 semiannual installments beginning December 1, 1961. 
Interest : 3 percent if repaid in dollars; 4 percent if repaid in Afghanis. 

Disbursements as of December 31, 1957 : $1,172,600. 

Payments of interest as of December 31, 1957 : None due. 

Mr. Berti. Allowing for expenditures of development assistance 
incurred, more than $25 million remained, representing unliquidated 
obligations. Approximately three-quarters of this balance was com- 
mitted for objectives in the field of transportation. 


HELMAND VALLEY PROJECT 


Mr. Wieetesworru. It would be interesting to see how much we 
have put into the Helmand Valley. 

Mr. Bett. We have made available so far from mutual security 
funds $3.45 million of development assistance, and I think the Ex- 
port-Import Bank loans were almost $40 million. In addition the 
mutual security program has made available technical assistance in the 
area. 

Mr. Taser. How much acreage do they have in total land area in 
the valley ¢ 

Mr. Murrny. Just the valley, or the country as a whole? 
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Mr. Taser. Just the valley. 

Mr. Murrey. We do not have that data here with us, but I am 
sure we can provide it. 

(The information requested follows :) 


The Helmand River watershed, which includes the Arghandab River as its 
main tributary, occupies nearly half the total area of the country. While the 
exact area of Afghanistan has not been definitively established, it is estimated 
at about 250,000 square miles, or approximately the size of Texas. Irrigation 
and land development works within the development area of the Helmand Val- 
ley watershed are expected by the Government of Afghanistan ultimately to 
benefit by controlled irrigation an estimated 540,000 acres below the dams. Of 
this ultimate total, over 300,000 acres now get some degree of irrigation. 

Mr. Wicctesworru. What is the status of the project? 

Mr. Betu. The work is going on in the valley. 

Mr. Wicctrswortn. When is it expected to be completed ? 

Mr. Betz. We have had a team of engineers to go over there last 
year to make a study of this project, and what remained to be done 
in order to make it useful. 

They divided the work up into two phases. One phase which they 
felt should be completed would take approximately 3 years more to 
do. The second phase they felt should not be undertaken until the 
first phase has been digested, because it would take a considerable 
period of time of perhaps 5, 10, or 15 years. This is the engineers’ 
view. This has not been accepted by the Government of Afghanistan 
as necessarily their view, but it is pretty much our guiding view 
about it. 

Mr. Wiecieswortu. Do you have any estimate as to how much it 
is going to cost to operate? 

Mr. Betz. There is a book about this thick [indicating] of engi- 
neering data on it, which we can give you. 

Mr. WicciesworrH. Just supply it please for the record, the esti- 
mated operation cost after completion. 

(The information requested follows :) 





Danaea ames al eet eae Tene teeta henna 


A survey group examining the Helmand development area in 1956 estimated 
that for Helmand Valley operations along the area then being irrigated the cost 
of maintenance and operation of works, including reservoirs, canal systems, 
supplies, and equipment, was equivalent to about $1.80 an acre. The cost 
estimate is based on operations along the Helmand River from Kajakai Dam to 
the lower end of the Darweshan project which involves present operations on 
about 138,000 acres. The survey group expected that as additional lands are 
brought under cultivation this unit cost will remain more or less constant even 
though the total capital invested will increase. At this stage of the develop- 
ment, only tentative estimates can be drawn. Final costings will depend on the 
ultimate scope of the work. The degree to which this is burdensome will depend 
on the effectiveness of settlement operations and production in the area. It 
will also turn on the effectiveness with which the Government of Afghanistan 
is able to distribute electricity, collect the water charges, and market the 
increased agricultural production of the newly developed area, and encourage a 
reasonable development of industry. Gains to the economy and social structure 
of Afghanistan can only emerge gradually as the settlers and beneficiaries learn 
to use their facilities to the best advantage. 


. Mr. Forp. Does the Export-Import Bank consider their loan as of 
this date a worthwhile undertaking ? 
Mr. Bett. Off the record. 
! (Discussion off the record.) 
i 


eee PSP TRE Pa a ne erereey areet sane coeenlnareremvernaate 


Mr. Mixxer. What will they be able to do if you complete this first 
phase within 3 years? 
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Mr. Beuu. The first phase should make it possible to increase agri- 
cultural production in the valley and have adequate power to start 
some small industries in the area. There is a large-scale valley devel- 
opment which includes irrigation and damming. 

Mr. Mitxter. They will have some power and some irrigation out 
of that first phase, but until then they are getting nothing out of it? 

Mr. Bett. Not very much. At this incomplete stage it is estimated 
that production has increased about $10 million a year. 

Mr. Denon. Is it more like our TVA or Bonneville, or things of 
that nature? Is it like the Aswan Dam was to have been, and like 
TVA and Bonneville? 

Mr. Betu. It is a similar type of concept; yes, sir. I would not 
say that it is in the same order of magnitude, of course, as the Aswan 
Dam at all. 


SOVIET AID TO AFGHANISTAN 


Mr. Rooney. It is the fact, is it not, that Afghanistan is on the 
border of the Soviet Union ? 

Mr. Betx. Yes, sir. 

Mr. Rooney. What has the Soviet Union been doing with regard 
to Afghanistan insofar as exchanges or grants or such things? 

Mr. Bett. As of early this year, the Soviets have extended to 
Afghanistan a credit and small grants which total $145 million; that 
is, the Soviet bloc, I am talking about. From the Soviets directly 
they were to provide several petroleum storage tanks which have been 
completed, and others are being built. There are other projects as 
well. 

Mr. Rooney. I do not think this would be classified: That amount. 
in no way compares with the amount contained in this budget with 
respect to Afghanistan; does it ? 

Mr. Bett. Well, the total aid we have provided to Afghanistan is 
a good deal less than this—a good deal less. 

Mr. Rooney. That is the point I want to make. I went so far as 
to say “in no way compares with it.” 

Mr. Murrny. It is substantially more, sir, than the United States 
aid through mutual security program through the end of this fiscal 
yeat. 

Mr. Rooney. Thank you, Mr. Murphy. 

Mr. Passman. When did the Russians and the Soviet bloc begin 
helping Afghanistan, and when iid they go in there with their 
programs ? 

Mr. Berti. Mutual security program began in 1952, and the Soviets 
first credit was in 1954. 

Mr. Passman. They went in in 1954? 

Mr. Bex. Yes, sir. 

Mr. Passman. We went in in 1952? 

Mr. Betu. Yes, sir. 


TOTAL UNITED STATES AID TO AFGHANISTAN 


Mr. Morpny. I should say, Mr. Chairman, in order to clarify the 
record, that the figure I was quoting for the United States mutual 
security program does not include the Export-Import loan, which 
would be $40 million. 
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Mr. Passman. We want the total, and that is what I think the gen- 
tleman from New York, Mr. Rooney, wanted. I think we should like 
to receive the total in all categories. 

Mr. Rooney. I specifically referred to the amount in this budget in 
comparison with the figure that was mentioned across the table, $145 
million. There was no comparison. 

Mr. Murrny. No, sir. 

Mr. Taser. What is the Russian figure? 

Mr. Bet. The Russian figure is $145 million. 

Mr. Taper. For the year ? 

Mr. Bex. No, sir. 

Mr. Taser. That is the cumulative total ? 

Mr. Bett. Yes, sir; as reported by February 1958. 

Mr. Taser. How much is our cumulative total ? 

Mr. Bett. It will be $45 million, through the end of fiscal year 1958, 
exclusive of the Export-Import Bank loans. It is a ratio of $145 mil- 
lion to $45 million, as a cumulative total. 


IMPORTANCE OF AFGHANISTAN 


Mr. Roonry. With regard to the importance of Afghanistan, 
Pakistan is on one border, and Iran on her other border ? 

Mr. Sutrr. Yes, sir. 

Mr. Rooney. And if she were to join the Soviet bloc there would be 
great difficulty with regard to the situation in both those countries? 

Mr. Rountree. May I Géomment on that, sir? 

Mr. Rooney. Yes, sir. 

Mr. Rountree. It is quite clear that such a development would be 
very serious, indeed. 

We believe that Afghanistan would like to preserve its independence, 
and that it is in our interest to help it do so. One of the ways that 
we can do this is to contribute to the development of Afghanistan’s 
resources and to an increase in Afghaistan’s economic ties with the 
free world. It is an independent country, and wants to maintain its 
independence. We do not think it would be wise for us to overlook 
Afghanistan’s urgent desire to receive economic assistance from the 
Western World. 

Mr. Gary. What is the total of the Export-Import Bank loan to 
Afghanistan ? 

Mr. Rountree. $40 million. 

Mr. Gary. So, our total aid including the Exim-Bank loan would 
be about $85 million as compared with $145 million of Russian aid? 

Mr. Rountree. That is correct. 

Mr. Passman. We are aiding them in order to help them maintain 
si independence. Do you know on what basis Russia is aiding 
them ¢ 

Mr. Rountree. I would say the primary reason for Russian expendi- 
tures in Afghanistan is to increase Soviet influence there. 

Mr. Roonry. They want to take over the country; do they not? 

What is so secret about that conclusion ? 

Mr. Passman. It is my understanding, and has been my understand- 
ing throughout the hearings in prior years, and this year, that a lot 
of the free nations we are helping would not under any circumstances 
accept Russian aid. 

Mr. Rountree. Not willingly. 





743 


There are many nations we are helping, the regimes of which would 
be most reluctant to accept large-scale Soviet aid, recognizing as they 
do the motivation of the Soviet offers. 

What we recognize is that the desire of the re to improve them- 
selves economically and to gain strength and stability is such that it 
would be difficult for the governments indefinitely, in the absence of 
some real progress toward economic strength and stability, to resist 
overtures from the Soviet Union and to resist Soviet blandishments 
if there is no alternative. 


SOVIET AID TO AFGHANISTAN 


Mr. Passman. Are you familiar with the type of aid and grants 
made by Russia to Afghanistan, including the rate of interest, the 
manner of repayinent, and on what terms? 

Mr. Bex. Primarily, this is a line of credit operation. The $100 
million credit, which was extended in 1956 and announced in December 
1955 during Bulganin’s and Khrushchev’s visit, provides for repay- 
ment beginning after 8 years. In other words, there is an 8-year grace 
period, and then 22 annual installments of equal amounts at 2 percent 
through delivery of Afghan goods. That is the standard Russian 
pattern of credits—low interest rates, and taking payments in goods 
since they control the price in both directions. 

Mr. Passman. Thank you. 

Mr. Bett. They have a Czech credit which was a shorter-term one 
for military equipment, a 3-year period, and 5 years repayment at 2 
percent; and another Soviet credit for $25 million, which was 8 years 
repayment at 2 percent, and that was also for arms. 

Mr. PassmAn. Those would be considered as short-term loans? 

Mr. Brix. Yes, sir; those are short-term loans. In some of these 
instances, we simply do not know exactly what the terms are. 

We try to find out as precisely as we can, but we do not have it 
exactly on all of them. 

In the MSP program for Afghanistan, education, agriculture, and 
transportation continue to be the main lines of effort to which ‘both 
technical cooperation and special assistance is being devoted in fiscal 
year 1958 and for which they are proposed for fise: al year 1959. 

Local currency will be generated in fiscal year 1958 as the result of a 
special emergency action to supply wheat under title IT of Public Law 
480 to offset the effects of shortages in Afghan production which were 
threatening to create famine in certain areas of the country. This is 
supplemental to the needs met by MSP and does not substitute for 
' the use of appropriated MSP dollars. 

A more detailed account of the program being carried on in Afghan- 
istan appears in the basic documents presented for the Near East and 
south Asia at pages 13-21. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Gentlemen, we shall have to come back at 1:30 this 
afternoon, in order to complete the presentation. 

Mr. Murreuy. We are fully prepared to cooperate, Mr. Chairman. 


ATERNOON SESSION 


Mr. Passman. The Committee will come to order. 
Mr. Bell, you may continue. 
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PROGRAM IN CEYLON 


Mr. Berti. The Ceylonese economy is largely dependent on agricul- 
ture which employs about 60 percent of the work force and is highly 
developed in production of tea, rubber, and coconut products. About 
two-thirds of the agricultural land is devoted to the export crops, and 
food accounts for half the imports. The population is growing at 
nearly 3 percent per year. Thus a substantial effort would be re- 
quired merely to keep pace with population growth, even if other 
factors affecting the availability of resources and the dependence on 
imports for food did not complicate the matter. 

The mutual security program in Ceylon was initiated in fiscal year 
1956 following discussions on the nature and content of the activities 
to be undertaken. Cumulative obligations are expected to total $12.5 
million for technical cooperation and development assistance by the 
end of fiscal year 1958. About half of this will have been expended 
by then, and a further reduction in the pipeline can be expected as 
development assistance commitments are expended. 

For fiscal year 1958 the estimated technical cooperation program 
is $1.4 million; an increase to $1.55 million is proposed for fiscal year 
1959. Although Ceylonese foreign exchange earnings characteristic- 
ally fluctuate from one period to another, Ceylon is now not only short 
of capital, but subject to severe shortages of skilled personnel in the 
engineering and mechanical trades and of skilled people for middle- 
grade supervisory work. The technical cooperation program pro- 
posed for fiscal year 1959 will follow lines broadly established ; it will 
give priority to sectors of the economy in agriculture, industry, and 
transportation for which the Government of Ceylon needs and desires 
help for which the United States has the necessary technical resources. 
Increased consideration will be given to improving technical and man- 
agerial skills through education projects. 

During fiscal year 1958, Ceylon was devastated by serious floods. 
Assistance made available under title II of Public Law 480 by the 
shipment of wheat flour and rice is generating local currency sales 
proceeds which the Government of Ceylon is using for flood relief and 
rehabilitation. 

Further consideration of the elements entering into programs in 
Ceylon may be found in the official document presented for the Near 
East and south Asia at pages 23-31. 


PROGRAM IN EGYPT 


The mutual security program in Egypt, initiated in fiscal year 
1951, took the form of a modest technical cooperation program until 
fiscal year 1955, when $40 million in development assistance was pro- 
vided. For reasons not related to the mutual security program, 
political relations with Egypt deteriorated to the point where ICA 
operations were in effect suspended. Cumulative obligations totaled 
$62 million of which all but approximately $13 million have been 
liquidated. There has been no technical cooperation work since per- 
sonnel were evacuated from Egypt in October 1956, and no ICA tech- 
nicians are presently in Egypt. However, in November 1957 the 
United States deposited to the account of the Egyptian-American 
Rural Improvement Service $600,000 from unexpended obligations 
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undertaken in 1953. This was based on commitments made in 1953 
when the service was formed under a 7-year agreement which called 
for joint contributions from time to time by the two Governments. 
Under present circumstances no program is proposed for fiscal year 
1959. 

A more detailed statement appears in the presentation document 
on the Near East and south Asia at pages 33-39. 

Mr. WiaeLtEswortH. What happens to the $13 million? 

Mr. Bex. It remains obligated but not expended. 

Mr. Wiacteswortn. It will not expended ? 

Mr. Bretx. Under present conditions no program is proposed at 
this time. 

Mr. Taner. What is it obligated for and how? 

Mr. Betu. It is obligated for a variety of projects, Mr. Taber. 
The one I referred to here is the so-called EARIS program, the 
Egyptian-American Rural Improvement Service. The total includes 
a project for underground water survey, a project for agricultural 
drainage, an aerial “photographic survey, an agr icultural extension 
project, drainage investigations and improv ements, a fisheries project, 
a desert range ~ development project, cooperative credit studies, and 
land and water utilization studies. 

Mr. Taner. Are contracts actually entered into with people over 
there who are moving ahead on this thing? What is their status? 

Mr. Bex.u. The status of most of these, : sir, is that the operations 
under the agreements have essentially been suspended with the ex- 
ception of EARIS. We have an agreement with the Egyptian Gov- 
ernment under which money has been obligated. Operations are in 
a state of suspense. The $13 million I mentioned is not exclusive 
of contract obligations undertaken to suppliers. Those are being 
liquidated. 

Mr. Taner. Is it intended to go ahead and spend the balance? 

Mr. Bex. There is no present intention to do so. It would depend 
on whether the political situation is so changed that the State Depart- 
ment decides they wish to resume operations. Otherwise it will not 
be expended. 

Mr. Taner. Why don’t you use it for something else, then ? 

Mr. Bet. With respect to this problem we ‘have been guided by 
the judgment of the State Department. 

Mr. Taser. Off the record. 

(Discussion held off the record.) 


SUEZ CANAL 


Mr. Gary. What is the situation with reference to the canal in 
Egypt? 

See: Rountree. The canal is operating under Egyptian direction 
quite efficiently. Indeed, the traffic through the canal is at a level 
higher than that which prevailed before nationalization. So, with 
the help of some foreign technicians, but largely through the Egyp- 
tian efforts, I think they have done quite a commendable job in the 
operation of the canal. 

As far as the dispute is concerned, the Egyptians did come to an 
agreement in principle with the Suez Canai Co. shareholders last 
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month, an agreement under which the Egyptian Government will com- 
pensate the shareholders for a stated value. 

It was on the basis of this agreement in principle, you may recall, 
sir, that we have now deblocked the Egyptian Government’s assets 
which were held in this country under Treasury order following the 
seizure by Egypt of the Suez Canal. 

Mr. Gary. They still will not let ships from Israel go through there, 
however, will they ? 

Mr. Rountree. No, sir. Israeli shipping is not going through the 
canal. 

Mr. Gary. Are they barring any other shipping? 

Mr. Rountree. No, sir. To my knowledge all other ships are being 
permitted to pass provided the toll is paid. 

Mr. Gary. When are you going to settle the Israel question ? 

Mr. Rountree. We wish, of course, that this problem could be solved 

uickly. The United Nations has felt that Egypt should not prevent 
the passage through the canal of Israeli shipping, but the Egyptian 
authorities have not acceded to that point of view. 

It is, of course, yet another element of the dispute between the 
Arab States and Israel, an element which perhaps cannot be wholly 
resolved in the absence of progress on some of the other aspects of 
this very difficult problem. 


GULF OF AQABA 


Mr. Forp. What about the Gulf of Aqaba ? 

Mr. Rountree. The United States position on the Gulf of Aqaba 
is set forth in iis aide memoire of February 11, 1957. Of course, we 
continue to reflect our judgment that the Gulf of Aqaba comprehends 
international waters, and that the ships of all nations have the right 
of free and innocent passage. 

The Arabs have taken a different view. They believe it is a closed 
Arab sea. We, of course, have explained that while our views have 
been stated in the aide memoire that I mentioned, we would be willing 
to be guided by the decision of the appropriate international authority 
on this question, such as the International Court of Justice; but thus 
far the matter has not been referred, for various reasons, to the Inter- 
national Court of Justice for decision. 

Meanwhile there continues unfortunately to be a difference of view 
which we regret, but nevertheless it does reflect a basic disagreement 
on the legal principles involved. 

Mr. Forp. Are ships using the area? What is the status of that 
problem ? 

Mr. Rounrrer. Ships are going through the Gulf of Aqaba from 
time to time. 

Mr. Forp. No military action has prevented them ? 

Mr. Rountree. No, sir. 

Mr. Gary. Israeli ships have been going through? 

Mr. Rountrer. Yes, sir. The Israeli Government does have in the 
Gulf of Aqaba certain military craft, the legality of which is in doubt 
particularly insofar as the operation in the territorial waters of other 
states is concerned. 

However, the Israeli Government, we believe, has wisely confined 
these military vessels in the Israeli port. While their presence in 
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the gulf does create something of a problem, perhaps the problem 
has been reduced by the fact that they are being confined to the port 
area. 

PROGRAM IN INDIA 


Mr. Bett. The mutual security program in India has been coordi- 
nated with India’s own development efforts, beginning with its first 
5-year plan of 1951-56, and following with the current second 5-year 
plan for 1956-61. 

The Government of India believes that to maintain national inde- 
pendence, strengthen national unity, ensure survival and further de- 
velopment of their free institutions, it is necessary to raise the mate- 
rial and cultural standards of India’s 400 million people. India is, 
es engaged in a long-term development effort designed to at- 
tack the basic economic problems of population pressure, poverty, un- 
employment, low productivity, ill health, and ignorance. It is hoped 
this effort will yield significant and timely indications of progress to- 

ward realization of reasonable and acceptable popular aspirations. 

In the first 5-year plan period (1951-56), during which public and 
private development expenditure totaled the equiv alent of $7.5 billion, 
India made significant progress on the economic front. Agricultural 
production increased suftic tently to provide a small net improvement 
in addition to pr oviding for increases in population, National income 
increased by 18 percent. Food grain production increased 20 per- 
cent or more than 10 million tons. Industrial production expanded 
by one-third with increased output of cement, aluminum, electric 
power particularly notable. Government programs made substantial 
progress with community development and national extension operat- 
ing in 1956 in 125,000 villages; malaria incidence was cut in half, re- 
due ed from 80 million cases to 40 million; there were major increases 
in the availability of secondary and elementary schooling. 

Since the beginning of the second 5-year plan in April of 1956 the 
initiatives originating in the first plan have resulted in major strains 
on the economy. <As ‘originally formulated, the second plan involved 
total development expenditure of $15 billion and a goal of a 25 per- 
cent increase in national income. It projected a drawdown of $420 
million of India’s $1.8 billion of foreign-exchange reserves. Instead, 
in the first 2 years the reduction in reserves amounted to over $1 bil- 
lion, reducing the level to about *800 million—even after substantial 
drawings from the international monetary fund. The Government 
of India has made strenuous efforts to reduce the drain and is c utting 
back planned development to projects well under way and a hard core 
of projects considered essential to achieving India’s objectives 

India’s economic problems reflect both ac hievements and ambitions. 
Community development and extension now cover more than half the 
550,000 villages. India is building technical schools of engineering, 
sciences, and agriculture. Power and irrigation projects are underw ay 
in every section of the country. The goal desired was to double electric 

capacity by 1961, Railway capacity is expanding. Three major steel 
mills now in construction, together with private expansion of existing 
plants, will raise finished steel output from 1.3 to 4.3 million tons. 

India’s second 5-year plan is an early stage in what must be a con- 
tinuous effort over a long period of time to reach economic levels cap- 
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able of supporting adequate, continuing self-sustained growth. There 
are still unresolved problems for India in finding the additional for- 
eign exchange to meet its requirements in the remaining period of the 
second 5-year plan. The extent of such potential additional require- 
ments cannot be finally determined while India’s revisions in financial 
plans and adjustments and adaptations to resource capacity are still 
in process. 

United States assistance to India has been directly associated with 
India’s own development program. Through 1957, the United States 
made available approximately $400 million under the MSP technical 
cooperation and development assistance programs. In the fiscal year 
1955-57 period, loans represented three-fourths of the development 
assistance programs, a total of $130 million. As of June 30, 1957, 
cumulative expenditures of technical cooperation and development as- 
sistance amounted to almost $265 million, leaving a balance of un- 
liquidated obligations of $135 million. Based on rates of expenditure 
currently projected, the remaining balance of development assistance, 
for which there are no further appropirations after fiscal year 1957, 
should be close to fully utilized by the end of fiscal year 1959, leaving 
only a small balance of obligations still to be liquidated. The pipeline 
of unliquidated technical cooperation obligations is also being reduced 
markedly during fiscal year 1958, and on the basis of proposed pro- 
grams is expected to fall further by the end of fiscal year 1959. 

Obligations for technical cooperation in India for fiscal year 1958 
are expected to be $6.3 million. The program proposed for fiscal 

ear 1959 would include an increase to $7.3 million to assist India 
in meeting its needs for technical help. The proposed program would 
continue basic lines of activity which relate to India’s own develop- 
ment program. This would mean continued help to expand agri- 
cultural research, education, extension, and institutions; to develop 
education leadership for the needs of the development effort; and 
to improve technical education, research, and industrial management. 
These relate directly to India’s own objectives of increasing industrial 
production and productivity and expanding agricultural production. 

No special assistance is proposed for India. During fiscal year 
1958 India was informed that the United States was willing to make 
available $225 million in loans from the Export-Import Bank and 
the new Development Loan Fund. 

Significant help has been made available to India in meeting its 
domestic requirements through sales for local currency of agricultural 
surplus commodities, mainly wheat, under title I of Publie Law 489. 
It has been assumed that United States agricultural surpluses will 
continue to be available and will be a major help to India in dealing 
with problems of the financial and food gap. 

Local currencies available for programing for economic develop- 
ment in India are expected to be used for essential projects and pro- 
grams. However, they do not represent new resources increasing the 
total available to the economy for use, and a crucial factor at this 
point is foreign exchange. Local currency cannot substitute for the 
foreign exchange needed to finance food or development imports. 

A discussion of programs in India begins at page 53 of the docu- 
ment presented to the Congress on MSP, fiscal year 1959 estimates 
for the Near East and south Asia. 
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PROGRAM IN IRAQ 


Iraq is a member of the Baghdad Pact and has received military 
assistance since conclusion of an agreement in 1954. Economic assist- 
ance has been mainly devoted to technical cooperation to supplement 
technical skills needed for Lraq’s self-financed development etfort. 

The Iraq Development Board has outlined a program for expendi- 
ture of more than $1.4 billion for the period 1955-60 to be financed 
from allocations of oil revenues. 

Mr. Denton. What is the income from oil in Iraq ? 

Mr. Betu. It is estimated at approximately $200 million for 1956, 
according to these figures, Mr. Denton. 

The pattern of activity proposed shows the greatest concentration 
in flood control and irrigation, communications and transport facili- 
ties, building and industry. The United States contributions of tech- 
nicians and technical advice at critical points in execution and plan- 
ning of the [raqi development program have helped its advance. 

Cumulative obligations of economic assistance for Iraq under the 
mutual security program total $13.3 million at the end of fiscal year 
1957. This included approximately $1.4 million of development 
assistance initiated in fiscal year 1957. Against these total obligations 
there had been expenditures of $10.2 million, leaving a balance of 
unliquidated obligations of about $3.1 million. The technical — 
eration element in the pipeline has not varied s significantly and 1 
equivalent to approximately $1.8 million or less than 1 year’s idea 
ture at current rates of activity. 

Under the technical cooperation program, United States technicians 
work with the Iraq Development Board and its various technical 
sections. They also advise on planning and implementation of the 
development effort in various ministries. The fiscal year 1958 pro- 
gram of $2.2 million is part of a continuing effort. Proposals for 
fiscal year 1959 would allow increased provision of technicians within 
a similar pattern of activity, with the main effort devoted to the 
fields of agriculture, health, education, public administration, and 
community development. 

Iraq is discussed in the Near East and south Asia volume of esti- 
mates for fiscal year 1959 beginning at page 77. 


PROGRAM IN ISRAEL 


United States aid to Israel under the mutual security program be- 
gan in late 1951 under legislation authorizing a program of relief 
and resettlement for refugees, both for Jewish immigrants and Arabs 
who had fled to neighboring states after the 1947 hostilities. Cumula- 
tive obligations through June 30, 1957, totaled $283.4 million, includ- 
ing about $6.2 million i in technical cooperation and $277.2 in develop- 
ment assistance. Programs have decreased in magnitude since fiscal 
year 1955; the amount progr amed in fiseal year 1958 is $7.5 million 
in special assistance and $1.5 million in technical cooperation. Cnmu- 
lative expenditures are expected to reach approximately $286 million 
by the end of fiscal year 1958. This would leave unliquidated obliga- 
tions as of June 30, 1958, of approximately $6 million, as against 
$22.3 million a year earlier. 
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TAXATION IN ISRAEL 


Mr. Rooney. I should like to make inquiry with regard to what 
Israel has been doing for herself. 

What is the situation concerning the raising of taxes in Israel! 
Is that done on a systematic and fair basis, and is ev eryone required 
to pay his share of taxes? 

Mr. Brit. I believe there is a very severe taxation system in Israel. 
It is a unique system in this area. You have high taxes collected. 

Mr. Roonry, What are the figures with regard to taxes collected 
by the Government of Israel exclusive of United States grant-aid in 
fiscal year, let us say, 1956, and how does that compare with 1958? 

Mr. Bex. Revenues excluding receipts Of United States grant-aid 
in 1956 were $304 million; in 1958 they were $393 million. That reve- 
nue does include other things than taxes, it, is true, but it reflects a 
trend. 

Mr. Rooney. It is a fair indication of the trend and the severity 
of the tax system on their own people. Is that right? 

Mr. Bex. That is correct. 

Mr. Roonry. What i Js the situation today in Israel with regard to 
the Communist Party? There is a Communist Party there; is there 
not ? 

Mr. Rountree, Yes, sir. 

Mr. Roonry. What is the situation with regard to that? 

Mr. Brix. The Communist Party has lost a good deal of strength 
primarily as a result of the Soviet espousal of the Arab cause. 

Mr. Roonry. As a matter of fact, it is the result of anti-Israel 
moves on the part of the Soviet Union. Is that correct? 

Mr. Bex. That is correct, 


ISRAELI IMPORTS IN 1956 


Mr. Roonry. What amount of goods did Israel import in 1956 
and how much of those imports came from the United States? 

Mr. BEL. In 1956 Israel imported goods worth $364 million. Of 
that amount, 27 percent came from the United States. 

Mr. Rooney. In that same year what was the situation concerning 
her exports ? 

Mr. Be.xi. Exports in that same year were on the order of $107 
million; 19 percent of those went to the United States. 


FOREIGN RESERVES IN ISRAEL 


Mr. Taser, Their foreign exchange picture and their reserves seem 
to have gone up right along. 

Mr. Roonry. What has. been the difference between 1954 calendar 
year and 1957 calendar year as estimated at the moment with regard 
to foreign exchange reserves ! 

Mr. Brix. The reserves were calculated in 1954 calendar year as 
$69 million. The estimate at the time this book was printed was for 
$94 million in 1957. That was an estimate made in September. The 
later estimate was for $85 million. The reserves have to be read, how- 
ever, against a full study of the patiern of Israel’s obligations. They 
have a very large short-term obligation which has to “be refin: unced, 
short- and medium-term obligations. 
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Mr. WiceLeswortit. What is the “Special assistance” item which is 
classified ¢ 

( Discussion held off the record.) 

Mr. Rooney. If there are no further questions at this point, you 
may proceed at the point in the middle of your page 41, Mr. Bell. You 
may continue your statement. 

Mr. Brett. The program in Israel is fully coordinated with the 
development activities of the Government of Israel, and has, during 
its existence, touched most phases of Israeli life. Current concentra- 
tion emphasizes industrial development, commerce and industry ; agri- 
culture; transportation; education; and survey work in the develop- 
ment and use of natural resources. Primary attention is devoted to 
activities which can reduce Israel’s dependence upon imports or in- 
crease its earnings from exports. Development assistance and special 
assistance have, in the past, been used to purchase raw materials and 
heavy equipment for industry, agriculture, transportation and com- 
munications; in the recent past and in fiscal year 1958, such funds have 
been used to purchase foodstuffs under section 402. The local currenc v 
generated by sale of these commodities has been used for internal 
development projects within the Israeli development budget. 

United States assistance has been of unquestioned value to Israel in 
the rehabilitation and development of its economy. Such aid has 
enabled the purchase of supplies and equipment for development pur- 
poses, and of consumption imports which Israel could not otherwise 
have afforded. The rise in gross national produet—from $818 million 
in 1951 to $1,400 million in 1957—attests the vigor of Israel’s effort 
to develop its resources; United States aid has been of material 
assistance. 

The proposed fiscal year 1959 technical-cooperation program—$1.6 
million—continues the pattern and trend of the recent past, with an 
increased emphasis on the industrial sector. Program details, inelud- 
ing a listing of all project activities, appear on pages 85-94 of the fiscal 
year 1959 estimates for the Near East and south Asia. 


PROGRAM IN JORDAN 


From 1951, when the first United States-Jordanian technical coop- 
eration agreement was signed, through fiscal year 1957, cumulative 
obligations for economic and technical assistance for Jordan totaled 
approximately $54 million. Anticipated fiscal year 1958 obligations 
of $30 million in special assistance and $1.75 million in technical 
cooperation funds will increase the total to almost $86 million by 
June 30, 1958. Cumulative expenditures through fiscal year 1957 
totaled approximately $30 million and the pipeline of unexpended 
obligations at June 30, 1958, is expected to be no more than approxi- 
mately $29 million, most of which will represent fiscal year 1958 funds. 

sased on estimated expenditure rates and proposed programs for fiscal 
year 1959, a reduction in pipeline i is expected by June 30, 1959. 

Prior to fiscal year 1957, the United Kingdom provided the prin- 
cipal element of stability in the Jordanian budget by annual font ibu 
tions, primarily for maintenance of the Jordanian Army, which 
represented more than half of Jordanian revenues. In January 1957, 
under the Arab solidarity agreement, Egypt, Syria, and Saudi Arabia 
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agreed to provide $35 million annually to replace the British subsidy, 
and the agreement of 1946 with Britain was terminated. Following 
a cabinet crisis in April 1957 and a change in the political complexion 
of the Government, Egypt and Syria withheld payment and have not, 
in fact, made any payments to Jordan. Saudi Arabia contributed 
$14 million during the Jordanian fiscal year ending March 1958. 

Following the spring 1957 crisis in Jordan, the United States made 
available a grant of $20 million to enable the Jordanian Government 
to meet its current payroll and maintain normal operations. Under 
present plans the special assistance program for fiscal year 1958 in- 
cludes $20 million to continue the needed budget support. The bal- 
ance is intended for economic development. 

Mr. Forp. May I ask at this point if Saudi Arabia is continuing its 
commitments to Jordan ? 

Mr. Betz. That isa little uncertain at the moment. 

They did make their payments for the last fiscal year’s budget. 

Mr. Rountree. Off the record. 

(Discussion off the record.) 

Mr. Betz. Jordan still faces unresolved financial problems in meet- 
ing essential domestic expenditures beyond its own revenue capacity. 
Jordan and Iraq have recently affiliated as the Arab Union, and Iraq 
is expected to continue assistance for certain development projects. 
It is still too early to know what the details of the future relationship 
of Jordan and Iraq will be. 

Mr. Passman. Did you state that Jordan was experiencing financial 
difficulties ? 

Mr. Betu. Yes, sir; they have been having budgetary difficulties. 

Jordan’s problems are intensified by the presence in the country of 
over 500,000 Arab refugees. The basic issue in Jordan, as in other 
countries of the Middle East, is pressure of a growing population on 
already inadequate resources of land:and water. 

Economic and technical assistance programs have concentrated on 
activities that would narrow the disparity between needs and re- 
sources and have brought substantial benefit to Jordan. Agricultural 
research, extension and credit projects have contributed to an increase 
in agricultural production and exports, while capital assistance in the 
development of water resources has extended the ability of the land 
to support the population. Programs for fiscal year 1958 include pro- 
vision to start the proposed construction of a diversion structure and 
eanal which will bring water from the Yarmouk River to irrigable 
land in the Jordan Valley. Other significant activities have included 
road construction—both trunk roads and farm-to-market roads—en- 
abline more effective marketing of farm produce; loans to villages 
for development of water supplies and construction of schools and 
clinics; completion of plans for a plant for experimental production 
of potash from Dead Sea brine; nurse training; and provision of fa- 
cilities to increase enrollment in two teacher training colleges and the 
Amman Trade School. 

The proposed fiscal year 1959 technical cooperation program calls 
for a continuation of present activities at the fiscal year 1958 level. 
Program details are set forth on pages 95-104 of the fiscal year 1959 
estimates for the Near East and south Asia. 
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PROGRAM IN LEBANON 


The program in Lebanon was initiated in 1952. Through June 30, 
1957, some $35 million had been obligated, and fiscal year 1958 obli- 
gations are anticipated at $2.65 million. Cumulative expenditures— 
estimated to be $22.5 million through fiscal year 1958—would leave a 
pipeline of unexpended obligations of less than $12.5 million, as of 
June 30, 1958, as against a comparable pipeline of $17.4 million a year 
earlier. 

The fiscal year 1957 program of $10 million was a commitment 
made by Ambassador Richards, and consisted of key commodity im- 
ports for the Lebanese development program. Counterpart deposits 
and other setasides of Lebanon’s budgeted government revenues have 
been programed for mutually agreed development projects in fields of 
activity to which technical cooperation has been provided. 

United States assistance to Lebanon has helped expand transporta- 
tion facilities such as roads and airports; improve rural standards of 
living by assisting development of village water supply, low-cost 
housing, and power transmission; prov ide assistance to Lebanese 
agricultural extension and research; and lend technical guidance to 
Lebanese private industry and to industrial growth through the well- 
established Industry Institute, whose services are sought by firms 
throughout the Levant. Adult education in the field of English lan- 
guage teaching has represented a significant advance. Earlier ac- 
tivity in health and general education ‘has been reduced or terminated. 
The total number of projects has declined from 40 in fiscal year 1956 
to 18 in fiscal year 1958. 

The fiscal year 1958 technical cooperation program is a continua- 
tion of prior year activities, although on a reduced scale of. funding 
($1.65 million in anticipated oblige ations compared with $2.1 million 
in fiscal year 1957). 

Border incidents and difficult internal sec urity problems early in 
fiscal year 1958 led to an appeal by Lebanon for United States assist- 
ance to its civil police forces. In response, special assistance is being 
provided toward the equipping and training of Lebanese civil police— 
at a cost of up to $1 million. 

The proposed fiscal year 1959 technical cooperation program repre- 
sents a further concentration and consolidation of continuing activi- 
ties. Program details are described on pages 105~115 of the fiscal year 
1959 estimates for the Near East and south Asia. 


PROGRAM IN NEPAL 


United States assistance to Nepal began in 1951, following the over- 
throw of a despotic hereditary family dictatorship. Initial activity 
was limited to a small program of technical assistance in agriculture 
health, and mining. Since 1951, the Government of Nepal has drafted 
outlines of economic development, with major emphasis on agricul- 
tural and industrial production, expanded transportation and com- 
munications, and governmental raformne. United States technicians 
work with Nepalese counterparts in carrying out joint programs—in 
agriculture, small industry, health, education, transportation, com- 
munications, education, and v illage development. 
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Cumulative obligations for economic and technical assistance made 
available to Nepal through fiscal year 1957 totaled $10.1 million. Esti- 
mated obligations in fiscal year 1958, $4.1 million, include $1.2 mil- 
lion in technical cooperation and $2.9 million in special assistance. 
Including projected expenditures during fiscal year 1958, the pipeline 
of unexpended obligations as of June 30, 1958, is estimated at $6.5 
million. 

In addition to these activities, an agreement for regional road de- 
velopment to improve Nepalese communications with India was signed 
during fiscal year 1958; $5 million from the President’s Fund for 
Asian economic development was obligated for this purpose, and there 
are Indian contributions of $1.6 million and Nepalese contributions of 
$400,000. A second program to provide a telecommunications link 
between Nepal and India will require obligation of $1.85 million in 
Asian economic development funds. 

Major obstacles to development in Nepal are the low literacy rate 
(less than 3 percent), lack of internal roads and communications, lack 
of trained administrators and technicians, and endemic malaria. Such 
difficulties complicate and hinder implementation of planned develop- 
ment programs. Despite these problems, the mutual security pro- 
gram has been able to provide technical and economic assistance in 
significant areas. A contract for a new ropeway to carry goods from 
the railhead to the capital of Nepal has recently been signed, following 
an earlier survey, and construction will begin after the next monsoon 
season. The road link with India will also be under construction. 
Progress has been achieved in assistance to Nepal through specific 
projects in teacher training, rural school expansion, adult education, 
and the establishment of a modern national education policy ; surveys 
of existing and potential new industries; establishment of an indus- 
trial development center; modernization of labor and industrial legis- 
lation; mineral surveys; improved agricultural practices; health edu- 
cation and malaria control; and establishment of rural health clinics. 
The proposed fiscal year 1959 program continues the present activity 
pattern. 

A more detailed statement of program objectives, accomplishments 
and content is set forth on pages 117-122 of Near East and south Asia 
estimates for fiscal year 1959. 


PROGRAM IN SUDAN 


Sudan became an independent state in 1956. In _a territory of 
approximately 1 million square miles there is a population of about 
10 million. About 30 percent of the area is desert. Agriculture is 
the main occupation, and cotton is the principal cash crop, producing 
almost two-thirds of foreign exchange earnings. Imports include 
wheat flour, sugar, coffee and tea, and textiles. 

The Government of Sudan has identified certain significant needs 
for economic expansion—transportation, power, better contro] of 
water resources, technical help to train Sudanese manpower, ade- 
quate studies of diversified development, and diversification of agri- 
culture. 

A bilateral aid agreement under the mutual security program was 
negotiated and signed in March 1958. Discussions are now well 
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advanced for the initiation of a program in fiscal year 1958. This 
would be further supported by proposals for fiscal year 1959. 

Discussion of the Sudan begins at page 143 of the Near East and 
south Asia estimates formally presented to the Congress in the mutual 
security program fiscal year 1959 estimates. 

Mr. WiccLeswortu. What is the present outlook in the Sudan 
with respect to west versus east ? 

Mr. Rounrrer. Well, the present Government, as you know, re- 
cently came to power as a result of the elections. It is a nationalistic 
Government that seems to be very determined to preserve Sudanese 
independence. It maintains friendly relations with the United 
States, and we have undertaken an economic assistance program 
there in the recent past. It has not accepted offers of aid from the 
Soviet bloc. 

Mr. Forp. How are its relations with Egypt and Syria? 

Mr. Rounrrer. You may recall the very difficult and strained 
relations between Sudan and Egypt arising from the recent border 
dispute, but since that issue has been passed, the relations have 
improved. 


PROGRAM IN SAUDI ARABIA 


Mr. Betxi. During the discussions on continued Saudi Arabian- 
United Sts ee cooperation and the extension of United States rights 
at Dhahran Airfield in the spring of 1957, agreement was reached to 
grant development assistance to Saudi Arabia in fiscal year 1957 to 
assist m financing port expansion and civil air terminal facilities. 
Problems of negotiation prevented formal obligation of the funds 
before June 30, 1957, but Congress reappropri: ated development as- 
sistance, thus carrying over the necessary availability of funds. Con- 
tinued discussions in fiseal year 1958, which have given the matter 
close atitention, “athe resulted in formal obligation of the funds. The 
total amount involved for Saudi Arabia is $25 million of development 
assistance. 

Saudi Arabia is discussed beginning at page 137 in the Near East 
and South Asia volume of estimates already presented. 

Thank you for your patience. 

Mr. Passman. Thank you, Mr. Bell. 

I was with the senior Senator from Louisiana last evening, and I 
actually believe that he was somewhat disappointed over the fact 
that last year one of his colleagues—from, I think, South Carolina— 
had broken his filibuster record on the Senate floor. I think that you 
have set a record here today for a lengthy statement, and it will prob- 
ably be a long time before someone “breaks your record. However, 
your statement was very informative, and, of course, has prompted 
many questions. It is quite obvious that the question period will be 
lengthy. 

Off the record. 

(Discussion off the record.) 

The Committee will stand adjourned, until tomorrow morning at 
9:30 o'clock. 
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Tuourspay, May 22, 1958. 
GAO AUDIT REPORT 


Mr. Passman. The Committee will come to order. 

I want to inform the members of the committee that we now have 
available one of a series of reports which will be forthcoming from 
the Comptroller General of the United States. This is the first audit 
report dealing with the program that has been provided by the 
Comptroller General. We had the copies brought to the committee 
room so that you may study the material over the weekend. There 
is a copy here for each member. 

(Discussion off the record.) 

Mr. Gary. Is this the only one that has been published ? 

Mr. Passman. This is one of the series. This is the first time a 
sufficient supply has been provided for each member of the committee. 

M. Gary. When they were testifying before the committee they 
mentioned 4 reports and said 1 had already been published, and we 
asked them to send us copies. Is that the one you are referring to? 

Mr. Murrny. It must be. The other three have not yet been pub- 
lished, to my knowledge. 

Mr. Passman. This might shed some light on the subject matter. 
I hold in my hand here a joint report with the Department of State 
and Department of Defense, and it is dated January 25, 1958. Then 
there is a rubber stamp applied to the printed document labeled 
“Secret” all the way through the book. 

Mr. Morpuy. I think it is the joint reply. The report itself was 
classified. 

Mr. Passman. The report is classified and the reply is secret. 


Mr. Mourrny. The report was classified and the reply to the report 
obviously has to be classified. 


Mr. Passman. It is marked “Secret.” 

Mr. Mourreuy. That means it is classified. 

Mr. Passman. Sometimes they are stamped “Classified” and some- 
times “Secret.” 

Mr. Mourrny. They are not supposed to be. If they are classified, 
they are supposed to be stamped “Top secret,” “Secret,” or “Con- 
fidential.” 

Mr. Passman. There is no indication that this audit is classified. 

Mr. Morruy. It probably is not. But the one that Mr. Gary has 
is a reply to another report which was probably classified. 


Mr. Passman. I doubt if we are going to obtain much informa- 
tion until they are ready to give it to us. 


LEBANESE FINANCIAL STATUS 


Before getting into the general question, I understand that Lebanon 
has a budget surplus, or has had a surplus for the past 3 years. Is 
that true? 

Mr. Bex. There is a table in the green book on page 104 which 
gives the Central Government financial statement indicating that 
there was a surplus in 1954 of $14.4 million and a balance proposed 
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in 1955 and 1956 budget estimates where there was neither a surplus 
nor deficit. 

Mr. Passman. So for the 3 years, overall, there was a surplus. 
There was a surplus 1 year and a break-even for 2 years. What was 
the budget condition for the subsequent year ? 

Mr. Betu. Those are the only years we have the full budget figures 
for. 

REASONS FOR AIDING LEBANON 


Mr. Passman. Why should we be aiding a nation that is operating 
with a surplus in its national budget? 

Mr. Rountree. The aid program to Lebanon is based upon our con- 
viction that the Lebanese require technical assistance in order to enable 
them to carry out the development program that we believe is a rea- 
sonable program for them to aspire to. There has been some assist- 
ance to Lebanon in addition to technical assistance, in the form of 
economic aid for their development program. The fact is that the 
Lebanese economy, by Middle Eastern standards, is better off than 
some of its neighbors; nevertheless, they do have difficulty in finding 
the funds needed to carry out a program giving a steady increase in 
productivity. 

We believe the program is justified, not only on economic grounds, 
but we attach great importance to the program on political grounds. 

As you know, from reading the papers for the past few days, there 
are very delicate political issues in Lebanon as there are in the Middle 
East as a whole. We believe it is very much in the national interest 
to cooperate with the Lebanese Government in helping it to work out 
some of its development problems, not only from the economic stand- 
point but also from the political and psy chological standpoints. 

Mr. Gary. If the Lebanese are operating with a surplus perhaps we 
ought to import a few technicians from “Lebanon to tell us how to 
do it. 

Mr. Passman. I have some direct factual information. As one 
Member of Congress with a responsibility to my conscience, my con- 
stituents, and my country, I wonder at times why I would be required 
to keep certain facts out ‘of the record that should be known by all the 
Members of Congress. 

(Discussion off the record. ) 

Mr. Passman. How did you justify $34,963,000 in aid when cer- 
tainly they were not in the same type of difficulty ? 

Mr. Rountree. That was not for last year alone. 

Mr. Passman. Through last year, during the time Lebanon was 
experiencing a budget surplus, or at least no deficit, the total program 
amounted to $34,963,000, did it not? 

Mr. Rountree. That is correct. 

Mr. Passman. On what basis did you justify that aid ? 

Mr. Rountresr. On the same basis that I mentioned before. We be- 
lieve while relatively speaking the Lebanese economy may be better 
off than others, it is still necessary from the Lebanese viewpoint— 
and in this we agree—for the Lebanese to carry out a development 
program. We have determined that our aid to Lebanon over the 
past several years should be extended. A large part of this, of course, 
1s in the form of technical assistance and in the form of development 
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assistance for certain communications and agricultural programs. 
The justification for this aid is a combination of the economic factors 
involved and also of the political considerations that we must take 
into account in determining whether or not it is feasible and prac- 
ticable to assist these governments. By that I do not mean the politi- 
cal considerations involve political strings, but rather whether or not 
it is, as you put it earlier, in the interest of our own conscience and 
country to extend aid in these circumstances. I believe firmly the 
aid program for Lebanon is in the national interest for the reasons 
that I have mentioned. 

Mr. Passman. In the national interest, I shall not argue—that is 
policy—but as far as the need for cash is concerned, I shall not con- 
eur. Your position is directly opposite to that of other people with 
whom I have talked in the executive department. 

Is it not true that all of these proposals will be supplemented by 
the Development Loan Fund if the countries make applications and 
they are approved ? 

Mr. Bett. It is true that any approval of loans would be additive. 

Mr. Passman. Is there a request from Lebanon for a loan of this 
type? 

Mr. Betx. Not from the Government. 

Mr. Rountree. We have had under discussion with the Lebanese 
Government just prior to the most recent difficulties the possibility of 
United States economic assistance. The precise form which that aid 
might take has not been defined, nor has the discussion been com- 
pleted. But we do not exclude the possibility of Development Loan 
Fund applications from the Government of Lebanon. 

Mr. Passman. I should not bring my own problems before the 
Committee, but here is one press release that I hope stays out of the 
newspapers down in my district at least 2 more days, until my pri- 
mary election filing date closes: 


Unrrep States SpenNDING May REacuH $80 BILLION 


Budget officials advised President Eisenhower today that Federal spending 
will approach $80 billion in the 1960 fiscal year, which begins July 1, 1959. 
Budget Director Maurice Stans and his deputy, Robert BE. Merriam, held their 
first conference with the President on the fiscal 1960 Federal budget which will 


be presented to Congress next January. 

If either of the major political parties states a strong position in a 
televised or broadcast speech, the other party demands equal time to 
state a counterview. I certainly endorse this plan. But I wonder 
sometimes if we could not find some money for use whereby Members 
of Congress could have equal time and money to travel about over the 
United States and explain to the people the other view on foreign aid. 


INCREASE IN ECONOMIC ASSISTANCE 


Here is another article, captioned “Dillon wants more for foreign 
aid”: 


New York, May 21 (UP).—Deputy Under Secretary of State C. Douglas 
Dillon, called for “a substantial increase in United States economic aid to help 
develop nations to combat Russia’s economic penetration campaign.” Mr. Dillon 
said the Development Loan Fund, now lending to needy nations at an annual 
rate of about $600 million ought to lend about $1 billion a year. 
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He did not say for how many years we would follow this program. 
I did not know we were spending out of the fund at the rate of $600 
million a year. Perhaps some day Members of Congress will be given 
a special account and some airplanes and equal time and comparable 
opportunities to explain the other side of the program. 

Mr. Rounrrer. Of course, the funds appropriated thus by the Con- 
gress only total $300 million for the Development Loan F und. The ad- 
ministration is asking for an appropriation of $625 million this year. 
Therefore, I do not believe you could draw the conclusion that we are 
now spending i in excess of moneys appropriated by the Congress be- 

‘ause loans can be made only pursuant to congressional authorization. 
I am aware that Mr. Dillon feels strongly, as s1 feel strongly, that the 
world situation being as it is, we should increase this kind of activity 
over the past appropriations by the Congress. He has endorsed pub- 
licly, as the administration has requested, ,and certainly as I, speaking 
for my area endorse, an increase in the amount of loan funds under 
the development loan procedures which I consider to be very much in 
our interest. 

Mr. Passman. Certainly, Mr. Secretary, this committee under- 
stands your situation. You have to take that position. If you did 
not do so you would not be in the position which you hold today. 

Mr. Rounrrer. That is right. 

Mr. Passman. Let us have this understood. That was not the ques- 
tion. I was quoting Mr. Dillon to the effect that we are now spending 
from the Development Loan Fund at an annual rate of about $600 
million a year. Lam wondering how you can spend at an annual rate 
of $600 million when you have only $300 million and have obligated 
only $125 million. I wanted to be able to reconcile that statement 
with the facts of the record. 

Mr. Wiceiteswortu. There is no such testimony in the record as 
far as I know. That is apparently a newspaper report of something 
that has been said elsewhere. 

Mr. Passman. If you can discredit the accuracy of the report, I 
should like to have it in the record. 

Mr. WiceteswortrH. You can of course insert it for what it is worth. 

Mr. Passman. I quoted the article. That is as far as I went with it. 

Mr. Denton. Why does the administration oppose a building pro- 
gram in this country when they advocate one abroad ? 

Mr. Rounrree. I am afraid that I cannot speak for the administra- 
tion’s domestic policies. 

Mr. Denton. The administration vetoed two public-works bills. 

Mr. Rountree. I am afraid that I canot enlighten the committee 
on that. 

Mr. Denron. It is hard for me to tell my people why we cannot 
build here at home and then build abroad. 


UNEXPENDED BALANCES ESTIMATED FOR JUNE 30, 1958, IN NEAR EAST 
AND SOUTH ASIAN REGION 


Mr. Passman. What are the estimated unexpended balances as of 
June 30, 1958, by program and country in the region under discussion? 

Mr. Taser. Off the record. 

( Discussion off the record. ) 








760 


Mr. Murpuy. On June 30, 1958, in the area of the Near East, south 
Asia as a whole, for defense support the unexpended balances are 
estimated at $228,255,000. For development assistance, $130,484,000. 
For special assistance, $36,445,000. For technical cooperation, $65,- 
. 743,000. For other programs, $2,664,000, making a total of $463,- 
601,000 on the nonmilitary side. 

2 For the military, $532,622,000, or a grand total of just under $1 
. illion. 

Mr. Passman. In how many countries ? 

. Mr. Taser. Can we have this in tabular form, showing the figures 
in the first column and the obligations down to the latest date avail- 
. able in the next column so that we can have a more accurate picture 
. of what the situation is? 
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| Mr. PassmaAn. That is the information we need, and in how many 
countries? 
Mr. Mureny. Sixteen. 
(The information follows :) 
4 
Mourvat Securiry ProgkamM—NeEar East aNnp Souts ASIA 
. Estimated cumulative unliquidated obligations as of June 30, 1958, fiscal year 1958 
obligations through Apr. 30, 1958 
i [Thousands of dollars] 
i 
. Estimated Fiscal year 
| cumulative | 1958 actual 
} unliquidated | obligations 
obligations | Apr. 30, 1958 
| June 30, 1958 | (preliminary) 
‘ 
Country: 
RS Sittin ns abi Radian bak cba ciitice. cadence mksddeqnneenbedeiesannd 13, 086 8 
; eg ei os aos crpehacabia oeimune Sea anaany ata caaeeeaeanoe 3, 695 15, 560 
. Tran_- pathy Meee Eaim taken Bee mprancongeain seul ited op Shiney 46, 093 3, 355 
{ Iraq _--- a eee ee ee ee A 1, 850 1, 782 
: NG a8 Fs alan heath Sap nb osreb anne Sn ania nd an amaabetd iain netre esi 6, 330 8, 751 
i Meese ee oe kN ; ga bca dg Mn ota ae 28, 97 6, 016 
| I anni sc eel ier steak oe ae ieee 12, 453 2. 27 
i ee ee tee cnnkeekh~ ape aneaasenresnaueinmee seaman 24, 400 1 25, 000 
i! ene ea ae SASS oS ek en auaeeee 3, 820 112 
2 86, 544 72, 553 
Ny aie wend cmkiwie~ neuen 2, 500 23, 
 * i ae 5. Tih ees 12, 170 14 
Regional projects.._.......----- 456 2, 858 
Ro ae oe bacacccg acne déogeaqgenteune weelereesetaaeueae 25, 550 2, 597 
I coos oo cae edk odd be Age oeedc kai bape cine 6, 059 1,017 
Te eR mnie cscherincanar a ahpeuim nineteen el enakcasnankasaghaealend 61, 225 4,118 
a Th ia is ede tbcdane ad bata bualahinne ds 6, 505 2, 073 
: a eee dank ah en eeeeen 118, 095 44 
; Pe eben Si eet en Cacadtincdhandsctueneinabekadascdstanasdkaensbaee) | © = NN Rituietamisaade 
a is nob shtick DAGaRE Nenana edeenkamaeeenel 463, 601 216, 014 
Function: Pe eee, eae 
i ET ID leak i cc coeseansetenrscwiesusedadcasdcseseuanth 228, 265 124, 770 
: Development assistance 130, 484 1 25, 000 
! Special assistance _____- 36, 445 15, 912 
| Technical cooperation. 65, 743 27, 332 
} ae Lh. 2, 664 23, 000 
: cos eis g ep ana Odi cemma epee na 463, 601 216, 014 
1 As of May 8, 1958. 


UNOBLIGATED BALANCES 


Mr. Passman. How much will be unobligated as of your most 
recent estimate ? 


j . 

i Mr. Mourpuy. We are anticipating no unobligated balances on the 
i nonmilitary program in this area, and as you know, on the military 

| 
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side; the total of $25 million that is expected to be unobligated is 
not identifiable by area but is a worldwide total, and I cannot say 
how much would be in the Near East. 

Mr. Passman. You do not have it marked down ? 

Could you furnish for the committee a list, even if it is classified, 
of the amounts that will be allocated out of the total obligated for 
these 16 countries for the military ? 

Mr. Suurr. Would you repeat that? 

Mr. Passman. We have 16 nations in this region. 

Mr. Suurr. We have only 8 getting military assistance. 

Mr. Passman. How many are receiving defense support? 

Mr. Mureny. Four, and the others are getting special assistance. 

Mr. Passman. With regard to those receiving military support in 
this region will you inform the committee of ‘the total amount for 

each nation? If the information is classified the committee will not 
place it in the record. 

Mr. Murry. Do you want the balances by country ? 

Mr. Passman. By country. 

Mr. Murrey. For Egypt—and these are all of the same date— 
$13 million. 

Mr. Passman. You may put that data in the record in a table. 
When this is done, also give us the amount of expenditures and the 
unobligated balances as of the last available date. 

Mr. Mourrny. Yes. 

Mr. WicoiesworTH. The amount spent or the amount obligated ? 

Mr. Passman. I should like to have both figures. We want the 
totals. 

On the military side, please indicate the portion that is actually 
obligated and that which would be in the reservation category. 

( The information was supplied to the committee. ) 


ECONOMIC AID PROJECTS 


Mr. Passman. Mr. Murphy, what are the pr ojects comprising the 
$54 million request under “Economic assistance” ? 

Mr. Murreny. The projects are in the green book for each country, 
and under each tab you will find some certain blue pages, and each 
project for which funding is requested in 1959 is listed showing the 
breakdown of the cost for technicians, for noncontract participants, 
for contracts and commodities and other costs. 

As an example, you may wish to refer to the table that begins on 
page 17 for Afghanistan. A similar set of tables appears for each 
country. You will notice the listing in each instance adds up to the 
amounts for the projects, and in addition there is a table showing the 
nonproject composition of the program, the commodity-import pro- 
gram for each country at the end of those tables. If you would like to 
take a particular country as an example, I would be happy to give it 
to you. 
CUMULATIVE VALUE OF MILITARY EQUIPMENT SHIPPED 


Mr. Passman. What is the cumulative value of military-assistance 
equipment and supplies shipped to the Near East and south Asia from 
1950 to the present time? 
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Mr. Suurr. Through June 30, 1958, the cumulative value shipped to 
the Near East is $2,322,126,000. 

Mr. Passman. Mr. Secretary, what kind of items were shipped un- 
der this program? Could you supply a breakdown on that data? 

Mr. Suvurr. By categories ? 

Mr. Passman. By country and by item. 

Mr. Suurr. Would you like that supplied for the record ? 

Mr. Passman. If you would provide a list I should appreciate it. 
I want to discuss with Mr. Murphy today several items that we have 
requested for the record to know how he is progressing with providing 
the data. 
. (The information was supplied to the committee.) 


ORGANIZATIONS OR INDIVIDUALS POSSIBLY BENEFITTING FROM MSP 


Mr. Passman. Mr. Murphy, we asked you several days ago for a 
F list with regard to the amounts going to colleges and universities and 
| steamship lines and several other groups. 

Mr. Murrny. To my knowledge, that has all been supplied. 

Mr. PassmMaAn. Specifically, have you given us the answers to those 

questions ¢ 

Mr. Mourrny. Certainly on the colleges 
| Mr. Passman. I am speaking of the entire request. I asked for 
| data in about nine different categories. Do you recall—shipping, the 
. farmer, the oil industry, the universities, and others? 
Mr. Murrny. I do not know whether you want this off the record, 
| but my recollection of that is that in that instance you ran down a 
list of organizations and individuals, groups of individuals, who 
| 





might benefit by the mutual-security program expenditures. 

Mr. Passman. That is correct. 

Mr. Moureny. And as I recall the question, you asked if I would 
| simply add to that list any other such groups which also might benefit. 
| On reviewing the list, I thought you had made pretty complete 

covera 

Mr. Passman. I wanted answers to be equally as complete, if you 
t can make them complete. 

: Mr. Morrny. I make them as complete as possible, but I do not 
i canta you asked me to give you a dollar amount for any of these 
1H things 
it Mr. Passman. I already knew the different segments participating 
i in this program. One thing, for example, that the committee wants 
i to know is why so many colleges and professors have an interest, in 
this program. 
Mr. Morpny. I later supplied more specific detail on that, Mr. 
i Chairman. That is an easy thing, to say how much is going for uni- 
| versities, but to say how much the clergy are getting because some 
i shipments are going over on voluntary relief, I would not know how 
to answer that. 

Mr. Passman. I was speaking to the ocean freight and the chil- 
dren’s fund. 

Mr. Mcrpny. I can supply that. 
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COMMERCIAL BANK CHARGES FOR HANDLING ICA TRANSACTIONS 


Mr. Passman. I did state this: I have requested Mr. Murphy to 
state for the record the amount of money paid to commercial banks 
out of this appropriation, and for information as to the total amount 
of funds available to nations participating in this program. 

Mr. Mourrny. And I answered that I could not do that. 

Mr. Passman. May I say for the record at this point that I am in 
a controversy at this time with the Department of car iculture. They 

say when the farmer brings his cotton in for a loan he may deal only 

with the authorized agent down at the bank who will accept the 
blue card. The bank will pay the money out on that basis. The 
banks are open only about 6 hours a day, 5 days a week. But this 
farmer may be working 12 or 14 hours, and he can only come to 
town in the afternoon, or on Saturday. Therefore, the Department 
has permitted the cotton buyers and the gins to pay the loan for the 
cotton and then they go to the bank and are reimbursed. These 
people in the Agricultural Department pointed out where there was 
a discrepancy of some 25 cents a bale in such a transaction, and they 
are very exacting as to what the banks may receive for this service. 

I think that it would be well for the committee, and certainly 
worthwhile for the department, to ascertain what amount of money 
the banks are making out of this foreign aid program. 

( Discussion off the record.) 

Mr. Passman. Mr. Murphy, you are indicating that this program 
is operating very loosely. Is that true or not! 

Mr. Mcrruy. No, sir, I did not say anything 

Mr. Passman. Is this true—and I am going to make a statement—— 

Mr. Mureny. You said that I said the program was operated 
loosely. 

Mr. Passman, Are you saying that? 

Mr. Murrny. No, sir; I am not. 

Mr. PassMan. Let us see whether it is. 

Manufacturer B ships out $100 million of products to country X 
against an appropriation. How does the manufacturer get his money ? 

Mr. Murruy. Well, they get their money in either of two ways. 
The usual way, the one that is used in most mstances, is for the manu- 
facturer, be fore he makes shipment, to demand from the importer 
in the country which is going to receive the shipment an irrevocable 
letter of credit drawn on a United States bank so that he is not at 
the mercy of any private importer in another country. When he gets 
this irrevocable letter of credit, which is drawn by the bank in his 
favor at the request of the country, and at the expense of the country, 
he readies his shipment, prepares his invoice, his ocean bill of lading, 
and ‘his supplier’s certificate which is required by our regulations 
and brings them to the bank which issued the letter of credit. If the 
bank finds all of the doc ‘umentation is in order, they will pay him for 
the amount of his invoice. At a later date, usually if it isa New York 
bank, it will be the very same day, but in the case of a midwestern 
bank, or a western bank, a few days later, that bank will present to 


the IC A a bill to reimburse them for the amount of the invoice they 
paid out. 
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There is an interest charge for the time between when they laid 
out the money to the supplier and obtained reimbursement from the 
ICA. That is handled the same way as private commercial bank 
transactions. The ICA, or the United States Government, is not in- 
volved in charges and has no knowledge of what the bank should 
charge, what they collect, and therefore the total they earn on such 
transactions. 

Mr. Passman. The gentleman has given a complete explanation of 
the procedure, but we are yet without information as to what the 
banks actually charge a recipient nation. The law fixes, I think, 
the amount that a bank may charge. I wonder if the gentleman could 
find out what the banks are charging the recipient nations for han- 
dling these transactions, and whether the charge is limited to inter- 
est, and if so, what rate of interest, or whether there is an additional 
handling charge. 

Mr. Mourrny. That, sir, I could find out. I can find out what the 
banks’ general practices are, but if I asked any bank to tell me how 
much money they earned in the course of a year on the basis of let- 
ters of credit handled for a particular country, I am sure that they 
would refuse to give me the information. I would be happy to find 
out what the general practices are as to interest rates. 

Mr. Passman. We shall be pleased if you find out the interest rate, 
and give us examples of 20 transactions out of the thousands. 

Mr. Murruy. I would certainly be happy to make an attempt 
along those lines. 

(The information may be found in the Appendix on p. 1505.) 

Mr. Passman. You actually have no knowledge as to what rate 
of interest the banks charge for handling the transactions, and you 
do not know whether or not the banks are assessing an extra charge 
against the recipient nation for handling the transactions, do you? 

Mr. Morrnry. I will say for the record, Mr. Chairman, as a matter 
of positive fact that I do not know. I have reason to believe, how- 
ever, since this is a very competitive business—the banking business— 
that any bank which is charging a country more than the going rate 
on a given transaction is quickly going to find itself out of business. 
My expectation would be that we would find a pretty standard set 
of charges applied by all banks on these transactions, and my expec- 
tation would also be that those charges would be in accordance with 
United States law. Since I do not have to audit the charges, do not 
have to pay them, I have not made it a matter of individual personal 
concern. 

Mr. Passman. For the gentleman’s information, in my own district, 
or my own State, the rates paid by banks on 1-year certificates range 
from 114 percent to 314 percent. That is just about how much lati- 
tude they have. I think it would certainly be well for the ICA to 
know the general practices of the banks in these transactions with 
aid recipient nations. 

Mr. Murpry. I am sure that there are people in ICA, people actu- 
ally in my own office, who are familiar with this particular aspect and 
from whom I can get the information you have requested, but I am 
personally not familiar with it. 


Mr. Passman. You regard the question as pertinent to the program, 
do you not? 


765 


Mr. Mourruy. If you want to know, we are gomg to make every 
effort to supply the information. 

Mr. Passman. You did not answer my question, but I shall not 
press you to do so. 


HANDLING OF MILITARY PROCUREMENT 


Mr. Forp. May I ask a question? The procedure which was de- 
scribed by Mr. Murphy following the question by you has been very 
concise, and I would like to ask whether or not on the military side 
are there any transactions handled in that way, Mr. Shuff ? 

Mr. Suourr. No, sir. 

Mr. Forp. I could not imagine any would be. 

Mr. Suurr. No, they are not. 

Mr. Murpny. There it is Government procurement. 

Mr. Forp. Will you explain how military procurement is handled 
for overseas shipments ? 

Mr. Suvurr. For the grant aid program we place a common-item 
order with the service that handles that particular piece of hardware. 
They then either put on procurement, or take out of inventory, the 
material ordered and ship to the recipient country. Upon proof of 
delivery, the supplying military department is then paid for the 
transaction. 

Mr. Forp. Have whom paid? 

Mr. Suurr. The supplying military department. For example if 
it is the Army, and the item involved is trucks, as the trucks are de- 
livered, the Army processes the necessary paperwork and gets paid 
for the hardware delivered. 

Mr. Forp. They get paid by the ICA? 

Mr. Suvrr. No, sir. They get paid out of MAP funds. 

Mr. Forp. It is a constituent agency of ICA? 

Mr. Suurr. The Department of State is the coordinator of the 
whole program. We justify each of our major expenditures both to 
our own comptroller, the Department of Defense Comptroller, and 
the Bureau of the Budget before we can draw down on the money. 

Mr. Forp. Let us take a specific example, the one that you have 
used—trucks. 

Mr. Suurr. Yes. 

Mr. Forp. They are made by X corporation on an order from the 
service that does the usual procuring. When those trucks are deliv- 
ered to a port on the eastern or western coast, then the producer is 
eligible for payment? 

Mr. Sxurr. In the instance that you describe, the producer gets 
paid when the Army orders trucks in the regular method by which the 
Army pays the producer. It is based on the terms of a contract; 
in some instances he gets progress payments, in other instances he 
gets paid every quarter, or every month. Items for MAP is only a 
part of the whole order, obviously. 

Mr. Forp. The final point that [ want to make is, there is no banking 
transaction such as described by the Chairman in this kind of area? 

Mr. Suurr. No, sir. 

Mr. Forp. As far as military assistance procurement is concerned ? 

Mr. Suurr. No, sir. 
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Mr. Passman. The military assistance part of this program is an 
interagency operation. The military does all the procuring and you 
merely deal with the ICA on payments and their requests. ICA offi- 
cials have no direct contact with manufacturers of the military 
equipment. 

Mr. Suovrr. That is correct. 

Mr. Passman. Mr. Shuff, at this point what you describe is military 
assistance only ? 

Mr. Suvrr. That is correct. 


HANDLING OF ECONOMIC AID SHIPMENTS BY COMMERCIAL BANKS 


Mr. Passman. And the general practice for other categories of this 
program is by handling them through the invoices at the bank. The 
bank makes payments and the ICA reimburses the bank; is that 
correct ? 

Mr. Murpny. That is correct. I would like to explain further that 
this arises out of a mandate from the Congress that appears in section 
413 of our authorization act which requires that to the maximum extent 
practicable all the transactions on the nonmilitary side should be 
handled through normal commercial channels of trade. 

Mr. Passman. I thank the gentleman, and I am not quarreling with 
the policy. I am endeavoring to ascertain the amount of windfalls 
in this bill for banking institutions. I think it will help the agency 
to find out whether or not the banks are collecting a handling charge 
as well as an interest rate on these transactions. They go into billions 
of dollars, do they not? 

Mr. Mureny. Yes, they do. Our expenditures run over $1 billion 
a year, and I will be glad to find out what I can about that. 

Mr. Passman. Thank you very much. 


CURRENT AVAILABILITY OF MILITARY EQUIPMENT FURNISHED 


How much of the equipment for this region is available and serv- 
iceable now, if it were needed for defense against Communist 
aggression ? 

Mr. Suvurr. How much of the military equipment ? 

Mr. Passman. Yes, referring to the total cost of the program, from 
its inception to date. How much of this equipment is available and 
serviceable, if it should be needed for defense against Communist 
aggression ? 

Mr. Suvrr. I do not know that anybody could answer that ques- 
tion precisely, Mr. Chairman. I would guess that a substantial part 
of it would be available and ready to withstand the onslaught of 
Communist aggression, less whatever amount has worn out in the 
normal course of wear and tear. I would not know how to begin to 
estimate that or to give you a factual answer to your question. 

Mr. Passman. Mr. Secretary, if we are continuing to appropriate 
money for this equipment, I should think that we need some system 
whereby we can check and know what part is being deleted from 
prior inventories as nonserviceable, and what portion we are 
replacing. 

Maybe we are furnishing equipment that they do not need. 
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Mr. Suurr. Sir, that is why we have MAAG’s situated in various 
places in the world. It is their job to spend all of their time with 
the military authorities of the recipient nations and see that the 
materiel w Sich we supply is properly utilized. 

I do not know how many people we have to put in any one country 
to really do a job, and I refer you to our own country. I do not 
know if there is anybody in our Defense Department that could say 
exactly what was wearing out in the course of any year. All that T 

can say is that the way we program ¢ against a deficiency requirement 
aa with the advance in weapons that has been going on in the last 
5 years—I think we have talked about this before—we know that the 
forces in being have to be maintained. We know that certain things 
wear out, and we must leave this to the judgment of the people in 
the field who deal with the problem every day. 

Mr. Passman. What the committee would like to know is what 
part of the equipment is available and serviceable. 

Speaking now as a former materiel officer in the Navy, dealing 1 in 
A. and R. supply departments, we used the word ‘ ‘survey” when 
something was no longer serviceable. We would “survey” it, which 
meant it was stricken from the records. 

Say in the case of a pair of sunglasses, you might have to go before 
the commanding officer of the base and explain what happened to a 
per of sunglasses that cost the Government $1. 30. I found that we 

ad strict control that w ay. I should think that, in our own military, 
if we controlled the equipment, whether it is serviceable or not, cer- 
tainly we should expect similar controls of the aid-recipient nations, 
as it is our money that is paying for the equipment. I think the 
MAAG chief should scueia you with a report and, in turn, you 
should provide this committee a report, so that we will know whether 
or not this equipment is just being parked, or whether it is being 
used, or whether it is serviceable and available. 

Mr. Suurr. Mr. Chairman, I do not know how I would be able to 
submit to this committee a report of that magnitude. In the first 
place, you draw comparisons between the United States Navy, and I 
might say that I also was a materiel officer during World ‘War II 
for 6 years and I have had a little experience in this field myself. 

As I recall it, a good deal of things were written off on the basis 
of formula, and we have, as a part of our programing instruction to 
the field here, something that I would like to read into the record, if 
I may. 

Mr. Passman. We shall be pleased to have you read it into the 
record. 

Mr. Suurr. We have something that we call format B. I would 
be delighted to show you gentlemen how this thing works, if time 
could be found for you to come over to our shop and look at the way 
we do our business. 


Format B furnishes the materiel requirements by country, including initial 
equipment, reserves, consumption, or maintenance and modernization require- 
ments, and the assets, including those on hand, those to be delivered (computed 
here in Washington by subtracting deliveries as reported by the MAAG from the 
total program as reported by the military departments), and those assets being 
provided indigenously or from other aid programs. 


25164-5849 
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This is a very complicated process, Mr. Chairman, and if you 
could come over and spend perhaps a short time with us, we would 
eandeavor to show you how we operate this. 

Mr. PassMaANn. Thank you, Mr. Secretary. Maybe I could ask the 
question a little differently. How much of the equipment that this 
country has provided in the category of military items is now avail- 
able and serviceable? I think that Congress, this committee, and 
the American people should know something as to the condition for 
use of this equipment and what part of it has been deleted. 

Off the record. 

Discussion off the record. 


OVERPROGRAMING IN MILITARY ASSISTANCE CITED BY GAO 


Mr. Passman. I shall read a statement into the record at this point 
and request that the Secretary, himself, if he feels it should be deleted, 
do so later. I quote from the document I have before me. 

GAO findings: Military assistance materiel requirements have been devel- 
oped inaccurately and incompletely without supporting documentation and with- 
out establishing a sound, basic program concept. Insufficient attention has been 
given to such factors as attrition, rates, country equipment, assets on hand, and, 
as a result, some equipment has been programed in excess of requirements. * * * 

That is a strong charge. 

Mr. Suurr. Mr. Chairman, on two or three occasions, since I have 
been here, I have agreed with you that we have overprogramed in sev- 
eral instances. This is a mistake that we made, and I guess, maybe, we 
may even make it again, but where we have found that we have over- 
programed we have done our best to underprogram in the following 
years so as to bring the thing out even. 

In answer to your former question, I would like to state that all of 
the materiel represented by the money here discussed is in being and 
standing ready to fight communistic aggression, less that portion 
which has worn out. 

I do not at this point have any way that I can lay my hands on a 
dollar figure as to what portion of this materiel has worn out. 

Mr. Gary. And become completely obsolete ? 

Mr. Suurr. Completely obsolete or obsolete is a relative term. What 
may be obsolete for the United States service forces may not be obso- 
lete for some other forces, Mr. Gary. 

Mr. Gary. One of the cadets at the Naval Academy told me Sunday 
that they have a saying there to the effect that, “If it works, it is 
obsolete.” 

Mr. Passman. Mr. Shuff, what comment do you have about this 
part of the statement: 

* * * Insufficient attention has been given to such factors as attrition, rates, 
and country equipment assets on hand * * *? 

Mr. Suorr. Sir, will you read the other column? 

Mr. Passman. I did read it, in detail. 

Mr. Suurr. The column on the other side, Mr. Chairman. 

Mr. PassMANn (reading) : 


Comments: United States Army Forces—inventory controls have been estab- 
lished on current data on attrition factors, and usage factors are being developed 
and used in military assistance programing * * *, 
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What statement are we going to take in considering this appropria- 
tion ? 

Mr. Suourr. Sir, I would guess that you would want to read what is 
being done about what we have been informed is a shortfall on our 
se ab 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. I think that my statement was: What equipment is 
available and serviceable now, if needed, for defense? 

That is the question I asked. I believe the committee should know 
something about whether or not, if the chips were down and we 
should go looking for this equipment, it is there and serviceable. I 
think it is a responsibility of the committee, if we are going to recom- 
mend appropriation of the money, to know something about the state 
of repair, and whether or not the equipment is serviceable and ready 
to be used. 


SPARE-PARTS PROGRAMING 


I shall read both sides of it here: 

GAO findings: Spare-part requirements have not been computed 
accurately due to the use of inaccurate or unreliable data, primarily 
because of lack of information as ‘to country stock balances and spare- 
parts consumption * * *” 

That is one sentence of what I consider a very serious indication 
of lack of control. 

Mr. Suurr. Mr. Chairman, may I go back just a little bit here? 

Mr. Passman. Of course you may. 

Mr. Suurr. When we started this program in various countries in 
the world, giving our allies equipment to be used in our common de- 
fense and in their defense, we had only one way to program spare 
parts; the way we do it. This is based on use Tastes and attrition 
factors that we have established over a period of time. As a starting 
point, we had to utilize the attrition factors and spare-part ordering 
factors, based on our information. When some of this equipment was 
delivered abroad to various countries, they utilized it at different rates 
and in different ways and under different conditions than we have 
used it here at home. Consequently, in some instances our factors 
were wrong and we have repeatedly tried to correct them over the 
years. 

We have now reached the point where we have set up a spare-parts 
working group as part of NATO. It is called NATO supply man- 
agement and they are attempting to establish in NATO the NATO 
attrition factors, NATO consumption factors, which can be trans- 
lated by them into a more accurate spare-parts requirement so that 
just to say these things are wrong by themselves is not enough. It 
is important to mention also that we have known that they were 
wrong. 

We have been with the GAO when they have found these things 
to be wrong and on a continuing basis we are attempting to make it 
right. 

Mr. PassMAN. Mr. Secretary, I am sorry that I have consumed so 
much time on this point. But I do not think that my question was 
unfair when I asked how much of this equipment is available and 
serviceable now, if needed for defense. 
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If we do not have it, we just do not have it, and I certainly will not 
argue that you are not doing the very best that you can. However, 
I think you do know that we have been on certain inspection trips 
and have found certain matters a little loosely handled. I think you 
would feel better, and the committee and the Congress and the coun- 
try would feel better, if we had some up-to-date report as to what 
percentage of the total equipment made available in recent years is 
actually serviceable and available. 

Mr. ei I will be delighted, Mr. Chairman, to get you an esti- 
mate of the percentage of equipment that is available and serviceable. 

(The information supplied follows :) 


STATEMENT ON THE ESTIMATE OF MAP EQUIPMENT AVAILABLE AND SERVICEABLE 
IN THE NEAR EAST 


The military assistance program involves several thousand items of equip- 
ment. The task of supervising the disposition and use of these items necessarily 
must be delegated largely to field agencies, and good management precludes 
maintenance in Washington of extensive detailed records. The greater part of 
the MAAG effort is expended in insuring that materiel furnished by the program 
is used for the purpose provided, is properly utilized and maintained, and is 
accounted for. Improper use, failure to utilize and maintain and unexplained 
or unjustified losses are reported to Department of Defense and, if appropriate, 
eorrective action is taken. Such instances, however, are relatively few and 
those in which corrective action could not be taken even fewer. 

Some MAP supplied equipment has become obsolete and surplus to all United 
States requirements, and has been disposed of (e. g., scrapped). In addition, 
some has been lost, destroyed, or worn out through normal usage. To the 
extent that limitations in staff and time permit, these disposals and losses are 
verified and documented. Except for certain major items (e. g., aircraft, ships) 
no statistical records are maintained summarizing these actions. 

Allowing for disposals and losses, it may be stated that a high proportion of 
the major items of equipment furnished by MAP are available in the Near 
Bast region now for use if needed for defense against Communist aggression. 


Mr. Passman. Thank you, Mr. Secretary. 

Has any part of the aid budget for fiscal 1958 been shifted from 
military to economic purposes, or vice versa, in the region that we 
are now discussing ? 

Mr. Murrny. No, sir. 


USE OF DEVELOPMENT LOAN FUND 


Mr. Passman. To what extent do you propose to use the Develop- 
ment Loan Fund in the Near East and south Asia, if the Congress 
should continue such a fund ? 

Mr. Moureuy. That question at this point is impossible to answer, 
Mr. Chairman. I would give a general answer along these lines: 
That the underdeveloped countries of this area are by their nature 
eligible for assistance under the Development Loan Fund. If they 
should submit applications which meet the criteria of the Loan Fund 
and if those applications are approved, the Development Loan Fund 
will be used in that area. Since that Fund is definitely not programed 
country by country in advance, I could not possibly give an answer as 
to how much in 1959 will be loaned to the countries in that area. 

Mr. Passman. How would you like for the members on this side 
of the table to be appropriating money even for programs in America 
without any more justification than you have made, and based upon 
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the information that you have given, to the effect that you do not know 
what the plan is at this time ? 

Mr. Morpuy. Mr. Chairman, I think that the Congress has appro- 
priated for programs in America on this basis. They have authorized 
capital for the RFC and aid to small businesses. 

r. Pinenday. I am dealing with programs and regions now. 

Mr. Murrny. I know, sir, but that is an appropriation for United 
States assistance to businesses in the United States and the Congress 
did not know in advance, when it made the appropriation or the 

authorization, how the money was going to be loaned out. 

Mr. Passman. If you are going to try to compare this with a bank- 
ing institution like the Export-Import Bank or the World Bank—— 

Mr. Morpuy. I used the example of the RFC. 

Mr. Passman. Yes, but the RFC had different standards altogether, 
did it not? 

Mr. Murrny. I am talking about the principle of Congress appro- 
priating money without knowing in advance how each dollar is going 
to be used. 

Mr. Passman. Is that not stretching the point right down to the 
brink? 


Mr. Morruy. Iam sorry. 


TOTAL AID TO NEAR EAST AND SOUTH ASIAN COUNTRIES SINCE 1945 


Mr. Passman. How much aid has the United States given to coun- 
tries in this region since July 1, 1945? Do you have the data that far 
back ? 

Mr. Murrny. No, sir. 

Mr. Passman. How far back? 

Mr. Mourrny. In connection with the mutual security program, 
which is 1947 forward. 

Mr. Passman. Let us go back to that date. 

Mr. Murrny. I will have to give it to you by country. 

Mr. Passman. Give the total and then insert it by country, if you 
like. 

Mr. Moreuy. I have it both ways. 

On the military side, through the end of 1958 fiscal year, the total 
aid extended will be $3,550,355,000. 

On the military side, ‘the same date, $2,854,748,000. 

That would make a grand total, Mr. Chairman, of $6,400,000,000, 
approximately. 

Mr. Passman. Thank you, Mr. Murphy. 


POLITICAL SITUATION IN NEAR EAST AND SOUTH ASIA 


Mr. Secretary, I am sure the committee would like to hear your 
comments concerning conditions in that region today as compared to 
1948. 

Mr. Rountrer. Mr. Chairman, I would say first that it would be very 
difficult, if not impossible, to demonstrate the precise accomplish- 
ments over a period of years of this program. One can only draw 
general conclusions and make very broad estimates. I believe that the 
situation about which we speak today would have been infinitely 
worse if the Congress in its wisdom had not provided to the executive 
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branch this foreign-aid instrument for achieving the objectives which 
we set for ourselves in that part of the world. 

As to the difference in the situation existing at the time you men- 
tioned and today, we still have a situation in which all of the coun- 
tries in the area are independent nations. No country in the area has 
become a Soviet satellite. We believe that all of the countries wish to 
maintain their independence and sovereignty. We believe at the same 
time that they wish to progress economically and to achieve a greater 
measure of stability. 

If it had not been possible for us to help them in the achievement 
of these objectives, I personally believe that the possibility of their 
retaining their freedom and independence would have been seriously 
diminished. 

We have achieved through this program very great things which 
are in line with the objectives that I have mentioned. 

Mr. Passman. Thank you, Mr. Secretary, but I do not know whether 
I ask questions in an understandable manner. 


EFFECT OF MUTUAL SECURITY PROGRAM IN REGION 


We should like to know whether or not, in your opinion, there is 
less turmoil in this region now than when we started the program, 
and whether or not, in your opinion, there is a sounder economy now 
than at that time. Further, is there more support today for our 
policies than existed when we started the program 

Mr. Rountree. I cannot give you a simple, quick answer to that, 
but I would like to comment. 

Mr. Passman. We should like to hear your comment. 

Mr. Rountrer. The situation varies widely in the various countries 
of the area. I would say that in Greece when we undertook the 
program at the time you mentioned, it was really touch and go as to 
whether Greece would collapse, but partly because of our aid the 
Greeks were able to survive the Communist-inspired guerrilla war 
and were able to reestablish their economy so that today the Greek 
economic situation, relatively speaking, is quite good. The security 
situation in Greece is infinitely better than it was before, by virtue 
of that fact, also because of the aid that we have extended both to 
Greece and Turkey, the security of Turkey is far more assured today 
than it was at the time when it appeared that Greece might collapse. 

You will recall that after the war, the situation in Iran was highly 

recarious as a result of the Soviet activity in that country. The 

ranian situation has gone through many stages since then, but today 
Iran is relatively stable, and is progressing quite nicely in its eco- 
nomic program although they have problems ahead. The Iranian 
nation, along with Turkey, Iraq, and Pakistan, has joined in the 
Baghdad Pact, a collective security arrangement which contributes 
a great deal to the stability and orientation of the area. 

There are problems in the Middle East that give us grave concern. 
Many of these problemes are beyond our control, but we try to do what 
we can to help work them out. However, there is, of course, only so 
much that the United States, as a single nation not a direct party to 
these disputes, can do. 

As a result of these disputes which have been used extremely suc- 
cessfully by the Soviet Union, there has been created in the Middle 
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East a situation in which a number of the countries, though not Com- 
munist, satellites by any means and which we are convinced wish to 
maintain their independence, have pursued policies that we have not 
welcomed. 

I would say that a country-by-country survey of the Middle East 
and South Asian region would indicate that there is a strong friend- 
ship for the United States and a strong determination on the part of 
these nations to maintain their freedom and independence. I would 
like to emphasize my firm conviction that if it had not been for sub- 
stantial American aid at critical times, the situation in the Middle 
East and South Asia today would be infinitely worse than it is. 

Mr. Passman. Thank you, Mr. Secretary. 

I think the Turkey-Greek aid was begun prior to the overall pro- 
gram with which we are dealing now; was it not ? 

Mr. Rountree. It was inaugurated in 1947. However, we men- 
tioned 1948 as the beginning of the period about which Mr. Murphy 
spoke. 

Mr. Passman. The Turkish-Greek program started prior to the 
overall program for the entire region, did it not? 

Mr. Rountrer. It was inaugurated before, but it was also an im- 
portant element of so-called Marshall plan. Once the Marshall plan 
came into operation 

Mr. Passman. I think we all agree that without our aid Turkey and 
Greece are two places where anything might have happened. 

Some of these squabbles out in the Middle East have been going on 
for generations, if not centuries; would that be a correct statement ? 

Mr. Rountres. Not in their present form. 

Mr. Passman. Maybe not in their present form, but the overall 
disputes between the Arabs and the Jews, has that not almost been an 
age-old problem ? 

Mr. Rountree. Not as a national issue, only as quarrels between 
people. Here we are talking about international disputes. For ex- 
ample, we are talking about the international dispute between the na- 
tion of Isreal, which is a new one, and the Arab States, some of which 
are new. We are talking about the various ramifications of that issue 
which have spilled over into the relations between several countries. 
We are talking about the disputes between India and Pakistan, both 
of which are new nations. We are talking about disputes concerning 
the sovereignty of Cyprus, or the future of Cyprus, which is not an 
ancient dispute; it is one of relatively new date. 

Mr. Passman. Mr. Secretary, in these countries where we started 
the program, even in 1947, countries such as Greece and Turkey, we 
now continue the program, do we not? 

Mr. Rountree. Yes. 





CONSIDERATION OF UNITED STATES ECONOMIC CONDITIONS 


Mr. Passman. What would be your position if we should get into 
another depression where the economy of this country just could not 
continue to support a worldwide program:on the basis that we are 
supporting it today? What would be your position if we should 
reach the point where our economy just could not absorb the continua- 
tion of these tremendous drains, which in all probability amounted 
to between 8 and 10 billion dollars annually ? 
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Mr. Rountree. Stated the way that you have put it—that is, as- 
suming that a situation had arisen in which it was a fact that the 
United States could not continue its foreign aid programs—then 
indeed no speculation on my part would improve that. 

I do not believe that the national interests at the present time 
should permit us to reduce the level of aid which the administration 
has recommended for the coming year in the light of the administra- 
tion’s knowledge of the economic situation in this country. 

Mr. Passman. Mr. Secretary, do not consider me impolite when I 
refer to the past, but the same type of case has been presented for 
many years, and each succeeding year it was established that they 
could get by on less money. I cannot believe that this program, which 
is now some 11 or 12 years old, has been completely perfected since 
we handled this appropriation a year ago, and I cannot agree that 
these agencies all have to receive money on the level that they are 
requesting it. I am sure that somewhere along the line we are going 
to have to bring some of these things to the minimum rather than 
the maximum, In order to live up to our commitments and get our 
feet back on the ground. 


PROGRAM IN PAKISTAN 


Several allegations have been made to me to the effect that our 
foreign aid program in Pakistan has been poorly managed and is 
now in rather bad shape. I am sure that the committee is interested 
in receiving the facts. Therefore, I wish to ask several questions 
relative tothe program in that country. 

Please enumerate for the committee all existing Pakistan projects 
now underway. 

Mr. Rountree. Under the aid program ? 

Mr. Passman. Yes. 

Mr. Betz. There are quite a few of these, Mr. Chairman. 

Mr. Passman. With the committee’s tolerance and the witness’ toler- 
ance, we shall take our time on these hearings until they have been 
completed. We are dealing with about a $4 billion problem, and what 
we do today or tomorrow could have a serious effect upon the economy 
and the welfare of this country 20 years hence. I shall not be in a 
hurry and I shall ask that you not be ina hurry. Take your time and 
please answer in detail. 

Mr. Betxt. You wish to know the names of the projects? 

Mr. Passman. Yes; I should like to have that. It is not classified, 
is it? 

Mr. Bett. No, sir. 

The first project listed here is agricultural development and fhe 
others are as follows: Soil mechanics laboratory, soil and water con- 
servation, Taunss barrage, ground-water survey, plant protection, 
forest laboratory, West Pakistan fisheries, East Pakistan fisheries, 
agricultural workshops, Chittagong Hill Tracts (forestry manage- 
ment), geological survey, Karnaphuli multipurpose, Daud Khel fer- 
tilizer factory, industrial research center, industrial productivity 
center, engineering services, East Pakistan roads development, West 
Pakistan roads development, railway rehabilitation, aviation ground 
facilities, civil air transport, labor relations, malaria control, post- 
graduate nursing, medical instrument repair, Basic Medical Science 
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Institute, general public health advisory services, college exchange, 
superior civil service, public and business administration, statistical 
services, village aid, atomic energy development, audiovisual aid, and 
general technical support. 

Mr. Passman. Those are under the technical aid? 

Mr. Betu. Yes, sir. 

Mr. Passman. Let us get into the other programs under “Defense 
support” and “Economic aid” and “Special assistance,” if there are 
programs in those categories. 

Mr. Bett. We have no special assistance programs. The defense 
support program in Pakistan in 1958 is entirely commodity financing, 
not project programs. 

Mr. Passman. Do you have any flood-control projects or drainage 
projects in Pakistan ? 

Mr. Brtx. There is no flood-control project, as such; no, sir. 

Mr. Passman. How about drainage canals? 

Mr. Betx. There is no drainage project at the moment. There have 
been studies made on problems of soil salinity, which has suggested the 
desirability of soil-drainage activity but no project exists at this time. 

Mr. PassmMan. How many projects do we have underway out of the 
category of defense support and economic aid ? 

Mr. Betx. All of the projects in Pakistan funded in fiscal year 1958 
as of this time are under “Technical cooperation.” 

Mr. Passman. You have no defense support for Pakistan ? 

Mr. Betz. It is for 

Mr. Passman. All commodities ? 

Mr. Bex. Yes, sir. 

Mr. Passman. They are not working on a canal to try to store 
water coming from Afghanistan ? 

Mr. Beiu. There is a dam at a place called Warsak on the Kabul 
River. That is provided under Canadian aid to Pakistan. 

Mr. Passman. Do you plan any of these projects out of the 1959 
program ? 

Mr. Betu. In 1959 we proposed to continue the bulk of these proj- 
ects which I have read in technical cooperation. 

They are listed in the book on page 129. 





PAKISTAN GRAIN STORAGE FACILITIES 


Mr. Passman. Do you contemplate building some grain storage? 

Mr. Betu. There is an old project financed out of 1956 money for 
some marine terminal facilities at Karachi for the unloading of grain. 
It is an elevator with an unloader of an endless belt conveyor type 
that moves the grain from the ship into storage tanks. That is not 
yet built but the engineering is in process. 

Mr. Passman. That was planned and programed several years ago? 

Mr. Betx. Yes, sir. 

Mr. Passman. Approved, disapproved, reapproved and reap- 
proved ? 

Mr. Betx. There was a question regarding the manner in which the 
contract was let and the contracts were cancelled, new bids were in- 
vited, and so forth. 

Mr. Passman. Have you continued to carry that as an obligation 
out of your funds? 
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Mr. Betx. It is continued as an obligation. 

Mr. Passman. How old is that obligation and how were you able 
to continue it for such a long period ? 

Mr. Be.x. The obligation was made when the project agreement 
was signed. There were cumulative obligations through 1957 in the 
amount of $1,540,000. I cannot tell you offhand what the exact date 
of the funds for that obligation was. I can get that for you, how- 
ever. 

Mr. Passman. Prior to, or subsequent to, this date? 

Mr. Bet. Prior to. 

Mr. Passman. Could you give us an estimate of the number of 
years that you have been carrying this particular project as an obli- 

ation ? 

Mr. Bett. I would have to check and be precise about the date. 

Mr. Passman. Would 5 years be accurate ? 

Mr. Bex. Pretty nearly. 

Mr. Passman. Here is an obligation that has been outstanding for 
5 years, carried as an obligation, when we do not get approved the 
design contract ? 

Mr. Bet. First there was a design study under contract to be made, 
and then there was to be a contract to prepare specifications for the 
actual construction of the facilities. It is quite true that the imple- 
mentation of this has been rather unhappy, very unhappy indeed, 
stemming first from the fact that the procedures which were gone 
through for the selection of the contractor and the provision of design 
were held to be improper, or at least not the best. The whole pro- 
cedure had to start all over again. 

Mr. Passman. Is it not true that at one time the contract was ap- 
proved and there was a protest from the other side of the Hill? 

Mr. Bex. Yes. 

Mr. Passman. Could that be interpreted as critical interference 
with the project that ICA had already approved ? 

Mr. Bett. I am not certain. 

I do know this: There was a feeling apparently on the part of some 
Senators that the procedure followed to invite bids had not offered 
full opportunity to all concerned. I was not here at the time, since 
I happened to be in Denmark, but, as I understand the case, Mr. Stas- 
sen finally decided that in view of the representations he would can- 
cel everything that had been done and we would start over. The 
only thing that was not canceled was that which was still under obli- 
gation to the Government of Pakistan. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Here is an obligation of $1,540,000 that you are 
carrying for a project in Pakistan. The obligation has been kept on 
the books for 5 years, more or less, and at this time you are not in a 
position to state whether or not a firm contract will be awarded in the 
immediate future, are you ? 

Mr. Betu. I have found that according to the books on major open 
projects, which, I believe, can be available to the committee, most of 
the funds for this project, $1.39 million of the $1.54 million total, were 
provided in fiscal year 1956. 

Mr. Passman. That is 4 years old? 
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Mr. Betz. No; 3 years ago. 

Mr. Passman. 1956? We are considering 1959 at this time, are 
we not? 

Mr. Betx. We are presently considering 1959, but we are in the 
year 1958, 

Mr. Passman. You are claiming obligations after June 30, 1958, 
which would make it 4 years, would it not ? 

Mr. Betz. Three years. As far as the status of the project is con- 
cerned, a design engineering contract, or a design survey contract was 
awarded. The engineer prepared a report, and this report was then 
the subject of considerable discussion became there was a difference 
of view as to whether the structure should be made of steel or concrete. 

This difference was finally resolved in favor of concrete on the 
ground that this would involve a lower expenditure by the United 
States and would make it easier for the construction job. It would 
mean a larger expenditure for Pakistan but a lower one for us. The 
contract has been awarded to the engineers, to prepare the detailed 
construction drawings. The contractor has that contract, which 
was signed on the 11th of April, and he has 150 days in which to do it. 

Mr. Passman. That is only for the drawings? 

Mr. Betz. That is what he will produce which will permit bids to 
be invited for construction. 

Mr. Passman. Which means it could be another year ? 

Mr. Betx. It could be another year. 

Mr. Passman. Two years before you finally got around to award- 
ing a contract to the firm that will construct the. grain elevators ? 

Mr. Bet. I would say the likely time would be another 9 months. 


PRIOR YEAR OBLIGATIONS OUTSTANDING 


Mr. Passman. How many contracts do you have in Pakistan in a 
similar category ? 

Mr. Bett. You mean how many other projects? 

Mr. Passman. Other open projects for this country that are not 
firmed up. 

Mr. Bett. I will have to look through here to see if there are an 
that might correspond to that. There is part of an old project with 
regard to a sawmill. 

Mr. PassmMan. How much money is reserved for this sawmill ? 

Mr. Betx. At the moment we have approximately $341,000, I be- 
lieve. I would have to check that exact figure for the record. 

Mr. Passman. How long has that obligation been outstanding ? 

Mr. Betz. This is an older one. I do not seem to have the exact 
date here, but my recollection is that it was first obligated in 1955. I 
would not swear to that. 

Mr. Passman. There is a contract outstanding for a sawmill in 
Pakistan and you are still carrying that as an obligation. What has 
held up the construction of the sawmill ? 

Mr. Betx. It has been held up largely because of the difficulty with 
regard to the technical problems involved. That is, the question of 
location, the question of how the plant would be operated, how it 
would be managed, and what size it should be. 
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It is not a part of the project on which we are very proud of our rate 
of performance. 

Mr. Passman. Are there any other projects in that general category 
in Pakistan ? 

Mr. Bex. I would say that these two are probably the ones that 
caused us the most difficulty. 

Mr. Passman. With respect to your explanation on those two proj- 
ects, of these old outstanding obligations, is that situation charac- 
teristic only of Pakistan, or are there similar projects open in other 
countries ? 

Mr. Bex. I would suppose that out of some several thousand proj- 
ects there are perhaps others which have similar types of difficulties. 

Mr. Passman. We selected 2 or 3 countries to dig into as deeply as 
we could and to develop information of the type that you are not 
going to volunteer to us. We found out that when we got into Laos 
and put our finger on some of the practices they said, “It is so.” 

I think the committee knows that you want to cooperate, but if you 
want to take some extra time and if you want to delay the hearings for 
a week and get all of these projects for this committee, such as where 
they have been pending for years, and where you are still carrying 
them as an obligation, by country and by project, we are agreeable. 

You know, and I know, that a contract for $1,390,000 3 years ago, in 
all probability, would not be firm today. That could just as easily 
apply to the sawmill. 

ff the record. 

(Discussion off the record.) 

Mr. Passman. I wonder if you would try to get us a list of all of 
these projects, where you have reserved and carried them as an obliga- 
tion for, let us say, 1956 and 1957. Please get that information for 
the time prior to 1957. Will you try to provide the data for us on a 
country-by-country basis, and the total ? 

Mr. Murpny. Yes, Mr. Chairman. 

You understand that that will be quite voluminous. Our project 
reports that we get each quarter from the mission do show with respect 
to every project that has ever been started, which is at the moment 
unfinished, the financial status from the inception of the project. 

Mr. Passman. You would not say the sawmill and the grain elevator 
are started, would you? 

Mr. Mourpny. Let me change that. 

Mr. Passman. They are in the paper stage, are they not ? 

Mr. Mureny. Let me say obligated, and then I will avoid any in- 
ference of physical activity at the moment. 

Mr. Passman. I shall amend my request and limit it down to those 
projects where you have reserved and carried them as an obligation 
and have not yet started them. Will you provide us that data, country 
by country, project by project, and the total amount, and state whether 
or not at this time you believe that the cost estimate is up or down? 

Mr. Miter. From 1957 back ? 

Mr. Passman. Yes, 

There is no use in doing it otherwise. We are interested in these 
old projects which in all probability should be revised upward, or 
taken out and no longer be carried as obligations unless we are going 
to go through with them. 
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I do not know why you would be needing 3 or 4 years to decide what 
type of sawmill should be built in Pakistan. 

r. Murpuy. Yes. However, I am wrestling with the difficulty 
that your word “started” presents us with. 

Mr. Passman. Those that you have not yet started. 

Mr. Murpuy. Thatisit. The word “started.” 

Mr. Passman. I am not talking about paperwork. I am talkin 
about the driving of nails or the pouring of concrete. I do not think 
the committee is interested in the paperwork. We want to know how 
many projects you have started. 

You came before this committee and said you were going to build 
a sawmill and a grain elevator in Pakistan and you said they will 
require this amount of money. Here you are going into the fourth 
year and you have not poured any concrete or shipped any mills. 

Mr. Gary. On which construction has commenced. 

Mr. Murpry. Suppose it is not a construction project ? 

Mr. Passman. Then we want your explanation as to what kind of a 
project it is. 

Mr. Mourruy. I would like to offer a solution. 

Mr. Passman. What do you have in mind ¢ 

Mr. Murruy. We have every conceivable type of project. . 

Mr. PassMAn. Lagree that you do. 

Mr. Murruy. Let me see if I can explain how the things work and 
make a suggestion and then see if it will be acceptable to the committee. 


OBLIGATION STAGE OF PROJECTS 


We have reached the obligation stage of these projects when we 
actually reach an agreement with the other country and sign a project 
agreement which creates the obligation for the United States to do the 
job. 


IMPLEMENTATION STAGE OF PROJECTS 


The next stage is what we call the implementation stage and that 
is reached at what we call the subobligation stage, when the order 
goes forward to furnish a technician, when the order goes forward to 
sign a contract, or it goes forward to set up a course of training for a 
participant in X university for a special course, the subobligations are 
all reported on our books and they are what we call the start of imple- 
mentation. If you take a construction contract where the contractor is 
going to build a plant and you use the word “construction” as your 
criteria, you will eliminate 6 months of ordering material, delivery of 
materials, before any ground is broken or any physical activity on 
the site occurs. Nevertheless, the project is underway by the reason of 
the fact that the order has been given to issue the contract and the 
contract has been let. 

I would be pleased, Mr. Chairman, and it would be relatively simple, 
although voluminous, for me to provide the committee with the project 
reports which would show which of the projects have been obligated in 
fiscal year 1957 and before, and which have not yet reached that sub- 
obligation stage. 

As I say, that would be voluminous but it would be much less 
voluminous than the other. 
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Mr. Passman. Let us make it on the voluminous side. 

Mr. Murrny. If you want to use the criteria of actual start of 
physical activity on the site, Mr. Chairman, the only possible way 
that I could get that would be to send a cable to each mission in the 
world. I would have to tell them to list the projects on which we 
have obligations and where there has been no physical activity on 
the site. There is no way in Washington that we can tell whether 
armeoay has actually stuck a spade in the ground and turned over 
earth. 

Mr. Passman. Are you in a position to ask for the appropriation 
until you know whether they stuck a spade in the ground? 

Mr. Mourpuy. If you are going to do it on a project basis and if 
you know phase 1 is the construction of the building and phase 2 is 
the supplying of equipment for the building, and phase 3 is the 
management contract, the fact that you have already completed all of 
the preliminary steps on phase 1 means that you will have a building 
shortly and you had better start ordering equipment for it. You do 
not have to know whether or not on that precise date somebody is 
actually sticking a spade in the ground to build the foundation. 

Mr. | Senne Have you ordered that sawmill yet ? 

Mr. Morrny. Mr. Bell will have to answer that. 

Mr. Passman. Have you ordered the sawmill ? 

Mr. Bett. No. 

Mr. Mureny. That would appear in the list as subobligated activity 
and no activity occurred. 

Mr. Mrtier. Would it be all right to do this: Could you get infor- 
mation as to whether the material was on the site or whether it was 
being delivered? It seems to me that it would be easy enough to 
know whether the work was going forward and whether there was 
some difficulty in supplying the material. 

Mr. Passman. We will take it in different phases. As a layman, I 
want to be able to understand it. 

No. 1, when you made the commitment to the nation; No. 2, when 
you obligated the money. Do you understand ? 

Mr. Morrny. At the same time. 

Mr. Passman. 1957. We are not going into 1958. 1957 and back 
and whether or not the project has been advanced to the point that 
you have placed the order for equipment and have gone on into the 
next category, the number of them where equipment has actually been 
shipped on the order. We are pinning down Pakistan because you 
have nothing but paperwork on a sawmill and a grain elevator, and 
that has been in progress for several years, and you continue to carry 
the projects as obligations. 

Mr. Murpnuy. Yes, sir. 

Mr. Passman. How long are you permitted under law to carry 
obligations for a project not started, other than just the paperwork ? 

Mr. Mourruy. Until it is discharged. 

Mr. Passman. Indefinitely ? 

Mr. Murpny. We agreed to build a sawmill or a project, and our 
obligation holds unless there is a breach of that agreement. 

Mr. Chairman, I will be happy to collect this information for you, 
but I hope the committee will understand that it will require going to 
each mission with an inquiry. It will take time to dispatch the mes- 
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sages and to get the replies in. It will be some time before we can 
answer that question completely. 

Mr. Passman. Please do this as expeditiously as you can. It will 
be several weeks before this bill is reported. 

Mr. Murpuy. Yes, sir. 

(The information requested appears in the appendix on p. 1509.) 


FOREIGN CURRENCIES OWNED BY UNITED STATES 


Mr. Anvrews. A report filed by the Legislative Committee in con- 
nection with H. R. 12181, on page 12 states that the United States 
owned last December 31 the equivalent of $1,663,289,740.22 of foreign 
currencies. 

Mr. Gary. The amount is growing steadily. 

Mr. Passman. I want to thank the gentleman from Alabama for 
bringing up this point. 

Mr. Tazer. If you turn to page 131 of this book on Pakistan it 
appears there tliat there are local currency projects proposed to be 
administered by ICA of $——— equivalent. 

Mr. Murreuy. Yes. Those local currencies are planned for use in 
fiscal 1959 for projects indicated on the left hand stub. There is a 
further table on Pakistan on page 135 which gives you more generally 
by categories the total utilization of local currencies during fiscal 1959 
in Pakistan in the shaded area. Off the record. 

( Discussion off the record.) 

Mr. Forp. Does that mean, for example, that up to$ equivalent 
of rupees will be used presumably for the pay of soldiers and indi- 
vidiosl sapiiliee for the use of the army out of the local ece nomy ? 

Mr. Murpnuy. Yes. The balance of $——— million equivalent will 
be used for economic purposes. The utilization of that by field of 
activity is pointed out above—agriculture, industry, and mining, trans- 
portation, and so forth. 





USE OF LOCAL CURRENCY IN PROGRAMING 


Mr. Anprews. If you use $———— million of local currency in this 
program, is it added or taken from the total amount of the dollar 
a that we have planned for the fiscal year? 

Mr. Murpuy. The so-called mutual security program currencies 
which amount to $———— million are included in fiscal 1959 and prior 
year dollar appropriations. ‘They will either be proceeds from the 
sale of agricultural products which were financed by mutual security 
program dollars or counterpart generated “3 the financing of an 
import program for Pakistan. The Public Law 480 utilization is 
added to the mutual security program. 

That represents the sale of agricultural surpluses under another law 
where the rupees are able to be used for purposes that are consistent 
with the mutual security program, and, I hasten to add, without which 
you probably would have to have additional mutual security appro- 
priations. 

Mr. Anprews. So the total is the amount of dollars the Congress 
appropriates plus Public Law 480 funds? 
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Mr. Mourreuy. No; you cannot put it that way. In Pakistan that is 
right but that is not the case in every country in the world. 

Mr. Anvrews. I wish you would insert in the record the total amount 
over and above the amount appropriated for the 1958 program that 
has been used to supplement the foreign-aid program. 

Mr. Denton. Overall ? 

Mr. Anprews. Yes. 

Mr. Denton. I asked for it in this particular area. When Mr. Bell 
was here I asked him to give me a statement on Public Law 480 and 
country contributions. I can find 6 or 8 pages that show country con- 
tribution, and that is all. 

Mr. Murrny. Complete details on every country for Public Law 
480 are in the books. The difficulty is the country’s contribution from 
their resources. 

Mr. Denton. I asked them to make a chart for me in the record of 
the hearings. 

Mr. Anprews. What I would like to know is how much this pro- 
gram cost the United States in 1958, first, in American dollars; and 
second, in foreign currency from any source, and put in this foreign 
aid program. That would be simple to do, would it not ? 

Mr. Murrny. I hate to appear to make this difficult, but this is 
a very complex subject. The dollar part is very simple. The local 
currency so far as mutual security program generation is easy, but if 
we add it to the first, we are double counting the dollars. Under Pub- 
lic Law 480 we can spell out the sales to every country, but to suggest 
that a sale of $150 million of agricultural surpluses in country X 
supplements the mutual security program, where we otherwise have 
a $4.5 million technical assistance program, I have difficulty showing 
that. A lot of countries do not have this program. 

Mr. Passman. Weare referring to sales to these countries ? 

Mr. Murpuy. Yes, sales of agricultural surpluses for local cur- 
rencies. 

Mr. PassmMan. But the local currencies are spent in that particular 
country to help its own economy ? 

Mr. Moreny. Part of it is. 

Mr. Passman. Consider Pakistan. For what they receive out of 
Public Law 480, you accept local currency and they use that local 
currency in their own country on projects? 

Mr. Murrny. I am pointing out there are portions of the local 
currency that are not used for the country. 


PUBLIC LAW 480 SALES IN PAKISTAN 


In Pakistan in 1958 there were sales of agricultural surpluses un- 
der Public Law 480 totaling $65.4 million in market value ; $13,250,000 
% rupees were reserved for United States uses, $15,350 000 were made 

yailable to the Export-Import Bank, and the balance of $35,800,000 
was made available partly under section 104 (c), military assistance, 
and $38,400,000 under section 104 (g), which is loans to Pakistan. 

Mr. PassMan. The difference remains in their own economy ? 

Mr. Murrny. It all remains in their own economy. 

Mr. Passman. We call it a sale, but in res ility it is a sale only tech- 
nically. We never realize any repayment that comes back to the 
United States Treasury ? 
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Mr. Morpny. In the first instance all the money is paid to the 
United States Treasury. 

Mr. Passman. Paid by whom? 

Mr. Murrny. By the Pakistan Government, and we take beneficial 
title at that point. 

Mr. Wiceiesworrn. Mr. Chairman, can I get a word in here? 

Mr. Passman. Yes, sir. 

Mr. WicetesworrH. There are certain needs in Pakistan for ex- 
ample for which local currency is useless. They must have foreign 
exchange. Is that not correct? 

Mr. Murrny. Absolutely. We find in 1958 those needs are $———— 
million. 

Mr. Wicctesworru. All the local currency in the world would not 
take care of that? 

Mr. Mureny. It could not be substituted, that is right. 

Mr. WiccieswortH. You have in each country a certain amount of 
local currency from various sources. Is my understanding from 
what you have said correct that in Pakistan, for instance, the total 
available local currency is known and that insofar as that can be 
used for Pakistan’s demands it is used and that American dollars 
come into the picture only after that has been taken into consideration ? 

Mr. Murruy. That is absolutely correct, and we even go further and 
make a projection of our expec ted sales under Public Law 480 duri ing 

the future fiscal year and count that in our calculations. 

Mr. Wiccteswortn. That general picture is true not only for 
Pakistan but across the board ? 

Mr. Murrny. Throughout the world. 

Mr. Passman. Does this mean that if you did not have this amount 
you would be asking for more dollars ? 

Mr. Murpny. No, it does not. The individual countries, to-wit 
Pakistan as an example, there is no question in my mind but that if 
Public Law 480 funds were not available we would be asking for a 
dollar appropriation at least equivalent so far as the military budget 
is concerned. But many countries have Public Law 480 sales and if 
the sales did not occur it would not produce a dollar request to the 
Congress for aid. Country X isanexample. We have a $4.5 million 
technical assistance program in country X. If we did not sell them 
$150 million of agricultural surpluses we would not be asking for 
appropriations of $150 million. 


SALE OF SURPLUS AGRICULTURAL COMMODITIES 


Mr. Passman. Getting away from Public Law 480 and all other 
laws, what part of the total appropriation request from the Congress 
this year will be used by the recipient nations to buy agricultural 
products produced in America ? 

Mr. Mureny. A minimum of $175 million of the appropriations 
must be used not only for agricultural products but for agricultural 


products which are surplus in the United States. In addition to that, 


large amounts of money under the program are expected to be used 
for agricultural products in the United States which are not in sur- 
plus supply. 


25164—58——_50 
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Mr. Passman. Since we have almost everything in surplus supply, 
why could we not take out of the bill $175 million and let Public Law 
480 and other laws fill these needs ? 

Mr. Murrny. There is a very good reason, and it is a technical 
reason, why you cannot. . 

Mr. Passman. What is the technical reason ? 

Mr. Mourrny. It could be done if Public Law 480 were amended, 
but under Public Law 480 as it exists today we cannot supply surplus 
agricultural commodities except that which would be in excess of 
normal marketing. That means in any given country until the coun- 
try has bought from the United States or elsewhere at least as much 
as it historically has bought from the United States or elsewhere, 
Public Law 480 cannot come into play. 

Mr. Passman. That is to keep other nations from saying, possibly, 
that the United States is taking their market ? 

Mr. Murpny. I believe that is a consideration. 

Mr. Passman. It is one of the main considerations? 

Mr. Murry. I believe it is. 


LIMITS ON USEFULNESS OF UNITED STATES-OWNED FOREIGN CURRENCIES 


Mr. Passman. Mr. Murphy, are we in agreement that there is a 
limit on the amount of foreign currency that this country could put 
to good use? 

Mr. Forp. For its own benefit or for the program ? 

Mr. Passman. I am asking if there is a limit on the amount of 
foreign currency this country can put to good use in this program or 
any other program. 

: Mr. Morruy. I am not able to define it, but I am sure there is a 
imit. 

Mr. Passman. How will we know when we reach that limit? 

Mr. Mourrny. This will involve a number of factors and it will vary 
from country to country. 

Mr. Morpuy. Consider it overall. 

Mr. Mourpuy. It is impossible to take it overall. 

Mr. Passman. How will you know when you have reached your 
limit in Pakistan as to the amount of foreign currency we should have 
in our possession ? 

Mr. Murruy. I am afraid you are getting out of my competency. 

Mr. Rountree. I might comment on that. 

I think it is very difficult to answer that question unless the question 
has certain other specifications. The amount of local currency in any 
given country that the United States may usefully employ would 
depend largely on the purposes for which the United States could 
properly employ it. For example, there is a limit of perhaps a few 
million dollars a year which the United States can usefully employ 
in running a diplomatic establishment or in meeting other such gov- 
ernmental requirements. Of course, this varies widely from country 
to country, but in any country it is not a relatively large amount of 
money. 

If, on the other hand, local currency could be employed to acquire 
commodities for the United States Government—stockpiling and so 
forth—the amount might be greatly increased. 
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But, as was pointed out earlier, in these countries, most of which 
are operating on a very slim margin or with a deficit in their balance 
of payment, whenever their exportable resources are used in this man- 
ner it increases the deficit in their balance of payment and their need 
for hard currency assistance. 

So it is a very difficult question to answer in general terms as it 
would depend on the country and the circumstances in which the local 
currency might be used. 

Mr. Passman. That is a general answer, but there should be a limit 
to the amount of foreign currency that this country should control 
in Pakistan and all the other countries. 

Mr. Rountree. Regarding the term “control,” sir, I believe there 
are far less difficulties where local currencies accrue to the credit of the 
United States but where there is in existence an agreement between 
the United States Government and the local government that the 
funds can be used for purposes agreed upon, but for the benefit of the 
local people. 


USE OF LOCAL CURRENCIES FOR PRIVATE COMMERCIAL ENTERPRISES 


Mr. Anprews. I am reading from the report of the legislative com- 
mittee on page 12: 

Nothing could be done with such currencies that would be of more direct benefit 
to the United States and would do more to advance the cause of world peace 
than to devise means of meking effective use of these currencies to develop trade 
and promote economic development. 

The committee is continuing its study of this problem and urges the Executive 
to give particular attention to the perfecting of arrangements so that increasing 
amounts of these foreign currencies can be loaned to private commercial enter- 
prises when such enterprises will contribute effectively to economic development 
and the expansion of trade. 

Are you familiar with any such program to make an arrangement 
whereby these foreign currencies could be loaned to business people to 


go in and establish businesses in those foreign countries ? 
COOLEY AMENDMENT 


Mr. Bett. There is a provision in Public Law 480, sir, known as the 
Cooley amendment, which allows for, in the case of Public Law 480 
sales for local currency, turning over to the Export-Import Bank a 
percent of the sales proceeds to promote trade and economic develop- 
ment. 

There is also a provision in Public Law 480, section 104 (g), which 
provides—and this has been exercised quite frequently—for the lend- 
ing of those local currency proceeds to the foreign government for 
economic development. There has been a type of loan made which 
has been very promising. Loans have been made in bulk to local 
credit institutions which in turn relend to private industries, small 
business, in the country as a means of getting private enterprise going. 
This has been particularly successful in India, where funds have been 
loaned to an industrial credit institution. Another example is in 
Turkey, where they have been successful in stimulating private enter- 
prise in the country. 

Mr. Anprews. Thank you. 
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Mr. Morpny. Section 104 (d) of Public Law 480, which is the so- 
called triangular trade provision, enables us to sell to country A and 
use the proceeds to export to country B, and we have had some mod- 
erate success in that. 

Mr. Denton. As I gather, the reason we cannot use 480 and 402 
funds is because of the foreign exchange. A great deal of this is a 
foreign exchange question ? 

Mr. Bett. Y es, Sir. 

Mr. Denton. And we export more products than we import, and 
that is one big reason for this program, is it not? 

Mr. Bez. 1am sorry ; I did not follow that. 

Mr. Denton. I said this program is very largely a question of for- 
elgn exchange? 

Mr. Bei. Yes. 

Mr. Mourpny. If every country was able to sell more than it bought 
and had an excess of foreign-exchange earnings, it could use that 
excess to promote its economic dev elopment. 

Mr. Passman. Are there instances where we are providing money 
in this bill for countries to buy agricultural products of other coun- 
tries that we may have in surplus supply i in this country ? 

Mr. Murruy. Absolutely not. 

Mr. Passman. Is our own United States currency controlled as to 
the amount, the way it is issued, and do we have a limit on the public 
debt ? 

Mr. Murruy. In the United States? 

Mr. Passman. Yes. 

Mr. Murpuy. Definitely, by law. 

Mr. Passman. Do you not think it would be worthwhile if we could 
establish for the record whether or not our department hes uds feel 
there should be a limitation on the amount of a country’s foreign 
currency that this country should own and control? Otherwise, how 
are we going to know when we reach that limit? I wish you would 
get us some information on that question. 

Mr. Mourpuy. I will try to, Mr. Chairman. 

Mr. PassmAn. I think we should know whether or not our depart- 
ment heads feel there would not be any trouble if we wound up con- 
trolling 80 percent of the foreign currency of a country. Do you 
think there is a limit to the amount of foreign currency we should 
control ? 

Mr. Murpuy. The answer to your question is there should be a 
limit. 

Mr. Passman. How should we determine that limit? 

Mr. Murpny. I think it will vary from country to country. 

Mr. Passman. Let us consider it country by country. How will 
you determine that? 

Mr. Murpuy. Well, first of all, Mr. Chairman, let me say, as a mat- 
ter of day-to-day practice, I can assure you the executive department 
does not enter into agreements with another country that would put 
this country in the position of acquiring more foreign currency than 
the United States should have in that country. When you talk about 
how much we control, I am sure you realize that, percentagewise, the 
amount of the sums in relation to the amount in circulation in these 
countries is infinitesimal. 
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Mr. PassmMan. In some countries the state of their currency is such 


that it would require half a truckload to buy a package of cigarettes. 
Is that correct? 


Mr. Murpuy. Yes. 
Mr. Passman. Then why not be businesslike about this? I think, 
sooner or later, we shall reach the conclusion that we should be a little 


stricter and cause these people to respect the American dollar as we 
do. Off the record. 


( Discussion off the record. ) 

Mr. Taser. On page 135 of this Pakistan wail I see two columns 
covering $———— million equiv alent of local currency, and then there 
is another column, labeled “other sources.” What doce that mean ? 

Mr. Murruy. I will be glad to explain that, Mr. Taber. In this 
particular instance, we had Public Law 77, known as the Pakistan 
wheat program, which generated rupees in Pakistan, and this $1,- 
128,000 equivalent that you see in that column is that type of rupee. 
That was a program : about 5 yearsago. This is what is left; $1,128,000 
equivalent. It wasa very large program. 

Mr. Taner. There is no reason for having that column in there at 
all, is there? 

Mr. Mourpeny. Not for 1959. Wedonot have any other sources. 

Mr. Taper. That is all. 


Mr. Passman. Thank you very much, gentlemen. The Committee 
stands adjourned. 


WepNESDAY, JUNE 4, 1958. 
Mr. Passman. The Committee will come to order. 
We shall resume hearings on the program for the Near East and 
South Asia. 
Briefly, before continuing with the examination, I should like to 
hear comment on excerpts from two articles. 


ARTICLE ON OVERSEAS TRIP OF ROBERT MONTGOMERY 


This is from a newspaper column entitled “Around Town with Nota 
Bene”: 


You know our foreign aid program is getting positively ridiculous. I was 
reading only a couple days ago actor Robert Montgomery and his wife were sent 
overseas to entertain the Europeans and create “goodwill” (I wonder if we have 
any friends in the whole world), and they were paid $34,000 of taxpayers’ money 
for the effort. Can you imagine anything more silly? 

Is that a correct statement or is it subject to an explanation, or is 
it untrue in part or wholly ? 

Mr. Morruy. Mr. Chairman, I think it is probably untrue. I would 
like an opportunity to insert in the record at this point a statement 
on it. ; 

Mr. Pass. AN. I should like first to see what you insert. I have in- 
quired in 1 or 2 quarters and have gotten a nod that this was true. 
I should like to know if the Robert Montgomer ys were paid $34,000 
for expenses, and if so by what agency. 

Will you find out about that? 

Mr. Murray. I will. 
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(The following statement was subsequently supplied :) 


Investigation revealed no mutual security funds were being used to finance 
travel or other expenses of actor Robert Montgomery or his wife. In addition, 
it was determined that neither USIA nor the International Exchange Service of 
the Department of State was financing any such expenses. 


SENATOR WILEY’S STATEMENT ON FOREIGN AID 


Mr. Passman. I am sure you realize our responsibility here is not 
to question our foreign policy but to ascertain, if we can, the differ- 
ence between the amount of funds being requested and the amount 
needed to carry out in a reasonable manner the program that is 
authorized. 

I now quote from a statement by Senator Alexander Wiley of 
Wisconsin: 

All charges of waste in the foreign aid program have been run down, analyzed 
and refuted. 

Can you accept that statement as factual ? 

Mr. Murpny. I would say Senator Wiley is probably referring to 
the 85 charges that were made against the Agency. 

Mr. PassMan. They were debating on the Senate floor and Senator 
Wiley said: 


All charges of waste in the foreign aid program have been run down, analyzed 
and refuted. 

Mr. Murreny. I would say the Agency has run down and put the 
facts as it sees them on the record for every charge it is aware of. Ob- 
viously, any we are not aware of we could not run down, but in the 
majority of instances we find the charges are without factual basis. 
We find some instances where the factual basis is correct but the in- 
terpretation is not correct. We find a few instances—and thank 
heavens they are few—where the factual basis is correct and the 
interpretation is correct, but in every such instance we have already 
taken or are in the process of taking corrective action. 

Mr. Passman. Let us get down to the actual facts. We are all 
familiar with the Laos situation. In addition, the Vietnam report 
came through yesterday and so did the report on Cambodia. If the 
Senator is fortified in his position, this committee may be wasting 
a lot of the committee’s time as well as the Department’s time. Senator 
Wiley said: 


All charges of waste in the foreign aid program have been run down, analyzed 
and refuted. 


The Department heads have said: 


Yes, there has been terrific waste and we are doing what we can to correct the 
situation. 

But Senator Wiley makes the statement that all charges have been 
refuted. 

Mr. Morpny. If that is the meaning of Senator Wiley’s statement, 
I will have to say we have found instances where errors have been 
made and we are taking corrective action. 

Mr. Passman. I want to get it in the record that it could not be 
possible that all charges were run down and in all instances there was 
no waste. I was hoping Senator Wiley would correct that statement. 
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INDIA 
SECOND 5-YEAR PLAN 


Mr. Passman. Mr. Secretary, information I have received from 
New Delhi, India, confirmed by articles in the New York Times, in- 
dicates that it has become an accepted fact in New Delhi that the 
Indian second 5-year plan, which began in the spring of 1956, will 
not meet its targets. ‘The reasons stated were that there is not enough 
money in the National Treasury, not enough coming in from other 
i and not enough that can be squeezed out of the Indian tax- 

ers to pay for the hopes of the plan. Therefore, according to the 

- dectiatite which came to me directly and also from the New York 
Times, India’s political leaders have reluctantly agreed that the plan 
would have to undergo important cutbacks, and “that at least $600 
million worth of projects planned in the original $10 billion budget 
will have to be set aside indefinitely. And even with this pruning 
it has been reported that India will face a gap of more than $500 
million between her revenues—including the printing of much new 
money—and her own expenditures. This condition prompts some 
additional questions on the program in India. But first, would you 
care to comment on that information ? 

Mr. Rounrrer. Mr. Chairman, we have been aware for some time 
that because of increased costs and other factors the Indian Govern- 
ment has had to review the magnitude of the program which could be 
financed in the second 5-year plan. Within the past several weeks, 
the Indian Government announced its decision to cut back the pro- 
gram somewhat for the reasons that you have indicated. 

We have viewed this, of course, with two minds, first regretting that 
the full development program cannot be carried out according to their 
earlier estimates, but on the other hand recognizing the value and 
wisdom of taking a realistic look at the program and assuring that 
the hard core of the program will be continued although some of the 
elements must be cut back because of increased prices and so forth. 

Mr. Passman. Does this information not indicate the urgent need 
for a restudy on the part of the United States before proceeding fur- 
ther with aid to India? 

Mr. Rounrres. This has been under study, Mr. Chairman, for a 
considerable period of time. This is not an entirely new factor to us. 


FINANCING OF INDIAN PLAN 


Mr. Passman. Under estimated resources at the present time, it is 
my understanding that the Indian plan includes not only $2.5 billion 
of deficit financing, but, also, $2 billion worth of foreign aid. How 
much of this $2 billion in aid is contemplated from the United States? 

Mr. Rountree. We cannot answer that, Mr. Chairman, at the pres- 
ent time. The plan of the United States Government to help India 
during the current fiscal year was made known some time ago with 
respect to Export-Import Bank loans and development loan funds. 
I think it is safe to say we anticipate aid to India during the forth- 
coming year, but no decision has been made as to the magnitude of our 
aid for the year. 
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Mr. Passman. Do the reports I have cited as to the conditions in 
India not give substance to the numerous claims that our loans have 
not been based upon fully surveyed and engineered projects com- 
pletely specified and costed ? 

Mr. Rountree. I do not believe I would come to that conclusion 
as a result of the stories you have mentioned. 

Mr. Passman. What would be your conclusion ? 

Mr. Rountree. I think, for example, the decision of the United 
States to extend aid to India from the current fiscal year’s develop- 
ment loan funds and from Export-Import Bank funds carried with it 
the understanding that the purposes for which the funds would be 
used would be subject to careful review by the United States in col- 
laboration with the Indian authorities, so that the aid is not extended 
to programs or projects on which inadequate information is available. 

Mr. Passman. Do the Indian 5-year-plan cutbacks not make it clear 
that we have not had the kind of information bankers should have in 
making loans? 

Mr. Rountree. I do not believe I would subscribe to that opinion. 
In the first place, however, the loans we have extended to India are 
not, as you know, extended upon bases normally accepted as banking 
criteria. 

Mr. Passman. That, we understand. 

Mr. Rountree. But I believe the fact that the international price 
situation, as well as the financial situation in India, has had an effect 
upon the Indian plans in years ahead does not necessarily imply that 
the plans were inadequate, unwise, or ill conceived. We recognize 
that, in a forward program of this kind, you have to subject the pro- 
gram to a continuing review and make revisions as necessary to meet 
changing conditions. 

Mr. Passman. Have we not in many cases merely picked up the 
checks for machinery already ordered from the United States or 
elsewhere without asking very many questions? 

Mr. Laruram. No. — 

Mr. Passman. On the basis of the facts as they are indicated to be, 
can much reliance be given to the full faith and credit of the Govern- 
ment of India? 

Mr. Rountree. Yes. 

Mr. Passman. Does it not now appear that the credit extended 
from the Development Loan Fund, repayable in rupees, could, prob- 
ably, turn out to be a concealed gift because of, if nothing else, the 
problems of convertibility ? 

Mr. Rountree. The Development Loan Fund loans are, in fact, 
repayable in local currency, so the problem of convertibility does not 
arise. 

Mr. Passman. What about the other loans, such as Export-Import 
Bank Joans? 

Mr. Rountree. Export-Import Bank loans are made on the basis 
of repayment in dollars, and it is the judgment of those making the 
a that they are bankable. It is anticipated they will be repaid in 

ollars. 
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COMMITMFNTS FOR AID TO INDIA 


Mr. Passman. If our loans to India are followed up by another 
loan or two, will we not, in fact, be committed to underwriting both 
the foreign-exchange and local-resources deficiencies of the second and, 
next, the third 5-year plans without being able to exercise any control 
over the planning or engineering or knowing what our ultimate lia- 
bility might be? 

Mr. Rountree. It is our belief that the importance of Indian de- 
velopment is such that it is in our interest to help India in the problems 
of financing a reasonable development plan. The planning is, of 
course, essentially an Indian governmental responsibility wisiel, in the 
circumstances, I believe has been conceived and executed in a remark- 
ably efficient and constructive way. The Indians have great faith in 
their capability to carry out a program to increase the economy, the 
economic level of activity in India, and I believe the decisions that have 
been made in the past to extend financial aid to India in connection 
with this program have been wise. 

Mr. Passman. Could this liability not amount to a minimum of 
$1 billion and, possibly, run very much higher if we followed the 
procedures now outlined for aiding India? 

Mr. Rountree. Mr. Chairman, I am reluctant to say there is a lia- 
bility. I do not believe that term accurately describes the situation. 
We have indicated what we can do and will do during the current 
fiscal year in connection with appropriated funds. We have under- 
taken no commitments for future years for which they are as yet no 
appropriated funds. I think the level of future American assistance 
to India will be determined in the light of all the factors involved; 
in the light of the progress of the Indian development plan and their 
needs. 

APPLICATIONS TO DEVELOPMENT LOAN FUNDS 


Mr. Passman. It certainly makes me feel better when you say we 
are not obligating ourselves beyond the actual appropriated funds, and 
vet I read in the paper that applications for development loan funds 
exceed $1.5 billion. If not actually obligating funds, are we, per- 
haps, morally committing the United States to making funds avail- 
able? 

Mr. Rounrrer. Applications in excess of $1 billion have been filed 
by those governments with a full understanding of the appropriations 
procedures of the United States Government. They understand the 
Development Loan Fund has been provided a total of $300 million and 
that for next year the executive branch has requested the Congress to 
appropriate an additional $625 million. These governments have put 
in applications for projects many of which, or most of which, have 
been under consideration by them for some time. The vast majority 
of these projects are well conceived and reflect, I believe, considerable 
planning on their part. But there are obviously more project appli- 
cations than we have money to meet, and I think this is understood by 
the governments when they file their applications. There is no com- 
mitment on our part, implied or otherwise, to provide funds for all 
applications that are filed with us. It does indicate, I think, a great 
need on the part of many countries throughout the world for financial 
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assistance in carrying out their development plans. I earnestly a 
that at least a substantial part of them will be found to meet the 
criteria of the Development Loan Fund and that we will have money 
in the years to come to help them. But there is certainly no commit- 
ment on our part in advance of the actual appropriation of the money 
and prior to a review of the applications in the light of the criteria 
set by the executive branch and the Congress. 


LACK OF CONTROL OVER DEVELOPMENT LOAN FUND 


Mr. Passman. Does the fact that a substantial portion of our 
Development Loan Fund is being made available to India not point 
up an important defect in the Fund, which is that it can become a 
device for making what are in effect political grants in aid, under the 
guise of commercial loans, without any effective control by Congress? 

Mr. Rountree. One of the great advantages of the Development 
Loan Fund is that it does make it possible to make loans where 
purely banking criteria would not make the applications acceptable to 
the Export-Import Bank, to the International Bank, or to commercial 
banks. I think the existence of the Fund and the circumstances 
under which we can make soft loans do meet political necessities. 
One of the great advantages of the Fund, and not disadvantage, is the 
fact we do have such flexibility. 

Mr. Passman. I think the statement was made before our committee 
last year that the Export-Import Bank had declined a loan, the World 
Bank had declined the loan, all private lending institutions had 
declined the loan, and the Development Loan Fund stepped in and 
made the loan 


SOCIALISTIC TRENDS IN INDIA 


Is it not true that another factor which should be kept in mind 
is that India is moving toward socialism and that massive help from 
the United States as now contemplated will result in complete nation- 
alization of India and its industry ? 

Mr. Rounrrer. I do not think so. The private sector of the plan 
is an extremely important element of the plan. Of course, in a country 
where they have problems such as India has, governmental functions 
assume considerable importance; but I do not think we should under- 
estimate the importance of the private-enterprise sector of India’s 
program. 

ORISSA IRON-ORE AND PORT PROJECT 


Mr. Passman. Mr. Secretary, I have been informed that the Orissa 
iron-ore and port project in India is a very dubious undertaking, and 
that the estimated contribution from the United States, probably from 
the Development Loan Fund, is $23 million. Is it contemplated that 
this project be included in the program of aid for India; and, if so, will 
you provide a detailed explanation ? 

Mr. Morpuy. Mr. Chairman, the Orissa iron-ore and port project 
in India is not a part of the Development Loan Fund. It is contem- 
plated there will be some financing from the Asian Economic Devel- 
opment Fund made available in 1956. The amount of money, which 
is 100-percent loan, is $20 million, and at a later date Dr. FitzGerald 
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will talk about the Asian Economic Development Fund and will be 
in a position to go into detail on that at that time. 

Mr. Passman. At present the plan is to finance that project out 
of what fund? 

Mr. Murruy. The Asian Economic Development Fund. 

Mr. Passman. That would bea grant? 

Mr. Murry. No; a 100-percen joan. 

Mr. Passman. Repayable in what type of currency ? 

Mr. Murpny. I believe in rupees. 

Mr. Passman. In other words, this is a first cousin of the Devel- 
opment Loan Fund ? 

Mr. Mourpuy. It arises out of the fund made available 3 years ago. 


TERMS OF LOANS TO INDIA 


Mr. Passman. It is stated that limited Russian and Chinese Com- 
munist aid to India must be repaid with punctuality. What are the 
arrangements with India for repayment of aid from the United 
States in the several categories? 

Mr. Bett. The arrangements for repayment of United States aid to 
India are contained in precise loan agreements providing repayments 
on specified dates. I do not have copies of the loan agreements here. 

Mr. Passman. Are they similar to the agreements with other under- 
developed countries ? 

Mr. Bet. Yes. 

Mr. Passman. And the same criteria would apply ? 

Mr. Betz. The normal procedure is, there is a loan agreement which 
is precise in its terms, which is standard in its terms, and which is 
negotiated between this Government and the foreign country, and 
the terms do not vary in the different countries except as to amount. 


REPAYMENT OF LOANS 


Mr. Murpuy. As of December 31 the loans totaled $553 million; 
disbursements had reached $232 million; interest collected was 
$25,900,000; and the principal repayments $2,264,000. 

Mr. Passman. $2 million repayments on $550 million ? 

Mr. Murrny. The disbursements were less than half of the loans. 

Mr. Passman. In what were we repaid, rupees or dollars? 

Mr. Mourruy. I will have to check. 

Mr. Passman. On what particular loan did they pay the $2 million? 

Mr. Murrpuy. All payments on principal and interest are on time. 
There has been no default. 

Mr. Passman. Was the payment in American dollars or rupees? 

Mr. Mourpny. It turns out the total principal and interest I have 
referred to were in United States dollars. They were on a loan made 
in 1951 which amounted to $189 million, which was the Indian wheat 
loan, you will recall. 

Mr. PassMaAn. Yes. 

Mr. Morreny. And that called for repayment in dollars and so at 
this point all the repayments from India have been in that currency. 
The additional loans made to India in 1955, 1956, and 1957 all call for 
repayment of interest and principal in rupees. 

Mr. Passman. Out of $500 million, what amount is repayable in 
American dollars ? 
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Mr. Mourrpry. $189.6 million in terms of dollar repayment. 

Mr. Passman. That was under the old arrangement and not the 
Development Loan Fund and systems under which you are operating 
today. They will be repaid in rupees? 

Mr. Murrny. Yes. 


PRIVATE BANKING INVESTMENT IN INDIA 


Mr. Passman. Mr. Secretary, will you inform us as to the approxi- 
mate total amount of American banking investments in India? Do 
you have that information? I believe we asked for it previously. 

Mr. Berx. This information refers to major private bank loans to 
a made in the last 5 years expressed in million of dollars equiv- 
alent. 

There has been a loan from Germany in the amount of $157 million. 

A loan from the United Kingdom in the amount of $32 million, and 
in addition a loan from the United States of $11 million. 

Sales or IBRD loans estimated at $30 million; and various supplier 
credits of $89 million, for a total of $319 million. 

Mr. Passman. We are pleased to receive that information, but I 
probably did not make the question clear. Will you inform us as to 
the approximate total amount of American banking investments in 
India. 

Mr. Bet. That we will have to try to supply, Mr. Chairman. 

Mr. Passman. At this time, do you recall any large loans by the 
private banks of America? 

Mr. Bett. No, sir. 

(The information requested follows :) 


United STATES BANKING LOANS TO INDIA 


SHORT TERM 


Data on private United States banking claims on India are reported regularly 
in the United States Treasury Bulletin. The end of the year position reported 
by this source for the last 5 years, as shown in the following table, suggests that 
the total of credit facilities extended by United States banks and bankers to 
India outstanding has not been very large. For the last 3 years the figure has 
varied little. At the end of 1957, total short-term claims amounted to $5.6 
million. During the course of a year, the total credit outstanding at the end of 
any given month could be more or less than the amounts shown at the end of 
the year. 


Bank and bankers claims on India—Position at end of period 


{In millions of dollars] 





Calendar year— 




















1953 1954 1955 1956 1957 
NS ots. cab ensteunssenadaaese 3.7 4.9 5.4 5.7 15.6 
sc dtacaiiaine y= mpeeneed| suieeinwals sd ein ahdositiaete auasia it wwenibeaba eal 1.3 


1 Preliminary. 
2 Having a maturity of more than 1 year from date of issuance, excluding long-term securities. 


Source: Treasury Bulletin. 
LONG TERM 


The first long-term claims on India are reported by the United States Treasury 
Bulletin in 1957 and amounted to $1.3 million at. the end of that year. The data 
do not include loans agreed to but not disbursed. For example in 1957, Air- 
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India International obtained a $11.2 million loan from five United States com- 
mercial banks to meet the dollar cost of its expansion program. The full amount 


of the loan agreed to was not reflected in the 1957 figures, but it will be reported 
progressively as disbursements are made. 


The long-term claims data exclude participations by United States private 
banks in IBRD loans. Over the past 5 or 6 years, such participations are esti- 
mated at about $23 million, some of which have already been repaid. The IBRD 
recently approved 2 loans totaling $43 million for port improvements at Cal- 
cutta and Madras. Three private banks (the Bank of America, the Chase Man- 
hattan Bank, and the Irving Trust Co.) will participate in the 2 loans for a total 
amount of $1,705,000. In November 1957, the World Bank, jointly with nine 
United States and Canadian commercial banks, made a loan of $32.5 million to 
the Tata Iron & Steel Co. The $15 million provided by the United States and 
Canadian banks was the largest participation taken in any World Bank loan. 


INITIATION OF PROJECTS IN INDIA 


Mr. Passman. I have received from a correspondent in India this 
description of how the ICA programs get started : 

“The programs get started in many diverse ways, few of them ra- 
tional, systematic, or based on an identifiable policy or pattern. The 
Director appears to have almost unlimited authority, subject to con- 
trol-from Washington; but actually each functional division head in 
the field, such as industry, agriculture, education, etc., works up his 
own programs and sells them to the Director.” 

Has my informant stated fairly the manner in which many of the 
projects or programs get started ? 

Mr. Bett. I think that is a somewhat inaccurate portrayal of the 
situation, Mr. Chairman. It is true enough that the process of pro- 
gram development does involve heads of the technical divisions such 
as the chief agriculturist working with their counterparts in the for- 
eign government in the particular field of activity in which he is in- 
terested. These proposals which he makes for inclusion in a program 
are reviewed both for conformity with previous ideas as to the gen- 
eral direction in which a program should go and for compatibility 
with our resources to provide assistance. They are reviewed by the 
program office, which exists for this purpose. The mission director 
is responsible for deciding whether or not he will recommend it to 
Washington. When they come to Washington they are again re- 
viewed. Most people in the field feel that they are reviewed too much 
rather than not enough. There is a very extended and protracted 
interchange between the field and Washington, and in the mission 
there is considerable activity. I have had this experience in the field, 
and I know the health man always thinks the health program is the 
most important and the agriculturist always thinks the agricultural 
program is the most important. The mission director has responsi- 
bility for determining what part of these proposals make a composite 
package designed to fit the needs. 


FUNCTIONS OF TECHNICIAN IN THE FIELD 


Mr. Passman. You certainly concur that we should be just as 
factual as we can in conducting these hearings, in order to endeavor 
to improve this program. I do not want to involve officials of our 
Government, but it will be necessary at the proper time for certain 
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allegations to be acknowledged or refuted. I quote from a mission 
official whose identity I shall not divulge at this time: 

While no one will put it in writing, my job seems to be creating new requests 
for United States aid and not in giving counsel, advice, or assistance based on my 
own experience and judgment. 

The committee would like to hear some comment concerning that 
statement. 

Mr. Betx. Well, I would make this comment, Mr. Chairman, that 
the job of a technician in an underdeveloped country is a composite 
job. When a technician is interested in one problem in the field in 
which he works, he may find gaps in techniques in the country in 
which he is working which the country may not be aware of. We do 
expect a technician to be alert and to recognize some unrecognized 
needs for improvement in many activities. The fact the foreign gov- 
ernment has not recognized it may, if it is an important gap, justify 
the technician to say, “Here is a gap in your activity. You should 
correct it.” 

In that respect it might be said the technician is responsible for 
creating a need. But this does not mean that is his sole job. 

We may have a man working in agriculture. The foreign govern- 
ment may say, “We want a man to work on seed multiplication.” The 
agriculturist may find that this work will not be profitable unless 
there is an extension service. It may be his duty to point that out. 

So there is a creative activity for a technician, but it is according 
to how you say it. That is not the only reason he isthere. He is there 
to find out what is required to give the technical assistance that is 
requested. 


RELATIONSHIP OF MILITARY ASSISTANCE AND DEFENSE SUPPORT 


Mr. Passman. Defense support and military assistance are closely 
related, are they not? 

Mr. Suurr. Yes. 

Mr. Passman. Why should the amount of money requested for de- 
fense support in fiscal 1959 increase while the amount for military 
assistance decreases for this region ? 

Mr. Suurr. May I defer that to Mr. Bell. 

Mr. Betx. You wanted to know why the amount for defense sup- 
port increases while the amount for military assistance decreases? 

Mr. Passman. Yes. Why should the amount requested for defense 
support increase while the amount requested for military assistance 
decrease in 1959 for this region, if one supplements the other ? 

Mr. Bet. I think the only way I can answer that question is to go 
back to the basis for defense support. 

The requirement for defense support is calculated on a review of the 
economic financial capability of the country as it exists to support the 
military program to which it iscommitted. This capability will vary 
according to the trend of economic development in the country. In 
other words, if the country’s earnings decline, if its relative position 
is worse than it was, its requirement for defense support funds to 
maintain its economic position will be greater even though the size of 
the Military Establishment does not increase. This variation is not 
in direct proportion with the size of the Military Establishment but 
rather with the fiscal position which the country has. 
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OBLIGATIONS AND EXPENDITURES 


Mr. Passman. How do actual obligations and expenditures as of 
March 31 compare with estimates for the full fiscal year 1958 4 

First, for military assistance. ' 

Mr. Suvurr. They compare very favorably, Mr. Chairman, with 
our planned program for fiscal year 1958. 

Mr. Passman. Do you have the estimated amount for fiscal 1958? 

Mr. Suurr. Mr. Shaw, do you have that ? 

Mr. Suaw. If you are talking about the region, we cannot give 
obligations. As I have explained, the accounts are not kept on the 
basis of regional or country programs. Our books show only the 
amount of estimated undelivered balances by country at the end of 
the fiscal year. 

Mr. Passman. Your estimates are based on countries and regions; 
are they not? 

Mr. Suaw. They are. 

Mr. Passman. Then how do you arrive at your needs if you are 
not in a position to give the information by countries and regions? 

Mr. Suaw. The country programs are costed, then on a worldwide 
basis the orders are placed with military departments for delivery in 
accordance with program approvals. 


Mr. Passman. Consider the military assistance estimate for fiscal 
1958. 


Mr. Suaw. For the region ? 

Mr. PassmMan. Yes. 

Mr. Suaw. The value of the fiscal year 1958 military assistance pro- 
gram for this region, Near East and South Asia, is $339,202,000, as 
shown on page 3 of the book. The value of the 1959 program is 
$279,584,000, also shown on the same page. 

Mr. Suorr. Mr. Chairman, if I may paraphrase what Mr. Shaw 
said, we are not able to show 1958 obligations on a regional basis for 
the hardware part of the military assistance program. 

The reason for this, Mr. Chairman, is quite a simple one. We put 
our requirements together for this region on other regions when we 
obligate. For instance, if we are obligating for trucks we do not 
obligate separately for trucks for the Near East region, trucks for 
the Far East region, trucks for the European region, and trucks for 
Latin America. We obligate for trucks, Consequently, it would be 
a tremendous job at this stage of the game to break down where the 
trucks go, where the airplanes go, where the spare parts go, where 
all of the other elements of the hardware program go, on an obligation 
basis by region. ; 

You asked another question. You asked, “How can you make a 
reasonable program if you do not know where your things are going?” 
We do indeed know where our things are going. We know where they 
are being delivered. We know then what is delivered to every region 
and to every country. Our programing process is such that the re- 
quirements are established for every country for every region, but this 
does not relate itself to obligations. Obligations are accomplished on 
a worldwide basis. 

Mr. PassMan. But you still have to check your invoices, covering 


shipments going into each country in a particular region, for the 
amount ? 
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Mr. Suvrr. Very definitely, sir. That does not have any connection 
with obligation. That has a connection with delivery and expenditure. 

Mr. Passman. Why could you not handle it on obligations? 

Mr. Suurr. Because it is not feasible, Mr. Chairman. 

Mr. Passman. Your estimated expenditures for fiscal 1958 are 
$451,473,000 for military ? 

Mr. SruFr. That is correct. 

Mr. Passman. If you could give the data to us on that basis, actual 
expenditures, why could you not give it to us on obligations? 

Mr. Suurr. Because the obligations for those deliveries, sir, have 
taken place over a period of years ahead. 

Mr. Passman. Your estimated expenditures for fiscal year 1958 
are $451,473,000. Can you tell us what has been the actual expendi- 
ture ? 

Mr. Suaw. Mr. Chairman, we can supply that information. We 
do not have it here. The difficulty is that the reports we get in from 
the military departments are perhaps 45 or 60 days after the closing 
date. We can submit for the record the value of the deliveries as of 
the most recent date we have a report. 

Mr. Passman. If we may discuss economic assistance, you estimate 
that in fiscal 1958, expenditures will be $418,705,000. What have been 
yonr actual expenditures? 

Mr. Morpny. Is this for just Near East and South Asia? 

Mr. Passman. Yes, the region under discussion. 

Mr. Mourpny. I see. 

Mr. Passman. In Mr. Shuff’s reply he gave us a very good state- 
ment worldwide, but the information is still just as vague regionally. 
Will you try to get the data on that for the record ? 

Mr. Suourr. I can establish, Mr. Chairman, that I cannot give you 
obligat*ons on a regional basis. I can establish this firmly. 

Mr. Passman. You can do so on expenditures. 

Mr. Suurr. I can on the value of deliveries, which is the same as 
expenditures. 

Mr. Passman. All right. 

Mr. Murpnuy. On the nonmilitary side, Mr. Chairman, for the Near 
Fast and south Asia, actual expenditures through the end of March 
were $261 million for ICA and $28 million for State Department, 
making a total of $289 million. 

Mr. Passman. You estimate there would be $418,705,000 on June 30. 

Mr. Morrny. That is the figure I am having a little difficulty with. 

Mr. Passman. You are going to have to spend rather fast if you 
reach this estimate, are you not? 

Mr. Mourpny. Yes, sir. This would call for a substantial increase 
in the last 3 months, but the pattern of expenditures on this program 
is along that line, Mr. Chairman. The months of May and June are 
usually the highest expenditure months of the year, because the obli- 
gations which were put in last fall start to spend out along about 
May and June. 

Mr. Passman. Could you tell the committee this morning the 
amount of the economical obligations for the month of May ? 

Mr. Murreny. No, sir. I will have that probably tomorrow. I have 
April 30 data. 

Mr. Passman. We want to know just what you have obligated for 
the month of May. 
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Mr. Murpny. Yes, sir. I can provide that. 

Mr. Passman. I wonder if Mr. Shuff could provide the same type 
of information on military. 

Mr. Murpeuy. Excuse me, sir. 

Mr. PassMan. The total obligations for the month of May. 

Mr. Suurr. Total obligations for the region ? 

Mr. Mourpny. For military assistance. 

Mr. Passman. For military assistance for the month of May. 

Mr. Suurr. Ona worldwide basis. 


MONTHLY OBLIGATIONS/RESERVATIONS, WORLDWIDE 


Mr. Passman. All right; we shall accept the data on a worldwide 
basis. However, also try to provide some information on a regional 
basis, if it is possible. 

Mr. Suvurr. I have already said, Mr. Chairman, that I do not see 
how it is possible. 

(The information requested follows :) 

Total military-assistance obligations and reservations, by month for fiscal 


year 1958, according to reports received by the Office of the Secretary of De- 
fense are: 


Military assistance—Monthly obligations/reservations, fiscal year 1958 


[In millions of dollars] 





WORT BOO sn kn a amie m meen enateegion aaa Riana keane aes enone oie 25. 6 
MOQUGG6 23 bs a ee oo a ee ee eee 29. 4 
Beptemibet.nnne seo cee bb eee oe a es cee *— 65.9 
I ancecenss sarin sineies cache ceeims agpantin diactiaais ar ntelnadea eal titinsmamaiimdln 182.8 
I I cs cnenpcnncth ein hl coca ll oi eel A a a a 450. 7 
TI i a sk eed gh ce ceed chapaeeennics pen onchange eee olden crgimaaenasenaeenae 89.8 
aénuary 1908...... 2644 Ses eee sal ekichaatini Abd tals acco Soudbdoettcot ied 403.1 
MODUL Y oo kik icici hk Seine ee dag eae 22.6 
I as ess wasnt ws wren sinble lacie cs ips gieteeciientgt te eeee 26.5 
April__......-.~..------ - 5 2 pn ne ne nen panes 158. 9 

Total, July 1, 1957, through April 30, 1958_......-- uci 1, 323.5 


1Minus quantity resulted from the cancellation of prior-year contracts in excess of the 
new obligations incurred during the month. 


Obligation data for May will be available on or about June 30, 1958. Reports 
of certified unpaid obligations as of June 30, 1958, will be submitted to Congress 
by September 30, 1958, in accordance with the provisions of section 1311, Sup- 
plemental Appropriation Act 1955. 

Military-assistance obligations and reservations are not accounted for by 
geographic area or country but, rather, on a worldwide basis only, pursuant to 
the requirements of section 108 of the Mutual Security Appropriation Act of 
1956, as amended. The pertinent provision of the law reads as follows: 

Sec. 108. Funds heretofore or hereafter allocated to the Department of De- 
fense from any appropriation for military assistance * * * shall be accounted 
for by geographic area and by country solely on the basis of the value of ma- 
terials delivered and services performed * * *.” [Italic supplied.] 


MILITARY-ASSISTANCE EXPENDITURES 


Mr. Passman. Mr. Shuff, is your estimate of $451,473,000, in the 
green book at page 3, for fiscal year 1958 military-assistance expendi- 
ture in this region, computed in the same terms as your table, page 6 
of the green book. on military-assistance program, shipments of equip- 
ment and supplies ? 


25164—58—-—51 








800 


Mr. Suurr. Yes, sir. The table on page 3 is fiscal years, and the 
table on page 6 is calendar years, sir. 

Mr. Passman. Does it follow that your estimate of actual deliveries 
to this region are reaching a new peak this year? 

Mr. Suurr. Yes, sir. 

Mr. Passman. Is it not true that, on the basis of 18 months’ lead 
time, most of the $532,622,000 unliquidated balance of the military- 
assistance program in the region would be delivered in fiscal year 
1959? 

Mr. Suurr. I do not know that I could answer that question cate- 

orically, Mr. Chairman. I think that a good deal of it will be de- 
eee, in 1959, but, whether it will all be delivered in 1959, I do not 
now. 

Mr. Passman. In event it were, the pipeline alone would establish 
a new peak in deliveries next year, would it not / 

Mr. Suurr. Yes, sir; it could. 

If I may continue, Mr. Chairman, the reason there is peaking here 
is that some of this materiel was expedited to these countries last fall 
for the purpose of meeting a threat which was very pertinent at that 
particular point. Deliveries were accelerated where it was found 
that the countries could absorb them and maintain them and use them. 


UNIT PRICE OF TRUCKS AND JEEPS 


Mr. Passman. Mr. Shuff, how many %4-ton trucks or jeeps are pro- 
posed for country A in fiscal year 1959 under the military-assistance 
program / 

Mr. Suurr. Ninety-eight, sir. 

Mr. PassMan. Whaat is the total value of these jeeps / 

Mr. Suvurr. $104,000. 

Mr. Passman. What isthe average unit value? 

Mr. Suurr. I do not have this information available at this point. 

( Off the record. ) 

Mr. Passman. It is $1,061. You may check that. How many jeeps 
are proposed for country B? 

Mr. Suurr. In the 1959 program ? 

Mr. PassMan. Yes. 

Mr. Suorr. 1,291. 

Mr. PassMan. Whaat is the total value of these jeeps / 

Mr. Suurr. $1,375,000. 

Mr. Passman. And what isthe average unit value? 

Mr. Suvrr. I must take your word for it, sir. 

Mr. Passman. You may correct it. It is $1,065. 

How many jeeps are proposed for country C? 

Mr. Suvurr. Twelve, sir. 

Mr. Passman. What is the total value of these jeeps? 

Mr. Suurr. $29,000. 


Mr. PassMAn. We have the average unit value as $2,417. You may 
check your records on that. 
Why the difference, if it is for the same type of jeeps? Those go- 


ing to country A cost $1,061 each, those going to country B cost $1,065 
each and when you get to country C the cost per jeep is $2,417. 
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Mr. Suurr. Specifically, Mr. Chairman, I am not prepared to an- 
swer exactly, in the three instances you have raised, the differentia- 
tion in unit price. However, you will note in describing these trucks 
it is “truck, 14 ton, 4 x 4 (all models) ,” there being various different 
varieties of models, different varieties of attachments, different va- 
rieties and combinations of the wherewithal in a particular jeep. I 
would be glad to research this and endeavor to aenlei to you ae in 
each particular case the unit price is different. 

Mr. PassMan. Thank you, Mr. Shuff. 

How many jeeps are programed for country D? 

Mr. Suurr. Ten, sir. 

Mr. PassMan. What is the total value of these jeeps ? 

Mr. Suurr. $106,000. 

Mr. Passman. What is the average unit value ? 

Mr. Sucrr. I do not know, sir. 

Mr. Passman. If you divide 10 into $106,000 you get a unit cost 
of $10,600. 

How valid are these budget figures when in this category alone 
they go all the way from $1,061 to $10,600 for the same item? I do 
not think I could ever defend the item on the floor unless I had some 
reasonable explanation as to how from country to country jeeps go 
up in cost from $1,061 to $10,600. 

Mr. Suurr. I can only say, Mr. Chairman, I shall have to research 
it. I do know that some of the jeeps—I cannot say that these are 
the ones—are fire engines, and when ihe have various types of pump- 
ing equipment on them and various other special things, it would oak 
them considerably more expensive than just a plain jeep with 4-wheel 
drive. I shall be glad to do this and supply you with this informa- 
tion. 

Mr. Passman. Of course, we shall have to act in large part on faith 
to accept, if they are similar, that jeeps in country A cost $1,061, in 
country B $1,065, in oot C $2,417, and then in country D the 
prices goes up to $10,600. I think you will agree the committee should 
have some specific information. 

Mr. Suurr. I agree wholeheartedly, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Shuff. 

Mr. Gary. Mr. Shuff, do you not think if there is a variation in the 
justifications of as much as $9,000 in the unit price of jeeps, there 
ought to be some explanation for it? I mean that there ought to be 
some explanation stated in the justification itself so we would have 
the information, and not have to be paces in the position of accept- 
ing one unit price for jeeps delivered to one country and a unit price 
10 times as much for jeeps delivered to another country ? 

Mr. Suorr. I certainly think the committee should have the knowl- 
edge, sir. I would guess, being completely fair and honest, there are 
other items in these books where in one country one variety of vehicle 
would be delivered, and in another country another variety of vehicle 
would be delivered. 

For the sake of simplicity and standardization, we have listed them 
the same way. I hesitate to say how many man-hours of work have 
gone into making these books up. They have been made up with the 
idea of endeavoring to give the various committees of Congress to 
whom we present a programs as much information as we can in 
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a very compressed form. A tremendous amount of work goes into 
boiling a $2 billion program down to what is in these books. 

I can only agree with you that in the case which is described here, 
you have every reason to question this. I shall endeavor to supply 
you with the information. 

Mr. Gary. I know it is a difficult situation. I know you have a 
lot of figures to deal with. It is very difficult to present it to the Con- 
gress. But it does seem to me that where the variation is that great, 
there should be some explanation. 

Mr. Suurr. I know an explanation, Mr. Gary, as it relates to jeeps 
in Turkey and in some other places, because in Turkey we have made 
an arrangement with the Willys Co. which has a plant in Turkey, to 
ship from the United States broken down parts for the jeep, with the 
idea of grinding a little more mutuality into the program in a country 
where it is very difficult to grind more mutuality in. The Turks have 
picked up the assembly portion of the cost of putting the jeeps 
together as they come from the United States in a knocked-down con- 
dition. For this reason I would guess that the price for jeeps in 
Turkey would be different than the price in some other places. 

Mr. Gary. But not a variation of 10 times as much. 

Mr. Suvrr. I would not think so, sir, but I do not know the facts 
and I would like to get the facts. 

Mr. Passman. Could you state to the committee at this time the 
highest priced jeep that you know of which is produced by any 
manufacturing company ¢ 

Mr. Suurr. No, sir, I could not. 

Mr. Passman. Thank you. 

Mr. Gary. Were these same books shown to the Foreign Affairs 
Committee of the House and Senate? 

Mr. Suurr. Yes, sir, they were. 

Mr. Gary. Did they inquire into any of these variations? 

Mr. Suurr. I do not recall that they inquired into this kind of 
variation. They questioned some of the items in the program, but I 
do not know that they picked, for instance, a vehicle and figured the 
arithmetic out to see how much they were costing. I really do not 
know factually the answer to your question. 

Mr. Gary. Did they inquire at all into the price of jeeps? 

Mr. Suvurr. To my knowledge, they did not, sir. 


AFGHANISTAN 


Mr. Gary. Now let us consider Afghanistan for a few moments. 
How much was actually expended for economic assistance programs 
in Afghanistan in fiscal year 1956? 

Mr. Beux. The expenditures in 1956 were $1,400,000. 

Mr. Gary. How much was actually expended for economic as- 
sistance programs in Afghanistan in fiscal year 1957? 

Mr. Beti. $3,700,000. 

Mr. Gary. What was the unliquidated balance on June 30, 1957? 

Mr. Morpny. I have that figure, sir ; $29,250,000. 

Mr. Gary. So it follows that. the pipeline amounts to from 9 to 10 
years of expenditures. 

“ Mr. Moureny. At the 1956 expenditure rate, yes, sir. The Afghan- 
istan program of development assistance got underway, Mr. Gary, 
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only in fiscal year 1955, as I recall it, and the expenditure rate as the 
program starts is slow compared with obligations. 

During fiscal year 1958, for example, the expenditures are estimated 
at $9.5 million for Afghanistan, which is 2-plus times the 1957 rate, 
and the 1956 rate was only $1,400,000. So you see the expenditure 
rate is rising. 

Mr. Gary. How much of that have you spent through March? 

Mr. Mourpny. The actual expenditures through the end of March 
for Afghanistan, sir, were $5,471,000. 

Mr. Gary. If you reached the $9 million total by the end of the 
fiscal year, at that rate of expenditure you would still have 3 years in 
the pipeline. 

Mr. Mourruy. Our estimated unexpended on June 30 is $25.5 mil- 
lion, and the expenditures for fiscal 1958 $9.5 million. It is approxi- 
mately the 3-year expenditure rate, yes, sir. 


USE OF LOCAL CURRENCY OWNED BY UNITED STATES 


Mr. Gary. What is the current situation regarding agreement with 
the Afghan Government on the release and use of United States- 
owned local currency ? 

Mr. Murry. To begin with, Mr. Gary, let me say I am not aware 
of any problem in connection with the release and use of United 
States-owned local currency in Afghanistan. The amount involved 
in unexpended funds at the end of this fiscal year of United States- 
owned local currencies is $1 million. In other words, there is not a 
very substantial amount available. 

Mr. Bex. There have been discussions in the last 10 days on this 
point, and the indications given by the Afghan Government are for a 
request, which they have not yet made formally, for the use of these 
currencies to complement the expenditures in the Helmand Valley 
project. This has not yet been agreed. It is under negotiation at 
this point. There are not any material dimensions to such currencies. 

(Off the record.) 


CrYLon 


Mr. Gary. With reference to Ceylon, your table facing page 23 of 
the green book shows that Ceylon has 750 miles of road per 1,000 
square miles of area. Are there any other nations shown in your set 
of six justification books as well supplied with roads? 

Mr. Betu. The only way we could answer that is to look through 
the book, Mr. Chairman. 

Mr. Mureny. We would have to check every similar page in the 
book. 

Mr. Gary. The answer is “No.” 

Mr. Mourpny. I am quite certain there is not; that is right. 


REASONS FOR HIGHWAY PROJECT IN CEYLON 


Mr. Gary. Is not the highway project in Ceylon relatively super- 
fluous for that reason ? 
_ Mr. Betx. The primary reason for the highway project in the area 
1s to try to open up certain sparsely inhabited areas in which we are 
trying to gain agricultural production, giving them access to cities. 
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While the figures certainly indicate a higher density of roads in this 
country than in some, they are still pretty well concentrated in part 
of the country rather than in all of it. 

The population growth in this area, in this particular country, is 
a rather phenomenal one, one of the highest in the world. Trying 
to open new dry areas for additional farming and moving people in 
and out of them is very important. I do not think the project is a 
superfluous project. It provides for a few technicians and a few 
participants. 


ECONOMIC AND ENGINEERING SURVEYS OF FOREIGN AID PROJECTS 


Mr. Gary. Before a project of that kind is determined, do you have 
an economic study as to what effect the project would have on the 
economy of the country in dollars and cents? 

Mr. Betx. We normally try in almost every kind of project to make 
as good an approximation as we can of the economic benefit which we 
think may be derived from the project. To do this with precision is 
an exceedingly difficult thing in most of these countries, if for no 
other reason than the fact that statistics are so unreliable in the ma- 
jority of them. We have to make judgments which are not even sus- 
ceptible of precise mathematical evaluation. 

Tn general terms, it is possible to get some idea, and an effort is 
made to get some idea, both in the field and again in Washington, as 
to whether or not the project will contribute to solving an economic 
problem.. It depends on the kind of project, also, as to how precise 
one can be about benefits to be derived from it. For example, if we 
are working on extension service, it is pretty difficult mathematically 
to figure out what the benefit of an extension service will be, but we 
all know that extension services have benefited American agriculture 
considerably. 

Mr. Passman. There is a large element of guessing involved? 

Mr. Betz. Judgment, I would call it. You can say it is guessing 
if by “guessing” one means you cannot prove it in absolute mathe- 
matical terms. 

Of course, there is a close distinction between what is a guess and 
what is a judgment. We hope it is an educated guess, the best judg- 
ment we can make. 

Mr. Passman. But you do not require that they present statistics 
which would indicate beyond reasonable doubt that the benefits derived 
from a dollar expended would equal the expenditure ? 

Mr. Betz. We do try to require and we do ask our missions to ob- 
tain from the governments the best statistical analysis possible of a 
particular activity. Very often when one is talking about basic fa- 
cilities in a country, it is hard to measure precisely what benefits are 
to be attributed to this sort of facility. What are the benefits from 
a road if you measure the benefits in terms of how many cars use it 
and how much time is saved, if you measure it in terms of how much 
greater access this gives farmers to the market, in terms of the benefits 
of intercommunication between peoples? There are many very highly 
variable factors in arriving at such a judgment. E De Sirotr: 

On the other hand, in building a powerplant one wants to calculate 
very precisely what the cost benefit ratios are. 





805 


Mr. Gary. That is what prompted my question. You stated that 
this road leads into a sparsely settled area where you hope to develop 
agriculture. It was charged in the early development of the highway 
system of this country that many uneconomic roads were planned and 
a great many of them were actually constructed in areas where it 
would have been much cheaper to have resettled the people living there 
and put them on productive land rather than to run the roads to the 
unproductive lands on which they lived. 

doubt whether we have corrected that situation entirely today, but 
I am certain that, with our various highway commissions and the 
studies made, we are not spending our highway funds now as un- 
economically as we did previously. I am just wondering if we have 
profited by the experience we have had in this country and are apply- 
ing tests to determine whether the roads we are building in these for- 
eign countries are economically sound. 

Mr. Bex. In this particular case, Mr. Gary, the population density 
in the more settled areas in this particular country reaches the figure 
of 700 — per square mile. The hope of resettling additional 
people for agricultural production in this kind of densely populated 
area 1s pretty remote. 

I think also I should like to point out on this particular project 
what we are providing is technicians, technical assistance. We are 
providing some technicians to advise them on how to construct and 
maintain the roads, and we are training some of their people here. 
We are not building the road itself. They are building the road. 
We are simply helping them to build it better. 

Mr. Gary. Very frankly, the money the Federal Government spends 
on public works in this country is spent only after very careful sur- 
veys by the Army engineers, and unless those surveys show that the 
project is economically sound, they are not approved. 

I am afraid we are not applying the same tests to the money we are 
spending for public works in other countries. It would seem to me 
that we should apply there even more exacting tests, because we are 
giving the money for people of other countries, whereas in domestic 
projects our own people get the benefits. 

Mr. Brtu. I can assure you, Mr. Gary, that there have been a great 
many requests for construction of various kinds, including roads, 

-which have been rejected precisely on the ground they were not 
economic propositions. That is true not only in the case of roads. 
When you say we apply the same test we apply here, I say that we 
try to do so within the limits of the available data and the ability of 
human beings to make judgments. 

You do not have so good a statistical framework in many of these 
countries for the evaluation of economic benefits as you have in the 
United States. It is a very difficult thing to make such evaluation. 
But a conscientious effort is made to be sure that the projects are in 
fact sound and economic. 

The complaint is usually in the other direction, that we are too 
stringent rather than too generous. 

Mr. Gary. Do you have the engineers over there making the sur- 
veys before these projects are agreed upon, as is done in this country? 

Mr. Betu. If the engineers to make a survey are not available in the 
country, our normal practice is to dispatch engineers to the country 
to make a survey. On road projects in general we want to use the 
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services of the Bureau of Public Roads. They do make surveys of the 
proposals and give us a candid engineering evaluation as to whether 
or not it is a sound proposition. We have also on our own staff, in 
Washington, a transportation unit, which will check that report to be 
sure that the necessary inquiries have been made and, if it is desirable, 
we require more. 

I have no disagreement with the idea that there should be surveys. 
The only minor limitation I would put on the statement is that one 
must recognize that we have to operate within the framework of the 
kind of data which are available to us in an underdeveloped country. 

Mr. Gary. I can say to you very definitely that it is difficult to ex- 
plain to the American people why money is appropriated for other 
countries without surveys, and yet such strict surveys are required 
and so many limitations are placed upon the use of money for similar 
projects in this country. 

Mr. Bett. That would be difficult to explain, Mr. Gary, but the fact 
is that surveys are made. 

Mr. Gary. The fact that the President vetoed the public works bill 
this year does not make it any easier for us to explain it. 

Mr. Passman. Will the gentleman yield # 

Mr. Gary. I shall be glad to yield. 

Mr. Passman. This quotation is from page 804 of the hearings on 
the mutual security appropriations for 1958. I am quoting Mr. Dil- 
lon, beginning with a new paragraph: 

If the receiving country were a subsidiary of our Government, like the Army 
Corps of Engineers, then we could know that a given project would be well 
planned and well carried out and would warrant the allocation of so much money 
in a given period of time. When we were dealing with independent countries, 
which were free to make their own mistakes, we could not have that assurance. 

Does that about size it up ? 

Mr. Bewu. I think Mr. Dillon in all probability was referring to a 
question of where you dealt in financial aid not connected with par- 
ticular projects. In other words, if you were providing economic 
assistance, that within the framework of the country’s operations it 
operated independently. 

Where we operate on the basis of project assistance, where our aid 
is intended for a particular activity, normally a survey is made within 
the capabilities of our people and within the capabilities of the data 
available. 

Mr. Passman. He referred specifically to the Army Corps of 
Engineers. You do use those people, do you not, to survey and evalu- 
ate and make the recommendations? Mr. Dillon indicated the absence 
of such studies in the recipient nations on these projects. 

Mr. Betu. I think he was not talking about project aid, Mr. Chair- 
man. I did not hear him make the statement, but that would be the 
only interpretation I could make. 

Mr. Anprews. Would the gentleman yield ? 

Mr. Gary. Yes. 

Mr. Anprews. As I recall, the House adopted an amendment to the 
Authorization Act requiring new starts in foreign countries to be 
approved by the Corps of Engineers of the United States Army. 

Mr. Bei. There is an amendment in the current bill. I think it is 
called the Morgan amendment, section 517. 
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Mr. Anprews. Ed Edmondson, of Oklahoma, offered the amend- 
ment. 

Mr. Mourpny. I believe Mr. Andrews is referring to an amendment 
which requires the application of a cost benefit ratio to projects. 

It was adopted and passed in the authorization bill in the House. 

Mr. Anprews. That is right. 

Mr. Murpny. Mr. Andrews, as I recall it, it does not require that the 
Corps of Engineers must do it, but it requires that it be done. In 
other words, by whatever fac sility was available, I would think. 

Mr. Gary. But that has not been finally acted on yet. 

Mr. Bex. No. 


Mr. Murruy. No, sir. That is in the House-passed version of the 
authorization bill. 

Mr. Anprews. If it becomes the law, then that will change your 
future plans in this connection, will it not ? 

Mr. Bett. The answer is that it would change our plans in some 
respects. We would have to examine in each case whether or not 
it was possible, given the data available to us in a particular country, 
to meet the same precision of standard that 

Mr. Anprews. Projects in the United States would be subjected to. 

Mr. Betz. That is right. But it should not be supposed that proj- 
ects have been undertaken without surveys having been made. We 
have had dozens and dozens of them, and would be glad to give you 
the citations if you would like them. 

The people in the agency are just as interested in not wasting money 
as you gentlemen are. 

Mr. Gary. Isthe administration opposing that amendment ? 

Mr. Bex. I do not know what the final position is on that, but I 
believe there is some hope there will be a recognition one way or an- 
other of the fact that you cannot apply the same criteria with the same 
precision in all countries, because you just do not have the data to 
work with. 

Mr. Denton. You have ayaa in this country meeting the 
standard, too, have you not? I do not see that it is different in for- 
eign countries. It is difficult anyway. If you wish to build a flood 
wall, you know how much damage one flood has done, but in how 
many years that flood will come along is hard to figure. 

Mr. Betx. I will give you an example of some of the difficulties of 
trying to get economic statistics, Mr. Denton. In Pakistan, for ex- 
ample, the statistics for agricultural production are made up by the 
revenue department. They are made up on the basis of maintaining 
an even flow of taxation, so it never shows very much variation in 
agricultural production according to the statistics. In fact, there 
is a great variation, but the tax collectors feel it is easier to collect 
money if you can collect just about the same amount every year. To 
get accurate statistics on agricultural production is a diffic ‘ult. business 
in which you have to make the best approximation you can by com- 
paring a great deal of data. 

If your particular project involves saying how much will be the 
benefit to agricultural production, you have to start out with some 
figures. These figures are shift y to begin with and the conclusions will 
be somewhat shifty. 
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I do not want to pretend—you can always write down figures—I do 
not want to pretend that all figures are of equal reliability. They are 
not. 

When you get into a calculation of cost benefits you have to use 
figures to reach them. They will not be any better than the statistics 
you use getting those figures. 


GROSS NATIONAL PRODUCT OF GREECE 


Mr. Gary. With reference to Greece, in your budget justification, 
page 46 of the green book, you make certain observations about the 
effect of the defense program on the economy of Greece. What is the 
annual gross a of Greece ? 

Mr. Beiu. The gross national product for Greece in 1956 was 
$2.270 billion; estimated for 1957 is $2.430 billion. 

Mr. Gary. What is the national debt of Greece ? 

— Bez. Total debt as of 1956 was $177 million ; 1957 estimate $215 
million. 

Mr. Gary. That is about 9 percent of the gross national product. 

Mr. Bex. That is right. 

Mr. Gary. What are the comparable figures for the United States? 

Mr. Mourrny. The gross national product, Mr. Chairman, for 1957 
was $426 billion. 

Mr. Gary. $430 billion roughly, yes. The debt is $275 billion. 

Mr. Moureny. That is correct. 

Mr. Gary. It would be about 65 percent the gross national product? 

Mr. Murreuy. Yes, sir. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Gary. Which nation’s economy is under the greatest pressure? 

Mr. Bett. In this entire area ? 

Mr. Murrny. As between Greece and the United States, Mr. Gary ? 

Mr. Gary. Yes, following up the previous questions. 

Mr. Brut. This is a question of the capabilities of the economy, Mr. 
Chairman. 

Mr. Gary. But obviously the Greeks do not have anything like as 
large a national debt compared with their gross national product as 
we do. 

Mr. Betx. Nothing like the prospects—— 

Mr. Gary. Which is a fact a great many people overlook in our 
aid to these foreign countries. 


PIPELINE FOR IRAN 


Let us consider Iran for a few moments. How much was in the 
pipeline for economic assistance to Iran at the beginning of fiscal 
year 1958 ? 

Mr. Bexx. $56,107,000. 

Mr. Gary. How much is it estimated will be obligated for economic 
assistance for Iran during all of fiscal year 1958? 

Mr. Bey. $26,590,000. 

Mr. Gary. What will be the total amount available for expenditure 
for economic assistance to Iran ? 

Mr. Murreuy. When, sir—during fiscal 1958 ? 

Mr. Gary. Yes. 
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Mr. Murpny. The fiscal 1958 figure would have been $82,697,000. 

Mr. Gary. The estimated expenditures for 1958 are what? 

Mr. Mourrny. $36,604,000. 

Mr. Gary. So that you have a total amount available for 1958 for 
economic assistance to sustain a program for approximately 214 years 
at that rate of expenditure. Is that correct? 

Mr. Morpuy. I figured about 214 years, including fiscal year 1958. 


REFUGEES IN JORDAN 


Mr. Gary. Does the United States foreign aid program make any 
provision for settlement and rehabilitation of refugees in Jordan? 

Mr. Rounrrer. We have asked, sir, for funds this year for both 
relief and rehabilitation, but there are no projects at the present time 
that have political approval of the Arabs for resettlement of the refu- 
gees on a permanent basis, 

Mr. Gary. Which means that your refugee problem becomes more 
intense and more expensive every year. 

Mr. Rounrrer. Yes. <AsI testified on the first day of my appearance 
here, numerically, the problem has increased as years go on because 
of the natural increase in the refugee population. 

Mr. Gary. Tell us something about the present political situation in 
Lebanon, Jordan, and Israel. 

M. Rounrres. The current situation ? 

Mr. Gary. Yes. 

Mr. Rountree. Off the record. 

(Discussion held off the record.) 

Mr. Passman. This may complete something we were discussing 
a little while ago with regard to the refugees. That program is 
handled by the United Nations Relief and Rehabilitation Agency, 
UNRRA? 

Mr. Rountree. Yes. 

Mr. Passman. The estimated cost is $25 million for 1959, with the 
United States paying 70 percent of the total ? 

Mr. Rountree. That is right; $25 million United States contribu- 
tion would be 70 percent of the total. 


LEBANON 


Mr. Gary. Mr. Chairman, I have a few questions on Lebanon that 
I would like to complete before we adjourn. 

What was the unliquidated balance in the economic assistance pro- 
gram for Lebanon at the beginning of fiscal year 1958 ? 

Mr. Bevx. $17,423,000. 

Mr. Gary. How much will be obligated in fiscal year 1958 ? 

Mr. Bett. We estimate new obligations of $2,650,000. 

Mr. Gary. How much will be available for expenditure in fiscal 
year 1958 ? 

Mr. Murrny. The total of the two; about $20 million. 

Mr. Gary. $20,073,000. 

Mr. Mureuy. That is right. 

Mr. Gary. How much will be spent in fiscal year 1958 ? 

Mr. Beri. Estimate of expenditures is $7,620,000. 

Mr. Gary. So that, at that rate, you would have funds available in 
1958 for 2.6 years. Is that correct? 
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Mr. Beri. Approximately that. 

Mr. Gary. That is all, Mr. Chairman. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Passman. We shall adjourn until 10 o'clock tomorrow 
morning. 





THurspay, June 5, 1958. 


VARIATIONS IN PRICES OF TRUCKS 


Mr. Passman. The subcommittee will come to order. 

Mr. Suurr. Mr. Chairman, yesterday you called to our attention 
varying prices for quarter- ton trucks. AsT promised, we investigated 
the various prices and find that 2 different prices are used for quarter- 
ton trucks—$1,065 for a rebuilt variety and $2,410 for a newly pur- 
chased variety. 

I think you will find, by looking at this piece of paper, which I 
would be delighted to submit for the record, that the difference in 
pricing, with one exception which you noted yesterday, was as a re- 
sult of the rounding of the price. 

As a case in point, the first item country A, with a quantity of 98 
jeeps for a total value of $104,000 in the presentation books, worked 
out to be a unit cost of $1,061. Actually, the programing unit cost 
we used was $1,065, for a total value of $104,370. That figure was 
rounded off to $104,000 in the book. 

Mr. Chairman, you will perhaps question why this is classified. It 
may be made unclassified very simply by eliminating the names of 
the countries in the left hand column and calling them country A, B, 
C,and D. Then the paper may be unclassified. 

Mr. Passman. Let us have it as it is. I have not at any time since 
I have been on the committee—and this is my fourth year as chair- 
man—asked that anything be changed if it is classified. Your ex- 
planation is satisfactory. 

(The table referred to follows:) 





Truck, utility, %4-ton, 4 by 4, for Near East 











| cm Congressional presentation | New computation 

| — —— ee 
| Com- 

Country | puted | Program | Remarks 
|Quantity| \ Talue | unit unit | Value Model 
| | cost | price | j | 
| | 
| 1 2 | 2+] | 

- ar ar Fontan fren TL thet 

Recess 98 | $104,000 | $1,061 | $1,065 | $104,370 | M38 Congressional presentation 
| rebuilt. | correct. 

a | 1,201 |1,375, 000 1, 063 1,065 |1, 374, 915 | M38 Do. 
| | | _ rebuilt. 

Cc 12 29, 000 | 2, 417 2,410 28,920 | New Do. 
| | M38Al 
} | | (for AF). 

D 10.| 106,000 10, 600 | 1, 065 10,650 | M38 Congressional presentation 
| rebuilt. | in error. Quantity and 
| | | unit cost were correct. 

} Value extension incorrect. 
$106,000 should have been 





| | $10,650. 
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Mr. Suvrr. I have one other explanation. What I have said thus 
far does not explain the big mistake. We made a mistake of a decimal 
point here in the presentation book. 

Mr. Passman. Would this indicate the request is inflated by that 
amount ¢ 

Mr. Suurr. Yes, sir. This is an arithmetical mistake. I think the 
request is inflated by that much. 

‘or your own information, Mr. Chairman, I brought these 2 pictures 
to show you the 2 different kinds of jeeps. It is not very easy to see 
the difference. This is the old one, the rebuilt variety, and this is the 
new production ~~ 

You see, it is a little heavier construction, and the performance is 
also a little better. 

Mr. Passman. So we have a considerable number of rebuilt jeeps 
yet to be disposed of in this program ? 

- ec They are something that are continually being dis- 

osed of. 
. Mr. Chairman, one other thing. You asked about whether the 
program was not inflated by the amount of the mistake, and I answered 
that it was. The amount of the mistake is $95,000. 

Mr. Passman. If we should find similar mistakes as we proceed, 
page by page, then, of course, we should take all those mistakes into 
account. 

Mr. Suorr. Sir, I should guess, knowing human beings to make 
mistakes, there are probably some other mistakes in here. I think 
probably you might find some which are underpriced, Mr. Chairman, 
as well as overpriced. I would guess, Mr. Chairman, without spe- 
cifically knowing, that it is entirely logical that the arithmetic mis- 
takes might compensate each other. 

There is one other thing I should like to mention, sir. Where we 
are involved here with goodness knows how many line items in this 
program, there being probably 800,000 line items in the military 
assistance program, I think it is fairly human and natural that there 
are some of these mistakes. I think in the nature of things they 
probably would balance themselves out. 

Mr. Passman. Let me state for the record that I am not criticizing 
you as an individual for making mistakes. I think I have made 
several mistakes since I got up this morning, and no doubt shall make 
many more before I retire this evening. 

Let us refer briefly to page 106 of the Near East and south Asia 
book. 

Mr. Natcuer. Mr. Chairman, off the record. 

(Off the record.) 


FRENCH AID DURING JANUARY 


Mr. Anprews. I noticed this morning a statement that the French 
Government got about $660 million from this Government in Jan- 
uary of this year. Where did that money come from, Mr. Secretary ? 
Ts that a true statement ? 

Mr. Rounrree. I do not think, sir, that all of the sum which you 
mentioned came from the United States Government. I believe it 
came from several sources. ‘The precise breakdown of that, I am 
afraid I cannot provide. 











812 


Mr. ANprews. But some of it did come from our Government? 
Mr. Rounrrer. Some of it came from the United States Govern- 
ment. 


Mr. Anvrews. Did it go through your Agency, or what Agency ? 

Mr. Rounrrer. Sir, since France is not in our area and we are not 
prepared to testify in connection with the French program, I would 
prefer to consult with people who are better informed and submit 
that for the record, if I might. 


(The following information was subsequently supplied :) 


The information requested by Mr. Andrews concerning the approximately $660 
million in financial facilities made available tu the French Government on Jan- 
uary 30 of this year is as follows: 

During simultaneous discussions held last January between French Govern- 
ment representatives and representatives of the International Monetary Fund, 
of the European Payments Union and of the United States, the French repre- 
sentatives described the financial program adopted by the French Government 
and Parliament for the purpose of eliminating inflation, achieving equilibrium 
in the French balance-of-payments and restoring financial stability. In view of 
the financial program adopted by France, the European Payments Union agreed 
to extend to France credits equivalent to $250 million; the International Mone- 
tary Fund agreed to make available to France the equivalent of $131,250,000; 
and the United States agreed to extend to France certain financial facilities 
amounting to $274 million. The amounts made available by these three sources 
to assist the French Government in carrying through the financial program it 
has adopted total $655,250,000. 

The financial facilities being extended to France by the Government of the 
United States consist of the following arrangements: 

Million 
Agreement relating to the option to refund, at maturity date, the next 4 
semiannual installments of principal on certain prior Export-Import Bank 


Agreement relating to the option to postpone 3 annual installments of prin- 


cipal and interest on prior lend-lease and surplus property credits._... 90 
Agreements for the shipment to France of cotton under Public Law 480 
and section 402 of the Mutual, Security Act_..2..-....__-..-._.-_---L. 143 
Agreement for the sale, for francs, of United States military supplies and 
equipment for French NATO forces in Europe, up to--------------------- 45 
Oe i os wl. csivacseh inher is Socnon tages si dangle ae ashlee pall adits tata 1274 


1 The subsequent final agreement for the sec, 402 program totaled $9 million more than 
originally anticipated, which increases the referenced totals by the same amount. 


Mr. Murrny. I can say at this point, Mr. Chairman, that little of 
it came through the mutual security program. 

Mr. Anprews. Thank you. 

Mr. Passman. The list given to us by Mr. Dillon indicating that 
our aid to France aggregated about $9.387 billion does not include 
other types of aid? : 

Mr. Murruy. No, sir. Mr. Dillon’s figure was all-inclusive. 

Mr. Passman. On page 106 of the Near East and south Asian book, 
at the top is the notation, “Country total.” Moving over, proposed 
fiscal 1959, we see the figure $6,176,000. Is that correct? 

Mr. Suvurr. That is correct, sir. 

Mr. Passman. If we add all the items in that column, the total is 
a substantially larger amount, I believe $10,063,000. Is that correct? 

Mr. Mourruy. I think perhaps, sir, it is the fact that you are in- 
cluding subtotals. ; 

Mr. Passman. We picked up every figure you have inserted in this 
particular column. Seemingly the total of the items is greater than 
the total shown in the book. 
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Mr. Suorr. May I explain this, Mr. Chairman? 

The figures to add for the $6,176,000 are $4,494,000, $928,000, 
$214,000, and $540,000. 

Mr. Passman. Why omit the others? 

Mr. Suvrr. The other items are a breakdown of the figures within 
the upper and lower bars. 

Mr. Gary. They are subtotals. 

Mr. Suurr. That is correct. 

Mr. Passman. Let us take the subtotal of $214,000; the 3 figures 
under that do not add to $214,000, 

Mr. Suvurr. They are not supposed to add to it. 

Mr. Passman. They are not? 

Mr. Suurr. No, sir. We are giving you just the major breakdowns 
here. We are not giving you the complete line-item breakdown. 

Mr. Passman. We should think that we could go by the totals, and 
that the line-item breakdown would support the totals. 

Mr. Suurr. The totals are correct, sir. What we have not given 

ou 
" Mr. PassmaAn. The total is correct but the line items do not support 
the totals? 

Mr. Suourr. If you will look, Mr. Chairman, all of the indented 
items are not addable, let me say, to the total. 

Mr. Passman. We can possibly summarize by saying that there is 
no information on this sheet which would indicate that is the way it is 
handled, because you do not identify subtotals as such. 

Mr. Suurr. Mr. Chairman, may I go off the record a second, please? 

Mr. Passman. Surely. 

(Off the record.) 





FUNDS AVAILABLE FOR NEPAL 


Mr. PassMan. Mr. Secretary, what was the unliquidated balance on 
June 30, 1957, in the economic assistance program for Nepal? 

Mr. Ben. $5,055,000. 

Mr. Passman. What are the estimates for fiscal year 1958 obliga- 
tions ? 

Mr. Bex. Obligations in 1958 are estimated at $4,065,000. 

Mr. Passman. What is the total amount available in fiscal year 1958 
for expenditure purposes ? 

Mr. Bett. That would be $9,120,000. 

Mr. Passman. What is the total of estimated fiscal year 1958 expend- 
iture ? 

(Off the record.) 

Mr. Betx. $2,615,000. 

Mr. Passman. Mr. Bell, at the 1958 rate of expenditure, how many 
years would the funds'available in 1958 last ? 

Mr. Betx. At the 1958 rate of expenditure, it would last a little over 
3 years. 

Mr. PassmMan. Would you not have sufficient funds for 314 years? 

Mr. Beri. At that rate of expenditure. : 

Mr. Passman. The pipeline on this type of aid has been stated to be 
1 year. 

Mr. Murrnuy. That is the overall. 
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Mr. Passman. Yet, on Nepal, taking this just as an example, you 
would have sufficient money under the 1958 expenditure program for 
314 years. 

Mr. Morrny. Yes, sir, but I think some clarification is in order. 

Mr. Passman. Let us hear the clarification. 

Mr. Mourruy. When we indicated approximately 1 year’s pipeline 
on nonmilitary assistance was necessary, we were talking about the 
closing pipeline at the end of the fiscal year. In this particular in- 
stance the 314 years or 314 years, whatever it was you computed, 
would include fiscal year 1958, which is almost over. 

Mr. Passman. The existing pipeline for Nepal, then, will provide 
for fiscal 1958 plus an additional 21% years. 

Mr. Morrny. At the fiscal 1958 expenditure level. To take the 
total non-military-assistance program, you will find there are some 
countries where there is less than a year’s pipeline, others where there 
is more, and it averages out at about a year’s expenditure level. 

Mr. Passman. Limiting this to Nepal, if your estimated fiscal year 
1958 expenditure is $2,615,000, then you would have, in addition to 
fiscal 1958, funds available for 214 years? 

Mr. Moureny. That is approximately correct, sir. 

Mr. Passman. Thank you. 


AERTAL TRAMWAY IN NEPAL 


What transportation facilities will be connected by the 27-mile 
aerial goods-carrying tramway / 

Mr. Bex. This aerial tramway will connect the capital, Kath- 
mandu, with the railhead and enable the most economic and effective 
form of transportation for the problem which engineers have been 
able to devise. 

Mr. Passman. How much will the United States contribute toward 
the cost of the tramway ? 

Mr. Betx. Let me get that accurately for you, Mr. Chairman. 

I am sorry, Mr. Chairman, it appears that I do not have that figure 
with me. My recollection, which I would like to check and confirm, 
is that it is something over $2 million for this project. 

Mr. Passman. Is that a guess? 

Mr. Betz. That is a guess. We shal] be able to provide it later 
this afternoon or as quickly as we can get hold of the office. 


ENGINEERING AND ECONOMIC SURVEY REQUIREMENTS 


Mr. Passman. On what type of engineering data did you base this 
estimate ? 

Mr. Bert. We had an engineering survey made by an American 
engineering firm, which was a separate contract for engineering of this 
project. 

Mr. Passman. It was strictly a contract firm ? 

Mr. Bett. We contracted with an American firm to make an en- 
gineering survey of this project, to say what it would amount to and 
what should be done. 

Mr. Passman. They were not requested to try to put together any 
economic justifications for it ? 
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Mr. Brix. I believe this contract was purely the engineering of 
this particular project. 

Mr. Passman. Could you in this case provide us copies of your 
correspondence, a copy of the contract, and an explanation of the 
basis on which you arrived at the estimated cost, information as to 
whether or not you accepted the cost-benefit ratio figures of the re- 
cipient nation, and whether our personnel had something to do with 
establishing the cost-benefit ratio? That is the basis on which we 
operate in America all the way down the line. Sometimes even one- 
half of 1 percent variance in the total bill will cause a veto. 

I hope you agree that we should be just as exacting in knowing 
that we have correct engineering data and the correct benefits-to-costs 
ratio factors in appropriating the American taxpayers’ dollars for 
projects in these aid recipient nations. I am hoping that before too 
many more suns set I shall see where the administration is enforcing 
the Edmondson amendment which will insist that these departments 
provide information which would establish a favorable cost-benefit 
ratio before a project is approved. 

Mr. Beri. 1 would say we shall be glad to furnish you with a re- 
port on this project. 

Mr. Passman. We want the actual sheets by which you arrived 
at the estimates. You have to arrive at the estimate here in Wash- 
ington ; do you not? 

Mr. Betx. Yes. 

Mr. Passman. We should like to see your worksheets on how you 
arrived at this estimate and on what recommendations you approved 
the project. Would you provide us with that data? 

Mr. Bex. I believe we can. 

(Data concerning the tramway was subsequently submitted to the 
committee. There follows a summary of the factors considered by 
the ICA in connection with this project :) 


NEPAL RoPEWAY: Basic Cost VERSUS POTENTIAL RETURNS 
A. CONCLUSIONS 


Examination of basic information on the ropeway project indicates that— 

(1) The terrain in Nepal makes carriage by ropeway the least expensive 
method of transportation of all considered. 

(2) The existing ropeway is totally inadequate to carry the present level 
of traffic between the railroad at Amlekhganj and Kathmandu. 

(3) Existing traffic is already adequate to support and amortize the new 
facility. 

(4) The new facility has sufficient capacity to meet anticipated increases 
in traffic requirements for at least 20 years. 

(5) In addition to assurance that the new ropeway will be self-sustaining, 
the facility will provide the only reliable, year-round all-weather transpor- 
tation to Kathmandu; will substantially reduce transit time on movement 
of goods; and will contribute substantially to a reduction in the cost of 
food stuffs and other essentials in Kathmandu. 


B. BACKGROUND DATA 


These conclusions are reached on the basis of the following data : 

1. Trafic—Imports into the Kathmandu Valley (population about 1 million 
people) are running at the rate of 240 tons per day. They are increasing at the 
rate of 10 tons per day per year. In 20 years the rate would be about 450 tons 
per day. 


25164—-58 52 
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2. Existing ropeway.—The present structure is about 30 years old. Its original 
rated capacity was 8 to 10 tons per hour, but it is presently able to carry only 
about 40 tons per day. 

38. Alternative transportation.—Five-sixths of the existing traffic to Kath- 
mandu must be brought in by truck and, during the monsoon season, when long 
stretches of road are impassable, by coolie bearer. Comparative costs per ton 
are as follows: 


(a) Existing ropeway: 











"asec Bipicnaniaahiarne enra geo cliaees $5. 00 

Dhursing-Kathmandu (ropeway) —-------------_-------_-_-_.- 3. 67 

NE eek Sl cist ose dene 8. 67 

(db). Track: Amiekhganj-Kathmandu. ¢....- no ke 22. 50-27. 80 
(ec) Coolie: 

Deena -Direratng’ (truck ) ou. edi 5. 00 

iiaraineipathednda: Gco0lle) us ic si cin cass sctsabinnwees 50. 00 

NN it iniicraseatitininenicediidalintiaesiigsihd pblgesttin th acepinies ca iat iniceestiecsiaenada hostel iaeiactiae 55. 00 


Thus, the saving per ton of ropeway transport on the existing ropeway over the 
next least expensive form of transportation is nearly $14, and ranges up to more 
than $46 over coolie transport. Further, there is a wide range of items which 
cannot be broken down into units susceptible of coolie transport. 

It should be noted that the ropeway charges differential rates for essential 
and nonessential goods. For nonessentials, the ropeway rate is $14.68 per ton, 
aising to $19.68 per ton the cost of delivery to Kathmandu. Since the ropeway’s 
capacity is not even adequate to cover the essentials, ropeway traffic is almost 
exclusively in essentials. 

4, Revenues.—Available records on revenues of the existing ropeway are in- 
complete; they show complete data for only 2 years: 








Income Expenses 
a eS se he A on ai a ee pia ad aii dialirigan ele $84, 925 $19, 767 


SR idenecstigiewenen-- ee sos ecsnndnnsosaues ~4 peed 16, 143 


Based on this and other partial data, it appears that revenues have averaged 
about $80,000 per year, and that expenses have averaged about $18,000. Main- 
tenance has been inadequate. The facility has nevertheless been maintained 
in nearly continuous operation for 30 years, although it is now running at only 
50 percent of rated capacity. 

5. Capacity of new ropeway.—The new ropeway will have a capacity of 25 
tons per hour. Operating on an 18-hour day, this represents 450 tons per day. 
The estimated requirement will rise to this figure in about 20 years. 

The new ropeway has been designed to permit two carriers to be run together, 
enabling sling carriage of bulky or lengthy items and loads of up to 2,500 pounds. 
This will enable ropeway carriage of all but a small fraction of total imports 
into Kathmandu. 

6. Speed of new ropeway.—Transit to Kathmandu will require 4% hours; 
truck time ranges up to 12 hours or more. 

7. Revenues of new ropeway.—Estimates of revenues have been based on the 
following assumptions: 

(a) Charges per ton-mile will remain substantially unchanged. The new 
ropeway will run to Hitaura, some 10 miles closer to the railhead. Thus, the 
cost of ropeway travel per ton will rise by slightly more than 50 percent, from 
$3.67 to about $5.75. However, the trucking costs will be halved, since the dis- 
tance from railhead to Hitaura is less than half the distance to the existing 
ropeway at Dhursing. Thus, the net freight cost per ton, rail head to Kath- 
mandu, will be reduced to about $8.25 as against present cost of $8.67. 

(b) Some 90 percent (216 tons per day) of existing traffic will move over 
the new ropeway. 

(c) Although the new system has a lower per-mile operating cost, the present 
proportion of total revenue devoted to expenses and maintenance (22.5 per- 
cent) will increase to 25 percent under improved management provided by 
eontractor. 
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(d) Gross revenues from ropeway will therefore be about $650,000 per year; 
expenses about $162,000 per year; net return about $487,500 per year. 

(e) Over an expected life estimated conservatively at 20 years, the net 
revenues (assuming no increase in existing traffic) would be about $9,750,000, 
as against a cost of $3,340,500 in dollars (provided by the United States), 
$221,000 in rupees (contributed by Nepal), and other contributions in kind by 
Nepal which bring the total cost to $4,511,500. 

8. Other benefits—Assuming no increase in traffic, the new ropeway will 
move 176 tons per day which could not be carried on the existing ropeway, at 
a cost per ton which is lower by $14.75 than the next least expensive carrier. 
This represents a net reduction in living costs to the residents of the Kathmandu 
area of over $900,000 annually. 


In addition, the new ropeway provides the only assured year-round, all- 
weather supply line to the nation’s capital, and should augment the country’s 
economic growth. 

Mr. Passman. Would you mind commenting as to why the same 
criteria should not be followed in spending the taxpayers’ money in 
foreign nations as is followed in spending it in our own Nation? 

Mr. Betu. I would comment. Perhaps you may want to elaborate 
on it, Mr. Rountree. 

I would say first, Mr. Chairman, that it is and has been the practice 
in the International Cooperation Administration to assure itself to 
the maximum feasible degree of the benefit to be obtained from a 
project which is undertaken and to secure the most effective possible 
engineering costing of that particular project. 

We follow the practice, if it is an engineering or construction ac- 
tivity, of hiring reputable, disinterested engineers to investigate. If 
they report favorably, a separate contract for construction is entered 
into. 

I donot think anyone disagrees with the desirability of the maximum 
assurance of the value of a project. I do think that it is very difficult 
in underdeveloped countries to be as accurate, mathematically speak- 
ing, or as certain of your data with respect to any elaborate project as 
it is in this country where figures are more reliable and more readily 
available. There is room for more estimate or judgment, more guess, 
if you want to put it that way, as to the validity of the figures with 
which you work. 

I think I could also say that in many instances where you are talking 
about types of projects which some people call economic infrastruc- 
ture, by this term meaning basic facilities which underlie economic 
development, such things as roads, communications of various sorts, 
it is difficult indeed to make a very meaningful or very accurate ap- 
praisal of the ultimate benefit which may be derived from this. 

It is true, I think, that American investors or other investors look- 
ing into the possibilities of effective industrial development or ef- 
fective private investment in a country, will be influenced by the ex- 
tent to which basic facilities exist. Therefore, the existence of such 
basic facilities does make a real contribution to the growth of the 
country, but one which is difficult to measure—especially in advance. 

I think my concern is that in pursuing a principle on which we agree, 
we avoid being put into a particularity of specific techniques which 
are hard to administer. 

Mr. Passman. Mr. Bell, you would not advocate spending the 
American taxpayers’ dollars on a foreign project on less convincing 
or certified data than on an American project, would you? 7 

Mr. Berx. Not in principle, no. : 











818 


Mr. PassMan. Many of us are very much interested in the Edmond- 
son amendment because we think the practice of proper justification 
will help the program and help the recipient country. Do you think 
there is any particular objection to that amendment ? 

Mr. Bexx. I am not sure, Mr. Chairman, exactly what the specific 
data requirements are in this country. 

Mr. Passman. Would you agree that we should have similar data to 
justify a project in one of the recipient nations as required for justi- 
fying a project in this country ? 

Mr. Betz. I think we should have a similar type of data. All 1 am 
saying is that one cannot rely on data always as being as accurate 
abroad as it is here. 

Mr. PassMAN. Do you think it wise to spend American taxpayers’ 
money on anything quite so uncertain as that, where we do not know 
whether it is a sound investment or whether the benefits derived from 
each dollar expended would be 5 cents or 40 cents or 60 cents? 

Mr. Bett. I think one should have an idea of the magnitude of the 
benefit to be expected. 

Mr. Passman. An idea will not get money from this committee if my 
vote has anything to do with it. We want more than ideas. The pro- 
gram will be continued and I shall support the appropriation bill, but 
I think the time is coming when this committee and this Congress 
shall demand to know whether or not these expenditures can be 
justified by a cost/benefit ratio factor. Every project we undertake in 
America is on such a basis. 

I think, when we get away from ideas of benefits and costs and get 
down to actual facts, the program will be better for all concerned. 

We shall wait for you to provide information on the tramway. 
Bring us your worksheets so the committee may know just how you 
arrived at the estimates. If they are classified, we shall keep them 
out of the record. 

Mr. Rountree. I wonder if I might add a word, Mr. Chairman, to 
what Mr. Bell has already said on the subject. 

Mr. Passman. Yes, sir. 

Mr. Rountree. As he indicated, it is, of course, our desire and in- 
tention to get as much information as is feasible in connection with any 
of these projects. I think we have, realistically, however, to appreciate 
the fact that the availability of statistical information in many of the 
underdeveloped countries is not such as it would be here in the United 
States, where we have accurate and precise methods of evaluating the 
facts. 

Mr. Passman. Then on what basis can you claim that the program 
is succeeding, if you have no knowledge of whether or not it is a 
sound investment ! 

Mr. Rountree. I do not say, sir, that we have no knowledge. 

Mr. PassMAN. Suflicient knowledge. § 


POLITICAL CONSIDERATIONS IN SFLECTING PROJECTS 


Mr. Rountree. I say the criterion of statistical information in 
many of the underdeveloped countries, I am sure the Chairman will 
appreciate, is necessarily not the same as it is here in the United 
States. The information is simply not available with the precision 
that it is in this country. 
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Moreover, I think we must bear in mind that our willingness to 
undertake many of these programs in this field is based primarily 
upon our desire to help in the economic project itself, but, also, we 
have to bear in mind the political factors in selecting projects, and in 
working with the governments to the basis upon which projects can 
proceed. 

Most of these countries are highly sensitive. There is, certainly, a 
limitation upon the an. unt of information of a particular nature 
that we might be able to btain in a given foreign country which, 
this being our own country, it would be relatively easy for us to 
obtain here. We cannot overlook the political aspects in implement- 
ing these programs. 

That is not to say, however, that there is any disagreement in 
principle; that we should seek to obtain the best possible information 
and statistics relating to the feasibility and economic justification of 
any project. 

Mr. Passman. Mr. Secretary, are we not creating an unfavorable 
impression when we go into a foreign country and spend our money 
recklessly? If funds are being spent on a project which is not fully 
justified, are we not creating a poor impression? I think much has 
been said since we started these hearings to the effect that we have 
lost prestige and the respect of many leaders throughout the world 
because of the manner in which we are throwing money around. 

Would you concur that we may be creating a very unfavorable 
impression to go in and start projects for which there is, actually, no 
justification so far as economically sound cost-benefit ratio factors 
are concerned ? 

Mr. Rounvrer. I certainly would not say for a moment that it is 
good idea to waste money or to undertake projects which have not 
been justified to the best possible extent, but I will say that it has 
been necessary in some countries to undertake programs on the basis 
of economic studies and facts that would not be comparable to the 
economic justification that you would develop in the United States. 
You do have political and psychological problems abroad which, 
often, make it necessary to proceed with programs of assistance that, 
perhaps, could be improved in terms of economic justification. 

Our objective should be, and must be, to avoid the waste of money 
wherever it is possible to do so. At the same time, we have to bear 
in mind the principal political objectives of our program. 

Mr. Passman. Would we not create a better impression, a more last- 
ing and more favorable impression, if we should be more exacting and 
demand that it be established that a project is an investment before 
we start on it? We could refer to many situations, not necessarily 
in your region, but, for example, in Laos, Vietnam, Cambodia, and 
Thailand, which on some subsequent date we shall discuss, and it will 
be somewhat shocking when we reveal the facts submitted by certain 
other Federal agencies. 

T am not arguing. I am trying to get a little assurance from the 
Secretary. Do you not think we would be better received in these 
countries if those people should realize, as we try at least to cause the 
American people to realize, that this is hard-earned taxpayers’ money 
we are spending, and that they are not going to get it unless the 
return on the investment will be greater than the value of the dollar 
invested? I think we shall have a better program if and when we 
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tighten it up and cause people to respect the American dollar. When 
they respect the way we do business, I think they will respect us. 

Mr. Bett. May I comment further? 

Mr. Passman. Certainly, Mr. Bell. 

Mr. Brut. I think there is a definite policy of endeavoring to do 
what you are saying should be done. I think the question with us 
is not whether we should require justification. 

My idea of the question is not whether we should require justifica- 
tion, for we all agree we should. I think the question is whether that 
justification has to correspond in precise terms to a mathematical 
formula which requires data which are not available in every case. 

Mr. Passman. Should such projects not be postponed until the 
proper information is forthcoming? Otherwise, we get started on 
thousands of programs in seventy-odd nations. The further we go, 
the more involved we become, the more committed we are to bring 
them to completion once they are started. 

Mr. Bet. I am quite sure there are many cases in which one can 
establish, to the satisfaction of any reasonable person, that there is a 
benefit to be derived without at the same time alae able to pin that 
benefit down to whether it will be 20 or 25 or 15 percent. 

Mr. Passman. I trust that I am reasonable. At the proper time we 
shall pin down 1 or 2 of these projects. We shall go according to 
facts, not ideas, and not guessing. Is that agreeable? 

Mr. Bex. Surely. 


EXCESS STOCKS TRANSFERRED TO MILITARY ASSISTANCE PROGRAM 


Mr. Passman. Mr. Secretary, why is no dollar value assigned to 
the rocket ammunition in the proposed program for military assist- 
ance to Turkey ? 

Mr. Suurr. Those are excess stocks, sir, and there is no charge to 
the appropriation for that delivery. 

Mr. Passman. Does that condition also apply to other nations? 

Mr. Suvurr. Are there other items of this nature in the program? 
Yes, there are, sir. 

Mr. Passman. Does that explanation apply to all items appearing 
in the justification where no dollars are involved ? 

Mr. Suurr. I would say in this manner, yes, sir. 

Mr. Passman. In order to be able to ascertain the real costs of the 
foreign aid program, do you not think we should receive an estimate 
as to the actual value of all of these items? 

Mr. Suorr. I would be glad to supply you the worth here, Mr. 
Chairman. 

Mr. Passman. Would you do so in each case, for every nation and 
every item where you have not applied a dollar figure? 

Mr. Suorr. Yes. sir, I will do it. I don’t know how many there 
are or how many man-hours are represented here. May I discuss this 
with the staff just a second # 

Mr. Passman. Yes. please do. 

(Discussion held off the record. ) 

Mr. Suvrr. Mr. Chairman, in the worldwide summarv book on 
page 30 there is a listing of the excess stocks by country with which 
this program is credited. These are acquisition costs, sir, and perhaps 
do not relate precisely to the cost of the item at the time that they are 
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received. But because under the law excess stocks may be delivered 
to this program without charge to this program, they are-in fulfill- 
ment of valid and legitimate requirements which, if not so satisfied, 
would have to be satisfied by appropriation means. Since there is no 
requirement to cost them for the law, they are put in here as acquisi- 
tion costs, and it might in some instances be a little unfair to add them 
up for that acquisition cost. 

Mr. Passman. At some prior date, though, some appropriation did 
pay for what is now going into this program without charge. 

Mr. Suvurr. This program never paid for it. 

Mr. Passman. I am speaking about the American taxpayer. Some- 
where down the line, some appropriation paid for what they are get- 
ting. Do you think, Mr. Secretary, that it would be worth something 
to put the total in the record so we may eventually bring this thing into 
clearer focus and know what the foreign aid program is costing? 

Mr. Suourr. Yes, sir; I think we very definitely could put the total 
in the record. 

Mr. Passman. If you would do that we should be pleased. 

Mr. Suorr. It is right there, sir. 

Mr. PassMAN. You might insert the total at this point in the record. 

Mr. Suorr. $40,513,000. 

Mr. Passman. Thank you, Mr. Secretary. That is the amount for 
1959. 

Do you not have some other items that you would want to add to 
that? If we carry this over from 1950 to 1958 what would be the 
total amount? 

Mr. Suorr. $1,064,699,000. 

Mr. Passman. That would be what has gone in for which there has 
been no charge to the program ? 

Mr. Suorr. That is correct. 

Mr. Passman. Thank you, Mr. Secretary. 


YEMEN 


The budget justification states that in Yemen concessions have been 
granted for exploration for oil and other minerals. To whom were 
the concessions granted ? 

Mr. Rountree. Sir, from where are you reading? 

Mr. Passman. I am reading from your budget justification. 

Mr. Rountree. I don’t see it in the budget justification. 

Mr. Passman. Turn to page 163. 

(Discussion held off the record.) 


SALES OF SURPLUS EQUIPMENT 


Mr. Anprews. Have you sold any surplus equipment to foreign 
countries through this program and made charges for the surplus 
used property ? 

Mr. Suurr. Yes, sir. How much over a billion is it now, Mr. Shaw ? 

Mr. Suaw. Roughly a billion and a half worth of military equip- 
ment has been sold for cash or almost for cash. 

Mr. Anprews. Was that the acquisition cost? 

Mr. Suaw. Not necessarily. 

Mr. Suurr. That is what we got for the hardware that we sold. 
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Mr. Suaw. Those are prices established by the services which make 
allowance for the age and condition of the items. 

Mr. Anprews. Depreciation. 

Mr. Passman. Before we leave the subject of excess stocks in the 
worldwide program of military assistance, Mr. Secretary, I believe 
you stated that the amount of $1,064 million is in addition to the regu- 
lar appropriation we make for the program. Is that correct? 

Mr. Suvrr. That is correct, sir. 

Mr. Passman. Is this the acquisition cost or is this an estimate as to 
the present value? 

r. Suurr. No, sir. This is the acquisition cost to the procuring 
service. 

Mr. Passman. Thank you, Mr. Secretary. 


YEMEN OIL EXPLORATION 


I believe we have found the reference to the question that I asked 
and I shall restate it: The budget justification states that concessions 
have been granted for exploration for oil and other minerals in Ye- 
men. Granted to whom? 

Mr. Rountree. The Yemen Government granted to an American 
firm several years ago a concession for a large part of Yemen terri- 
tory for exploration of oil and other minerals. ‘This firm was known 
as the Yemen Development Corp. However, the Yemen Develop- 
ment Corp. did not find oil and was unable to meet its financial pledges 
to the Yemen Government, as a result of which we understand the 
Yemen Government has taken steps to cancel that concession. 

In addition to the concession to the American firm, a certain coastal- 
area concession was given to a German firm. The German firm did 
not find oil and, I believe, is no longer pursuing that exploration pro- 
gram. The Yemen Government, I understand, has under negotia- 
tion or discussion the possibility of oil concessions to several coun- 
tries—— 

Mr. Passman. Would you name them, please? 

Mr. Rountree. Including an American firm, and, also, including 
the possibility of a deal with a Soviet-bloc country. To our knowl- 
edge, a concession has not been granted to the Soviet-bloc country. 

Mr. Passman. It is under consideration, just as our country is un- 
der consideration, though ¢ 

Mr. Rountrer. Yes, sir. 

Mr. Passman. If that concession should actually materialize, would 
it mean that our program would facilitate Communist exploration for 
oil in Yemen ? 

Mr. Rountree. I do not believe that it would have any such mean- 
ing; no. As you know, the Yemen Government has recently under- 
taken a series of agreements with the Soviet bloc, including the Chi- 
nese Communists, as a result of which Yemen is receiving aid from the 
Soviet Union, certain eastern European satellites, and Communist 
China. 

Mr. Passman. Thank you, Mr. Secretary. 

Mr. Narcuer. Off the record. 

( Discussion held off the record.) 
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TRANSFERS OF EXCESS STOCKS TO MILITARY-ASSISTANCE PROGRAM 


Mr. Gary. May I ask just one question pertaining to the military 
assistance furnished from excess stocks. It was stated that there is a 
cumulative total of $1,064,699,000 supplied from these excess stocks, 
as shown by the table in the justifications. It is my understanding that 
this $1,064,699,000 represents the procurement value of certain ma- 
terials that were excess stocks in our military services which were 
transferred to the various countries without dollar value, and in ad- 
dition to the appropriations which have been made by the Congress 
for those countries. 

Mr. Suurr. That is correct, sir. 

Mr. Gary. That isall. 

Mr. Suurr. You say without dollar value. May I say it a different 
way, Mr. Gary’ Without charge upon this program. 

Some of these items were in such a state of repair that they were 
not acceptable. In other words, they were not operational. Else- 
where here, under the headings of “Repair and rehabilitation” and 
“Packing, handling, and crating,” both categories of which you are 
aware, moneys have been spent from the program to put some of these 
pieces of equipment into operational shape so they can be used satis- 
factorily by the recipients. 

Mr. Gary. What I meant was that there had been no dollar reduc- 
tion from the program by reason of these transfers. 

Mr. Suurr. No, sir. These fulfill valid requirements, as I men- 
tioned earlier, sir. 

Mr. Mutter. Might I ask a question, if the gentleman will yield? 

Mr. Natcuer. Go right ahead. 

Mr. Mixer. It is a followup on what has just been said. Do I un- 
derstand you to say that these were military items? 

Mr. Suurr. That is right, sir. 

Mr. Miuter. They were transferred from our own Defense Estab- 
lishment ? 

Mr. Suvurr. As excess stock; yes, sir. 

Mr. Mitier. Did I further understand you to say that there was no 
payment to the armed services for this material ? 

Mr. Suvurr. That is correct, sir. 

Mr. Mitier. How did they do that, under their stock fund? Was 
the material not even considered salvageable ? 

Mr. Suurr. May I go back just a little bit, Mr. Miller? We had 
been talking about this prior to the time you came in. As you know, 
the armed services from time to time review their stocks on the basis 
of what is required for mobilization. 

Mr. Miter. I am fully familiar with that. That is why I am try- 
ing to understand this. It seems to me that this is a little different 
story from what I had understood the situation to be with the armed 
services. They have surplus materials and, normally, it is either 
disposed of or salvaged, but it isn’t just given away without any 
transaction shown on their books, is it ? 

Mr. Surorr. I do not know that I can describe, specifically, the 
transaction on their books. May I call on Mr. Shaw, our Comptroller, 
to answer the transaction on their books. 
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Mr. Suaw. Mr. Miller, section 545 (h) of the Mutual Security Act 
specifies that the materials that are excess to the requirements of the 
mobilization reserve of the Army, Navy, and Air Force may be trans- 
ferred to the military-assistance program without charge. This is 
where the Army, Navy, and Air Force get the authority to reduce their 
stock levels, just as a writeoff, without reimbursing their appropriation 
In any way at all. 

Mr. Mriuer. That is rather interesting, because that had not been 
called to my attention. 

Mr. PassmMan. $1,064.699,000 through June 1958. 

Mr. Suurr. Delivered, sir. 

Mr. Mrirrr. For which no credit is given to the armed services? 

Mr. Suurr. For which no credit was given to the armed services. I 
stipulated these were acquisition costs to the procuring service. 

Mr. Mirier. And not the present value? 

Mr. Suorr. No, sir. 

Mr. Passman. In some services, they refer to this as material which 
has been “surveyed,” meaning it has been removed from the list of 
records as having a value to the particular service. 

Mr. Suurr. Yes: some people call it that. 

Mr. Passman. I think that is a Navy expression, at least. 

Tf the materials as listed here are worth $1,064 million, to get the 
total cost of the program you would add that to the appropriated 
dollars, would vou not? 

Mr. Suurr. No, sir. 

Mr. Passman. You would not? : 

Mr. Suvrr. You would not, for the reason that these were acqui- 
sition costs. 

Mr. Passman. T qualified my question by stating that if it had a 
value of $1,064 million to the recipient nation, then to get the grand 
total you would add the amount to the dollars appropriated, would 
you not? 

Mr. Suourr. Sir, my remarks which have gone before indicate that 
it does not have a current day value of $1,064,699,000. That was what 
it cost when it was procured new. So obviously it cannot have that 
valne as of the day that it was transferred. 

Mr. Passman. You may have had some of this material for 10 or 
12 vears, and replacement might possibly cost 250 percent of the orig- 
inal amount. Might it not serve the same purpose to a recipient na- 
tion as if you procured new material? 

Mr. Srurr. Serving the same purpose and having the same value 
are two different things, Mr. Chairman. 

Mr. Passman. Is there not a possibility that the actual value would 
be greater than the original value? 

Mr. Suorr. I don’t think IT am capable of answering that question. 

Mr. Passman. Would you say that the replacement cost in many 
instances would possibly exceed the original cost ? 

Mr. Snuovrr. The replacement value would probably be replacement 
for a different animal. Mr. Chairman, not exactly the same kind of 
piece of hardware. I do not think it is fair to say that the program 
should have added to it $1,064.699,000. 

Mr. Passman. Did you insert these figures here merely to amuse 
the committee? 





Mr. Suurr. No, sir; we inserted them in here just to answer the 
kind of question that you asked. 

Mr. Passman. All right, then. We want to know your estimate of 
the value of this equipment. 

Mr. Suurr. I would not have any way of ascertaining that, sir, 
because the $1,064 million is made up of goodness only knows how 
many hundreds of thousands of items, and to tr y toestimate what value 
those items have is beyond compr ehension. 

Mr. Passman. How could you state, then, they are not worth 
$1,064 million, if you cannot state their estimated value? 

Mr. Suv FF. Because it makes sense to me to think that something 
that was procured sometime ago and has had some wear by our own 
services, just in the nature of accounting procedures makes the value 
somewhat less than when it was acquired. 

Mr. Passman. But at the same time the replacement cost may be 
somewhat greater for the same types of items. 

Mr. Snorr. For similar items. 

Mr. Passman. For similar items. 

Mr. Suurr. Yes. 

Mr. Miiuer. As I understood the situations as it was reported to our 
subcommittee on military appropriations, if we had in surplus supply 
antiaircraft guns which had a high cost during World War II and 
which had a very important military value at that time but have 
now been replaced with Nike: if our Military F Establishment does not 
have an immediate need for the antiaircraft guns; and if there is an 
allied country that does need them and we supply them under the 
mutual military aid program, by understanding was that a value was 
placed on them, not the cost value because obviously the equipment is 
becoming less modern—we will not say it is obsolete but it is ob- 
solescent-—and it is transferred. But my understanding was that even 
so it was appraised as a secondhand jeep would be appraised; that a 

value would be placed on it and as far as the bookkeeping was con- 
cerned the Army, Navy, or Air Force, wherever it came from, was 
credited with that transaction, 

Mr. Suvrr. This is certainly so for most of our transactions. 

Mr. Murer. Then am I to understand that in this $1 billion plus 
transfer, these items were not considered to be of any value at all? 
Were they considered differently than the hypothetical case I men- 
tioned ? 

Mr. Suurr. Yes. They were classified in excess of the mobilization 
reserve requirements, which put them, from a United States Services 
point of view, in a different category. 

Mr. Mruirr. That might be true of the antiaircraft gun, which may 
not be in our requirements but are still good hardware. 

Mr. Suurr. Yes, and I would guess the antiaircraft guns would not 
fall in thiscategory. Isthat right, Mr. Shaw ? 

Mr. Suaw. That is correct. In the first instance where the MAP 
pays a reduced price, they are still classified in the mobilization re- 
serve requirements of the service concerned. 

Mr. Mrier. But they are still surplus? 

Mr. Suaw. They have not been declared surplus. 

Mr. Miuurr. The determination depends on whether or not they 
have been declared as surplus? 
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Mr. Suaw. There are Department of Defense directives which 
classify the items. The items you spoke of are still classified in the 
mobilization reserve requirements. 

Mr. Mriuer. For instance, a rifle is still a good piece of hardware 
but it may not be what they want because they have more modern guns. 
Would a thing as modern as a rifle or a machinegun in perfect condi- 
tion still get in this program as excess just because the service does 
not need it ? 

Mr. Suaw. Yes, it could, if the decision was made that under mobili- 
zation conditions the rifles would not be needed. 

Mr. Suurr. But there is something we have to add to that. This 
does not happen just because of the hardware itself. What you state 
there would only happen if the force levels of our own services were 
reduced substantially so as to make what was in stock no longer a 
requirement for a lesser number of troops. This is the only way that 
could happen. 

Mr. Mitter. Would it not have to go further and require not only 
that our present force levels be reduced but our anticipated force re- 
quirements be reduced ? 

Mr. Suvrr. I would think the two would go together. However, 
let me hasten to add that the mere fact a more modern weapon is re- 
placing a weapon such as the antiaircraft artillery by the NIKE mis- 
sile does not automatically make the antiaircraft gun excess to the 
Army’s mobilization reserve. This does not follow because you do 
not stop using antiaircraft artillery today and replace it all with 
NIKE tomorrow. This is a phased proposition and it goes slowly. 
So we would not get into a situation of excess antiaircraft artillery 
until such time as the NIKE had completely met the requirements. 

Mr. Mrter. I realize that, but at the same time unless NIKE had 
on a worldwide basis replaced all antiaircraft artillery, the antiair- 
craft artillery would have a market value. 

Mr. Suurr. And for that this program pays. This does not fall 
in the category of page 30. 

Mr. Mitre. Just because we do not happen to need it, if it has 
worldwide value it is not marked off as valueless ? 

Mr. Suvrr. That is correct, it is not marked off as valueless. 

Mr. Miter. And in those cases the services, while they do not re- 
ceive the cost value, do receive what is considered to be the market 
value? 

Mr. Suorr. A fair value. 

Mr. Mixer. A fair value as of today? 

Mr. Suorr. That is right. 

Mr. Passman. Thank you, Mr. Miller. 


EXCESS STOCKS PROGRAMED FOR MILITARY ASSISTANCE 


Now we shall insert in the record from page 30 at the top of the 
age: 
Proposed for fiscal year 1959, $40,513,000, 
The program for 1958, $182,196,000. 
Cumulative 1950-58, $1.295,527,000. 
Deliveries to June 30, 1958, $1,064,699,000. 
Fiscal 1959 and later, $230,828,000. 
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_ The record will show that this is the original acquisition cost and 
is not chargeable to any appropriation made directly to the mutual 
security program. Is that correct? 

Mr. Suurr. That is right, and to fulfill valid requirements. 

Mr. Passman. I am dealing here only with dollars, and not the 
policy. The value of excess stocks is in addition to any appropriation 
made directly to the mutual security program. 

We shall insert also the following statement from the budget justi- 
fication, defining excess stocks. 

(The statement referred to follows :) 

Represents the value of equipment and supplies programed for MAP recipients 
from stocks owned by the United States which is in excess of the mobilization 
reserve for which there is no charge to MAP appropriations except for the 
repair and rehabilitation and packing, crating, handling, and transportation of 
such materiel. In addition, for fiscal year 1958 and fiscal year 1959 includes for 
the new recipient country program any MAP supplied equipment excess to the 
original recipient country’s requirements or undeliverable to the country as a 
result of change in country requirements. This materiel is furnished at no 
additional charge to MAP appropriations except for, in certain instances, the 
repair and rehabilitation and packing, crating, handling; and transportation of 
such materiel. 

Mr. Passman. And now, gentlemen, may we stand adjourned until 
tomorrow morning at 10 o’clock. 


Fripay, JuNE 6, 1958. 

Mr. Passman. The committee will come to order. 

When we recessed yesterday Mr. Natcher was examining the wit- 
nesses. As we resume hearings this morning we shall start with Mr. 
Natcher, continuing his examination. 

I think the record should show that Mr. Natcher has attended all 
the sessions of this subcommittee that he could. He is on two other 
important subcommittees of the Appropriations Committee, and he 
was selected also to serve on the Space Committee. 

That committee conducted hearings for many days, and I under- 
stand many of the meetings went into night sessions. 

Because of these other assignments, Mr. Natcher was not privileged 
to be present all the time when Mr. Smith, the Director of ICA, made 
his general statement before our committee. Therefore, because of 
the great contributions Mr. Natcher has made to the committee’s 
deliberations in the past, we felt we should ask Mr. Smith if he would 
come back before the committee so that our distinguished colleague 
could ask certain questions. 

Mr. Natcher. 

Mr. Natcuer. Thank you, Mr. Chairman. I certainly appreciate 
your statement. 

Mr. Smith, I want you to know that I appreciate your coming back 
before our committee at this time. 


OrrsHORE PROCUREMENT 


Now, Mr. Smith, according to my information the offshore procure- 
ment program is averaging about 20 percent of total foreign aid out- 
lays. Coal is purchased in Australia for delivery to the National 
Korean Railway in Korea, and planes are purchased in Italy. These 
are two of our offshore procurement items under the mutual security 
program, and there are many others that I could call your attention 
to at this time. 
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Today in this country we have a number of chronic surplus labor 
areas, and it is a known fact that we are passing through a recesson 
period. Heretofore purchases in the offshore procurement program 
were designed to bolster the military production potential of our 
allies, and in some instances the cost of the items produced amounted 
to less than the production cost in this country. 

In justifying our mutual security program we inform our people 
that nearly all of the money appropriated in this particular program is 
spent in our country. 

Some of our people who generally frown upon such expenditures 
become reconciled to this program due to the fact that most of the 
money is spent in this country. 

Mr. Smith, I believe that now is the time to discontinue offshore 
rocurement purchases under the mutual security program. Our 
actories are no longer working to full capacity and purchases should be 

made in this country with attention directed especially to those 
areas which have been hit by an economic recession. I do not favor 
cancellation of existing contracts, but I am against any additional 
contracts for new purchases. 

How do you feel about this matter, Mr. Smith? 

Mr. Situ. Off the record. 

(Discussion off the record). 


ICA FUNCTION OF FOSTERING PRIVATE INITIATIVE AND COMPETITION 


Mr. Smirx. Mr. Natcher, as you know, the ICA operates under the 
general policy set forth by Congress, and I am referring particularly 
to section 413 of the act, a part of which I would like to read at 
this time: 

The Congress recognizes the vital role of free enterprise is achieving rises in 
levels of production and standards of living essential to the economic progress 
and defensive strength of the free world. Accordingly, it is declared to be the 
policy of the United States to encourage the efforts of other free nations to in- 
crease the flow of international trade, to foster private initiative and competition, 
to discourage monopolistic practices, to improve the technical efficiency of their 
industry and commerce, and to strengthen free labor unions and encourage the 
contribution of United States enterprise toward economic strengthening of other 
free nations through private trade and investments abroad, private participation 
in the programs carried out under this Act, including the use of private trade 
channels to the maximum extent practicable in carrying out such programs, and 
exchange of ideas and technical information on matters covered by this section. 


That is the general concept under which we have been operating 
here which means that our procurement has been made through a com- 
petitive process in the worldwide market. 

Now, unfortunately, what has been happening here in the last few 

years is that our foreign competitors have been gaining a larger and 

aoe share of some particular aspects of the business that we do, 
and 1 or 2 of these industries that are hard hit here in our present 
recession are industries that have been having difficulty in obtaining 
business that is ICA-financed, and their difficulty in obtaining this 
business is because they could not meet the worldwide competitive 
prices. 

I am concerned, as is everyone else, with the fact that we have these 
industries that are having a hard time today, industries in which I 
believe there is as much as a 50-percent reduction in their employ- 
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ment, but I doubt very seriously if this agency is the one to cure that 
problem. 

The ICA was designed specifically to do a job with other countries 
in the rest of the world. 

I would like to do other things, and carry on our work to the ad- 
vantage of the most people possible, but I think that the primary 
objective of the ICA is spelled out to a larger extent in section 413, 
which I have just read to you, and that to divert the work of this 
agency to take on the job of bolstering up specific industries within 
the United States would be a mistake. This does not mean that I 
am not sympathetic to the problem. 

I am simply wondering whether this is the right tool of government 
to do the job as compared with many other agencies that there are 
available, and whether the money that has been appropriated here 
in the mutual security program is designed to or was intended to 
strengthen the distressed areas or whether some totally separate 
fund should not be used to do this. I do not know the answer, but 
you asked me the question as to what my views are. My views are 
that this money that you are appropriating now should be kept 
directed at the principal job of the mutual security program and 
should not pick up another responsibility and that is the relieving 
of distressed areas in the United States. 


SUGGESTED TERMINATION OF OFFSHORE PROCUREMENT 


Mr. Narcuer. Mr. Smith, assuming that this subcommittee 
recommended to the full Committee on Appropriations that the 
sum of $3 billion be appropriated for the mutual security program for 
1959. Why could not the entire $3 billion be utilized in this program 
in-such a way as to carry out the objectives of the original law which 
you have read into the record, and still stop all offshore procurement 
purchases under this program? 

Why can you not accomplish those aims and objectives that you 
read out of the original law, and still stop offshore procurement 
purchases? 

It has been called to my attention by one of my colleagues here, 
Mr. Smith, that we purchase trucks in France, and why should we 
purchase trucks in France or in other countries when we are having 
trouble in our motor vehicle industry in this country today? Why 
not purchase them in this country, and turn them over to the country 
where the program calls for trucks? 

Mr. Smiru. If we leave the trucks out for the moment, because 
that happens to be a military item, I would like to talk about the 
general principle—the question being why should not we direct our 
purchases of all the things that we are financing to American industry, 
and not permit foreign industry to bid on these contracts? 

Mr. Narcuer. Now, Mr. Smith, you will pardon me at that point: 
Do we agree on the figure that I am using of approximately 20 percent, 
as the amount of the entire program that is used in offshore procure- 
ment? 

Mr. Smiru. We have a whole set of figures here which I would like 
to go over with you. 

Mr. Narcuer. I say, is that approximately correct? 
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Mr. Smitu. Out of the total mutual security funds about 20 percent 
is spent in what you call offshore procurement. 

Mr. Natcuer. Allright. Using that as the major premise, proceed 
from there, Mr. Smith, and tell us why you think we should continue 
expending 20 percent of this entire amount in offshore procurement, 
and not spending it in this country when our people are in need. If 
you will, Mr. Smith, I want you to point out to me under the provisions 
of the original law and authorization those provisions which provide 
that that money has to be expended in foreign countries through the 
offshore procurement idea. 


ICA RESPONSIBILITY FOR PROMOTION OF INTERNATIONAL TRADE 


Mr. Situ. The language in section 413 leads me to think that we 
are doing the proper thing, and are doing what Congress intended by 
putting these contracts out for worldwide competitive bidding, and 
it is as follows: 

“To encourage the efforts of other free nations to increase the flow 
of international trade.”” We were directed ‘‘to foster private initiative 
and competition.” 

Where the word “competition” is used there, I believe that that 
means competition not simply between American industries, but 
between the industries of other free nations and the United States. 

Mr. Forp. May | ask a question, Mr. Natcher? 

Mr. Natcuer. Go ahead, Mr. Ford. 


INCREASE IN OFFSHORE PROCUREMENT 


Mr. Forp. Is this 20 percent figure about what it has been in the 
past, or is there a significant trend one way or the other? 

Mr. Smita. In some specific industries there has been a very 
definite trend upward. In other words, more and more foreign 
companies are getting a larger share of this business and this results 
entirely from the inability of American—some segments of American 
industry—to beat the prices that are being offered to us by foreign 
countries. 

We do not direct the purchasing, as you know, to any particular 
country or company. Where you use the competitive bidding system, 
it is simply a matter of who can come up with the most favorable price. 


COAL PROCUREMENT 


Mr. Natcner. Mr. Smith, if I told you that I am in favor of pur- 
chasing all coal in the United States that is used in this entire program 
regardless of where it goes to, would you agree with that statement? 

I have in mind this: The coal interests in this country are bidding 
through the General Services Administration for coal that is programed 
by the ICA for Korea and other countries, and Australia, Japan, and 
others come in and bid on this coal. I say to you, Mr. Smith, that 
regardless of what this coal costs it should be purchased in this 
country. I do not think that Australia or any other country should 
be permitted to bid against our people for coal or any other product 
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when our people are in need, and are going through a period of re- 
cession as they are at the present time. 
How do you feel about that, Mr. Smith? 


RESULTS OF CONFINING PROCUREMENT TO UNITED STATES 


Mr. Situ. I am very sympathetic to your point of view, but I 
would like to point out what would happen if we did this: We would 
end up by paying more for coal than we do today. 

Mr. Natcuer. Mr. Smith that is all right if it is paid to our people. 

Mr. Situ. But I want to talk about the consequences of that. 

Mr. Narcuer. All right. 

Mr. Smiru. This would mean 1 of 2 things: Either you would 
have to have a larger appropriation for the mutual security program 
in order to do the same job, or you would end up by doing a lesser job 
with the same amount of money. 

That is a decision that could be made perfectly easy. It would 
also mean in some cases—and I think Japan probably is the best 
example because we buy quite a lot of things through competitive 
bidding from the Japanese—this gives a dollar input to Japan, and it 
has been determined that these dollars are then spent by the Japanese 
right back here in the United States. 

“It is true that they are not spent in the same industry, necessarily, 
that we would have spent the dollars if we had been directing the pur- 
chases within the United States. In other words, it is possible that 
on a competitive bid for coal the Japanese get the contract and we 
then pay them for the coal, and they turn around here and buy some- 
thing other than coal and, consequently, the dollars do not serve the 
purpose that you are particularly concerned with at the moment, and 
and that is getting a flow of money into the distressed areas, but the 
dollars do come back bere. 

Iam not sure if you have had an opportunity to read it, but the 
National Planning Association has made a rather careful study of what 
happens to the money that is appropriated to this program, and how 
it leaves the country—whether or not it does through the competitive 
bidding process—and what happens to it when it comes back here. 

I would like to put that in the record. 

Mr. Gary. will the gentleman yield at that point? 

Mr. Narcuer. I yield. 


VOLUME OF COAL EXPORTS 


Mr. Gary. Is it not true that we export far more coal than is pur- 
chased under this program, or is imported by the United States? 

Mr. Smirn. I can give you a figure on the total amount of coal that 
has been bought by ICA funds from overseas compared with the 
total coal sales in the United States, so that you will have some idea 
of the magnitude of the operation. 

Mr. Natcuer. I would like for you to submit those figures for the 
record. 

Mr. Smiru. We have the information right here. 
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(The information referred to follows:) 


ICA expenditures for bituminous coal 


[Thousands of dollars] 


| 
Fiscal year | F'scal vear 
1957 | 1958 July 1- 





| Mar. 31 
z nal 4 sa erode 

Bh canenkacnunecadcqthatesbntvdatibckses = tidshs de apitdadciten testa $30, out $18, 766 
Purchased in Un'‘ted States_._- : CEE ae 22, 105 | 15, 335 
en Se ON a eee nnn re tnbneprehnhechappbadmnepe nd 8, 882 | 3, 431 
NN oe. scicnsinceutnunadunddbsdpnedaae cadena ene 5, 489 | 1, 553 
IT TR i ok wn haphigumngeticiterienindin aniaaiooate Pe: oe 2,610 | 1, 594 
wean Geemem (rene) 2... sci sl lili. en cll sbsts didduwddedtiiwiasd Bee Soleus tid . 
i cee it a ee ea > 200 | 284 


Source: Office of Statistics and Reports, International Cooperation Administration, June 12, 1958. 


Bituminous coal—United States production and exports 











| 1953 1954 | 1955 | 1956 1957 
Re Sih Eh ee es et eh hs pas _|. eth thks 
United States production (millions of tons) -._.-.---- lista andl 453.0 | 392.0 469.4 | 500.5| 487.9 
United States exports (millions of toms) ._._--- noosrepersrsbes 33.8 31.0 51.3 | 68.6 | 76.3 
nna MII 6s = 8 oe ee es ee eT 7.5 7.9| 10.9) 13.7 15.6 
Value of United States exports (millions of GUTS) ..6sicseee nod | 283. 2 | 252. 6 436. 6 658. 5 763.7 
! ' 











Source: Office of Statistics and Cetenl International Cooperation Administration June 12, 1958. 


Mr. Denton. Can I ask him a question right there? 
Mr. Gary. I wanted to ask 1 or 2 further questions. 
Mr. Smirx. Could I answer this last question? 


Mr. Gary. Yes. 


OFFSHORE PROCUREMENT IN RELATION TO TOTAL SALES VOLUME OF 
UNITED STATES INDUSTRIES 


Mr. Smrru. In general, we will put some figures in and we will 
submit the figures that you have asked for. That is, we will give you 
the total sales volumes of some industries such as coal and the total 
sales volumes of some industries such as coal and the total sales volumes 
of foreign companies through ICA funds, and I think you will find 
that the off-shore procurement constitutes a very, very small percent- 
age of tthe total. 

Mr. Natcuer. Now, Mr. Smith, in submitting those figures for 
the record, you will also show the origin so far as the coal that is 
supplied is concerned; that is, the part in the United States, the part 
in Australia and the part in Japan and the part in Korea and the other 
countries? 

Mr. Smiru. Yes, sir; we will break it down as best we can. 
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(The following information was subsequently supplied :) 
Relation of principal commodities procured offshore normally under free-world 
competitive bidding to United States manufacturers’ sales 


[Dollars in millions] 





| 


lu nited States| | Percent ICA 

| _manufac- | ICA offshore | offshore pro- 

} turers’ sales | procureme nt | curement to 

| (calendar (fiscal year |United States 
year 1957) 1957) | manufac- 

| | turers’ sales 


| 


Machinery and equipment. --.-...................-...-.....-- | $51, 000 | $71 0.14 
Iron and steel mill products. il are es a 18, 000 | 58 | .32 
Fabricated basic textiles i Se. see : | 13, 000 | 89 | . 68 
Sucar and related products. ._......--.-.-- teadatceeninnaaaell | 1, 300 | 32 | 2. 46 
Che:rricals and related products___- r= tonqamnivoe 22, 700 42 | .18 
Potecioura ened prodmetes oi ss 5 ss cbbce sock didiesbk. oo. 15, 000 45 . 30 
Fertilizer . es ie aca gat 3 700 33 | 4.71 
Nonferrous rr etals and products Sawin . bdaworie ; a 5, 800 | 14 | 24 
Motor ve iicles, engines, and parts.--.-.-...................-.... 24, 900 14 | . 06 
Cement and other nonmetallic minerals rate ecaecee 8, 500 23 ae 
Lumber and lumber manufactures... -...................----... 11, 500 9 . 08 
Pulp and paper sine aint ai eee 10, 800 7 . 06 
Bituminous coal... ce thee toe £22. co deadeced | 12. 500 9 . 36 


1 Value at mines. Excludes transportation costs. 

Note.—The industrial classification of manufacturers’ sales and the commodities procured by ICA are 
not always exactly comparable in commodity coverage. For some industries, manufacturers’ sales ar¢ 
partially estimated. o 


Source: Office of Statistic sand Reports, International Cooperation Administration, June 12, 1958. 
WISDOM OF TERMINATING OFFSHORE PROCUREMENT 


Mr. Gary. Mr. Chairman, my thought was this in asking the 
question: It is my impression that our coal industry has received 
substantial support during the last year or two from exports. We 
have sold a great deal of coal throughout the world and that has helped 
to keep our mines running. Now, if we discriminate against these 
other countries and then they in turn discriminate against our coal, is 
not there a possibility that we will lose more than we gain by such 
action? 

Mr. Smitru. There is a very definite possibility that if we stop 
letting foreign countries bid on this business, this stops the flow of 
dollars to those countries, and also may build up other barriers to the 
point where they are simply going to say ‘‘Well, if these fellows are 
not going to trade with us, we in fact will not trade with them.” 

Mr. Gary. Mr. Smith, you will supply the information which I 
requested, will you not? 

Mr. Smirn. Yes, sir. 

Mr. Natcuer. Mr. Smith, do you mean to inform the committee 
that if we stopped foreign countries from bidding on coal on a com- 
petitive-bid basis through the General Services Administration for the 
ICA program that that will in any way affect the total exportation of 
coal by the coal interests in this country abroad? 
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Is that what you mean to tell this committee? 

Mr. Smita. It certainly could have that possibility. 

Mr. Natcuer. How would it affect it? 

Mr. Smitx. Let me go back to the National Planning Association 
report. We are now not talking about coal alone. We are talking 
about the total overseas expenditures. The NPA came to the con- 
clusion in their report, I believe, that if you spent all mutual security 
program money within the United States, you would actually end up 
with less employment here than you do under the present system. 
Now, I am not an expert on this, and that is why we asked an outside 
independent agency to make this study, because this is a very serious 

roblem that you are talking about, and we certainly do not want to 
ead you to believe that by suddenly changing our system of procure- 
ment you have found a solution to unemployment in the coal industry, 
because if you do this through this particular legislation and then we 
find it does not work, then you have offered a cure and relied on us to 
make it effective, and I simply would have to be frank with you in 
telling you I do not think it is going to solve this problem. 

Mr. Natcuer. Mr. Smith, in other words, if Australia is refused 
the right to bid competitively on coal in this program that it some 
way might prevent the coal interests in this country from exporting 
coal to Australia which has an ogersupply now? 

Is that what you mean to say to the committee? 

Mr. Situ. No, sir. 

Mr. Natcuer. How is it going to affect the situation insofar 
the exportation of coal is concerned? 

Mr. Situ. If we refuse to continue the practice of engaging in 
foreign trade, whether it is in coal or any other item, you are going 
to start building up international trade barriers, and you are going to 
start reducing the total amount of exports, and coal is only one of 
innumerable industries involved here, and pretty soon you are just 
not going to have our great outflow of goods to foreign countries 
which 1 are supporting a very large population here in the United States. 

Mr. Natcuer. Mr. Smith, I am confining my questions to you just 
as to the mutual security program, and the coal purchased by the 
ICA for programs abroad. I know full well that we must trade to 
survive. Of course, our trade program and foreign policy program 
are not under consideration here. This money is given away—we 
call it mutual security. Anyone knows that foreign trade is not a 
one-way street. That is just commonsense. My questions pertain 
only to foreign aid money. 

I want to yield to Mr. Denton at this point. 

Mr. Denton. I have coal miners in my district, too, and coal 
operators. One of them met me right out in the hall one day last 
week, and he said, ‘‘We have 100,000 tons of anthracite coal laving off 
the coast of France, and we cannot get it in there.’ T have heard 
them say this many, many times— that the »y can sell coal cheaper than 
any place in the world. We might pay higher wages, but we have 
much more efficient operations with our machinery, and so forth. 
However, they say that they cannot get coal into other countries 
because of tariffs, licenses, quotas, and other kinds of restrictions. 

Now, here is what they cannot understand—these coal people 
why American oil companies come over and dump oil in here and put 
them out of business, when they cannot get into other countries and 
sell the coal. That is their complaint. 


as 
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It seems to me that this question of trade barriers is a two-way 
street. We should not have trade barriers laid down which prevent 
our coal getting into these other countries? 

Mr. Smiru. | agree with you, but you have gotten me out of my 
depth now. You are over in the international trade agreements field, 
which is not my field, but certainly I would agree with you that if a 
country is building up barriers that tend to stop our goods from 
flowing in there on a competitive basis, then we certainly should not 
stand ‘by the principles of competitive bidding, and let that country 
take advantage of it. I think you are absolutely right. 

Mr. Denton. Rec ‘iprocal trade is a two-way street. 

Mr. Smitx. This has to work both ways, or we should not be 
left 

Mr. Gary. Apparently, the probability which I suggested has 
already happened to some extent. 


AMERICAN INDUSTRIES BENEFITED BY OFFSHORE PROCUREMENT 


Mr. Narcuer. Mr. Smith, it seems to be admitted that the coal 
industry has been hurt somewhat by this particular procedure. Can 
you name for me any industry that has been helped insofar as this 
particular program is concerned from the standpoint now of offshore 
procurement? 

Mr. PASSMAN. You mean any industry that has been helped in this 
country? 

Mr. Nartcuer. I mean any industry that has been helped in this 
country insofar as the offshore procurement procedure now in use 
by the ICA is concerned. 

Mr. Smirn. I would like to submit the answer to that question. 
This is a difficult question to answer, and I do not want to give you 
an off-the-cuff answer on it. 

Mr. Passman. Will the gentleman yield? 

Mr. Narcuer. I yield to my chairman. 

Mr. Passman. Would you be agreeable to giving us some type of 
an answer? 

This committee always wants to be cooperative with witnesses, 
and will permit them to insert certain information, and certain 
committees will prepare questions and allow the Department con- 
cerned days in which to submit answers 

However, we want you to make, if you w “ill, some type of reply to 
Mr. Natcher’s question for the record. Then if you want to supple- 
ment that reply with additional information, you may do so. 

Do you regard that as an unfair request? 

Mr. Natcuer. I think, Mr. Smith, that you should answer the 
question. 

Mr. Smiru. The question is what industries in the United States 
have been benefited by maintaining the procurement system that 
permits offshore procurement? 

Mr. Nartcuer. Yes, sir, but give me any example, and name any 
article or any company or any industry that has been benefited. 

Mr. Smit. Well, in fact, about 80 percent of the money that is 
spent, is spent in American industry, and indicates that— 





Mr. Nartcuer. Let us get back to offshore procurement, now, 
Mr. Smith. Let us stay with that subject now. That is what we are 
talking about. ' 
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Mr. Smitx. The American company got that business because it 
went out and competed for the business. Is not that true? 
| Mr. Narcuer. You go ahead, Mr. Smith, with your reply. 

Mr. Murpny. Could we have a minute for a consultation? 

Mr. Situ. I will answer your question in a general way if I may, 
Mr. Natcher. 

The dollars that have gone overseas as a result of offshore procure- 
ment come back here to the United States. In other words, they go 
to a foreign country and they are then spent in the United States as 


ay 


I pointed out before, possibly i in a different industry than the one in 
. which you are interested. But we can show very definitely that the 
outflow of dollars permits a greater inflow of dollars, thereby increas- 
ing the ultimate outflow of American goods. 

Ps (The following additional statement was supplied for the record:) 


The answer to this question is that all exporting industries in time benefit 
from the spending in the United States of the dollars initially used for offshore 
procurement. These dollars are not lost to American industry and agriculture. 
I can say that all exporting industries benefit as these dollars enable other coun- 
tries to buy additional American goods. As to what specific industries benefit, 
may I call attention to the study of the National Planning Association, The 
Foreign Aid Programs in the United States Economy, prepared for the United 
States Senate in March 1957. This study stated that it is a ‘‘reasonable assump- 
tion that the aid given as dollars was spent in the markets of the world and 
returned to this country through payments of United States exports.’’ The 
NPA did not attempt to trace the course of any particular sum of dollars returning 
to the United States, but instead allotted the amounts among United States 
producing industries on the basis of the total United States export pattern. 

One of the best ways of demonstrating this principle is with respect to a specific 
country such as Japan. ICA purchases of commodities in Japan during the 
fiscal year 1957 amounted to $135 million. In 1957 Japan imported $1,230 
million in United States commodities and exported only $600 million to the 
United States, thus leaving Japan with a trade deficit of $630 million with the 
United States. This unfavorable balance of trade for Japan, which has con- 
tinued for several years, could be met only if Japan earns dollars through invisi- 
bles, United States troop expenditures, or ICA offshore procurement receipts. 
If Japan had not been able to earn this dollar income from sales under the aid 
program, its purchases from the United States would almost inevitably have 
been reduced, by a substantial if not identical amount. Among the United 
States industries which have benefited substantially from Japanese purchases, 
based on preliminary data for calendar year 1957, were scrap iron and steel ($127 
million), industrial machinery ($121 million), iron and steel mill products ($114 
million), nonferrous metals ($78 million), petroleum products ($59 million), and 
coal ($53 million). In the aggregate, exports from these United States industries 
plus some other smaller ones would have suffered a loss in sales to Japan in the 
general magnitude of $135 million a year. The alternatives to smaller purchases 
by Japan in the United States without an opportunity to earn the dollars required 
to pay for them would be more dollar aid to Japan, 


AUSTRALIAN COAL SALES UNDER OFFSHORE PROCUREMENT 


Mr. Natcuer. Now, Mr. Smith, give me an example of just what 
you mean when we consider the fact that Australia submits bids and 
sells coal in this country, and receives money out of the mutual se- 
curity program. 

Mr. Sita. All right. 

Mr. Natcurer. How would that affect us? 

Now, you say that this money ultimately comes back to this coun- 
try. Iam confining it just to the mutual security program and the 
ICA portion of it. 

Mr. Situ. The dollars that we pay to Australia for coal are then 
spent by the Australians in the United States for buying things that 
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they need such as agricultural implements or whatever it happens 
to be. 

I would like to follow this through in some specific cases and write 
them up and submit them to your committee as a more detailed 
answer to your question. 

I do not think it is difficult to do this, because we know exactly 
what Australia has bought from us, and we know what we buy from 
Australia so that we can show the extent to which the additional 
dollars provided by the mutual security program that go to Australia 
have increased our trade with Australia. 

Mr. PassmMan. Will the gentleman yield? 

Mr. Narcuer. I yield, Mr. Chairman. 

Mr. Passman. In order to balance a set of books, you have to 
enter a figure on two sides of the ledger, do you not? 

Mr. Smrrn. That is right. 

Mr. Passman. If this is as you indicate, then it would make sense 
that the more money we appropriate for this offshore procurement 
the more prosperity we would eventually have in America? 

Mr. Smiru. No; not at all, because at some point the other fellow 
is not going to spend the dollars here. 

Mr. Passman. The dollars have to come back here eventually. 
So it seems to me if, as you indicate, these offshore procurement 
dollars increase our prosperity because they come back to buy some- 
thing, then the larger the appropriation, the greater the prosperity in 
this country? 

Mr. Smiru. That is not correct. This would be correct only as 
long as the country receiving the dollars has requirements over here 
that it can buy in dollars. So, this is not establishing any case for a 
continually expanding program, Mr. Chairman. 


EFFECT OF DISCONTINUING OFFSHORE PROCUREMENT 


Mr. Narcuer. Mr. Smith, do you agree that the mutual security 
program can be properly and efficiently operated any carry out the 
purposes and the objectives of the original law if the offshore procure- 
ment purchases are discontinued absolutely? 

Mr. Smiru. I feel, Mr. Natcher, that if you did that, you would 
thoroughly prevent us from achieving the objectives of the mutual 
security program. The taking of a position where we will not buy in 
the worldwide competitive market, I think would be a very damaging 
blow to the whole concept that we are trying to establish here through 
the mutual security progr am. 

I think it would indicate to the other countries of the world that the 
moment there is a recession in this country we are going to withdraw 
within our own shell and we are not going to continue with a broad 
international trade concept, and I think other countries will start doing 
the same thing. Then I think this relationship that we have been 
trying to develop in the community of the free world will start to 
disintegrate and then you have a problem that you cannot solve with 
money or anything else. 

Mr. Narcuer. Mr, Smith, in certain sections of our country our 
people are suffering today as you well know. In my section of the 
United States my people are suffering as a result of the recession 
through which we are passing. In the mutual-security program every 











effort should be made to make as many purchases in this country as 
ssible, and especially in areas that are vitally affected by the present 
usiness conditions. I think, Mr. Smith, you and I are going to live 
to see the day that if this program is continued in the future all pur- 
chases will be made in this country. I think this program can be 
successfully operated with our people. This money is expended in 
some 66 countries around the world to help other people, and I think 
we can still spend the money here for articles and goods that we give 
away abroad. 

Mr. Smith, one other matter that I want to call to your attention 
and, Mr. Chairman, I want you and the other members of the com- 
mittee to know I appreciate the time you are giving me and I am 
sorry I am taking so much time. 

Mr. PassmMan. Mr. Natcher, as I mentioned in the beginning, you 
serve on several committees. You are a valuable member of this 
committee. We want you to take all the time you need to develop 
the points that you have in mind. It is only fair to the Congress 
and your constituency that you should develop all the points that 
you as in mind. There will be no attempt to cut you off. We 
must understand this more completely than we have in the past if we 
are to be able to justify our actions at a later date. 

Mr. Natcuer. Thank you. 


AID TO BOLIVIA 


Now, Mr. Smith, my attention has been called to the fact that 
Bolivia receives just about as much economic assistance from our 
country as any country in South America. According to my infor- 
mation, this program was started in 1953 and for the past 3 years the 
United States has been contributing twice as much for public purposes 
in Bolivia as the Bolivian taxpayer. 

Furthermore, my information is to the effect that the program has 
neither restored the economic balance nor assured stability in Bolivia. 
Bolivian aid is carried in our budget proposals generally as defense 
support and to me this requires a great tical of imagination to visualize 
what bearing this country in the center of South America without an 
army or.a seacoast has upon the defense of the United States. Most 
of our aid has been used not to strengthen local productive capacity, 
but to boost imports and support consumption. 

I am further informed that income-tax collections dropped from 
an average of $3.5 million between 1948 and 1952 to $500,000 for 1956. 
During this period property taxes decreased from $500,000 to $124,000. 

Mr. Smith, how can we justify our mutual security assistance to 
this country beginning with the year 1953 and extending up to the 
present time? 

Mr. Smitu. Mr. Natcher, I would like to have an opportunity to 
check those figures. We have an expert here who would be glad to 
give you the whole story on Bolivia. 

Mr. Natcuer. Well, Mr. Smith, let us just assume for the record 
that these figures are correct and then you can have them checked. 
If they are not correct, I will stand corrected on them. 

Mr. Smiru. I did not mean to say to check them for the correctness 
of them. I am confident your figures are correct. I would like to 
analyze them from the point of view of the effect they have on the 
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program. I have never seen the income tax figures you used in con- 
nection with this program before. It is very interesting. 

Mr. Narcuer. Let us leave the figures out of this for the time being. 

Mr. Smith, what about the program generally for Bolivia? How 
do you justify it? Just forget the figures. 

Mr. Smiru. I would like to produce our expert on Bolivia. 

Mr. Nartcuer. Briefly, I would like to hear from him. 

Mr. Passman. Do you have the Bolivian expert here this morning? 

Mr. Natcuer. Will you do this? Will you insert a statement in 
the record at this point pertaining to that? 

Mr. PassMan. The statement will have to be approved by the 
committee before it is inserted. That is a rule of the committee. 
We do not insert statements without having an opportunity to check 
them so that we shall be familiar with the answers. You may submit 
the statement for checking. 

(The following information was submitted subsequently :) 


Any discussion of the Bolivian fiscal condition and the United States economic 
aid policies as applied thereto must be cast against the background of that 
country’s stabilization program which was inaugurated in December 1956. 

While the congressional presentation documents for fiscal year 1959 deal in some 
detail with the stabilization program, two items should be borne in mind in connec- 
tion with this statement. 

Prior to the inauguration of the stabilization program, the boliviano exchange 
rate rose from 60 to 1 all the way to 14,000 to 1. In calendar year 1956, for 
example, the rate climbed from 4,260 to 1 to 14,000 to 1. Following the stabiliza- 
tion decree, the rate was fixed at 7,500 to 1, and has since risen on the free market 
to 8,850 to 1. It is extremely difficult therefore to express Bolivian tax receipts 
in terms of United States dollars. A more precise means, perhaps, of arriving at 
budgetary figures in Bolivia is to express the items under discussion in terms of 
that country’s currency. 

Thus, while the United States contribution to the Bolivian budget has been 
substantial, it has not been of the proportion reported to Congressman Natcher. 
According to the International Monetary Fund the actual tax receipts in 1956 
were about 61 billion bolivianos. As stated above, the conversion of this into a 
dollar equivalent is virtually meaningless because of the wide variation in the rate 
of exchange during the vear. However, as will be seen below, there was a consider- 
able increase in annual tax receipts (expressed in local currency) for the following 
years. During fiscal year 1957 Bolivian taxes and royalties on mineral production 
collected amounted to 176.6 billion bolivianos (or $23.5 million at the rate of 7,500 
to 1, while the United States contribution to the budget for that year was 83 
billion bolivianos ($11 million). For fiscal year 1958, estimated Bolivian tax 
collections amount to about 200 billion bolivianos (or $22.6 million at the rate of 
8,850 to 1), while the United States budgetary support will equal 104 billion 
bolivianos ($11.5 million). Expressed in another way (using the same exchange 
rates) Bolivian tax receipts for 1957 were 11.1 percent of the gross national 
product of $212,300,000, while receipts for fiseal year 1958 should amount to 10.9 
percent of the gross national product of $206,900,000. It might be mentioned here 
that the Bolivian per capita gross national product is the lowest in Latin America, 
namely less than $70 per year. 

An examination of United States aid (including such items as emergency food 
shipments) to Bolivia reveals the following breakdown (in thousands of dollars) : 





Agricultural surpluses 


Year | Technical | Emergency | | Total eco- 
| cooperation assistance | Section 402 | Title II nomic aid 
| | Public Law | Public Law 
| | 665 480 
1956. ..-. : ‘ é 2, 499 5, 888 17, 057 : | 25, 444 
1957... 3, 292 112, 415 | 7, 574 3, 345 | 26, 626 
1958. . ee ee 3, 22, 120 


120 17, 000 2,000 | } 
| | 


' Includes a cash transfer of 5,153. 
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During the same period of time, the Government of Bolivia made the following 
contributions (expressed in millions of United States dollars) to its own economic 
development budget, as shown in its foreign exchange budget: 


Expenditures 1956 Estimated, | Budget, 1958 
1957 

Ne ne eoanavhopite-Sbeasebesanne $35.8 $34. 5 $31.6 
t Petroleum corporation... _..-_-_-____-.-_.-------.----...-..- 10.1 11.6 111.6 
ES eee bsiaipie dbp aid on oleate 12.6 7.4 5.3 


3 The Bolivian Government has agreed that any extraordinary revenues from the rental of oil concessions 
will be devoted in part to financing equipment and material needs of the mining corporation. 


Since stabilization, the Bolivian budget has been drastically reduced to austerity 
proportions. Items included in the current budget (e. g., resettlement for unem- 
ployed workers) are designed to remedy basically that country’s various economic 
ills and do not include unfeasible undertakings or inflationary projects, as was the 
case in previous years. The Bolivian program definitely emphasizes increased 
{ production. It can be said, with some justification, that Bolivia is not spending 

as much as formerly; but, at the same time, it can be equally asserted that her 

budget is far closer to being balanced. 
i Another interesting and beneficial result of the stabilization program has been 

the marked increase in agricultural productivity. It is true that prior to stabi- 
lization, emergency food shipments constituted a large part of the emergency aid 
to Bolivia. Such shipments have been reduced considerably since December 
1956, amounting to 50 percent of the total aid in fiscal year 1957 and less than 
25 percent in fiscal year 1958. United States aid, in the form of short-term 
agricultural loans and technical assistance played a major role in this accom- 
plishment. 


Agricultural production for principal Bolivian products is shown below, in 
1,000 metric tons: 


OOM Come enn ne re ee 





1956 1957 1958 
(estimated) 
Rego esc i ch Stee ee ed. WS eee. 15 13 15 
ON see ng he: i ts ay sada cial naecaet 16 22 15 
a Nc i 9 18 
SIN otek rentb cn thn c etn cn cam cane a eebeudeasnoben 105 180 180 


Mr. Smiru. I would like to say Bolivia is scheduled to come up here 
at some later date in the hearings, and we will particularly let you know 
when it is going to come up here. I would like to expand on this 
question and discuss it as carefully as possible. 

Mr. Natcuer. Thank you, Mr. Chairman. 

Now, Mr. Smith, I want you to know that I appreciate your attend- 
ance before the committee this morning and I want to thank you for 
your statement. 

Mr. Passman. If we continue creating our sales by supplying the 
free dollars, then the condition that I am going to state for the record 
at this point will become more serious every year. 

Through May 23, 1958, in this land of peace and prosperity, accord- 
ing to the slogans—and according to another slogan, where we believe 
in trade, not aid—we have withdrawn from the United States Treas- 
ury $75,492,561,835.21 since this new fiscal year started. We have 
deposited in the Treasury a net amount of only $68,841,814,349.56 
during the same period. The gap between what we are depositing 
and what we are drawing out is continuing to spread. The experts 


now predict that next year the deficit could amount to as much as 
$12 billion. 
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Withdrawals from the Treasury for the foreign aid program to May 

23 of last year amounted to $3,062,126,216.85. This year we have 
withdrawn from the Treasury to pay for foreign aid costs the sum 
of $3,519,254,907.99. So the withdrawals for foreign aid are increas- 
ing and the deficit is increasing, and the amount going into the Treas- 
ury is continuing to decrease. 

T can certainly understand my friend’s viewpoint. There is not a 
great deal of disagreement in the thinking of the distinguished chair- 
man of another subcommittee and my ‘friend from Kentucky and 
myself. But sometimes we should analyze these Treasury state- 
ments to determine what we are putting in and taking out and how 
great the deposits are declining below last year and how much the 
outgo is increasing. You cannot continue this condition indefinitely, 
and sometime down the line—whether it applies to this program or 
programs in America—some trimming must be done. 





LACK OF DETAILED INFORMATION 


Mr. Denton. I would like to ask Mr. Smith this: I have gone over 
this book and I realize it is a very big program, but I have served on 
another committee where we make appropriations for the Depart- 
ment of Health, Education, and Welfare, and I can get more informa- 
tion from them about what you are doing in foreign countries than 
I can from this book or from your own testimony. 

When it comes to the civil program, the health program, and the 
education program and the agricultural program, your hook shows 
you want so many technicians, so many participants, and it is all so 
general. 

Now, is it not possible for you to give some idea of what you are 
going to do with this money, what you want to do with it, and what 
your program is? I know it is an illustrative program. I know that 
you have to plan ahead. 

The Department of Health, Education, and Welfare can tell me 
what you are doing. 

Mr. Smiru. This is a very difficult thing. We bring up a mass of 
information and on some occasions it is so voluminous it just over- 
whelms the committee members. I think that we must have failed 
to understand exactly what type of information is needed. I am 
embarrassed to come up here. It takes an enormous number of 
man-hours to prepare this information. 

Mr. Denton. But it is so general. I am satisfied in your civil 
program you must be doing some very fine things, but in all the 
testimony in 3 years I do not have the slightest idea of what you are 
doing. in the technical assistance program we hear about a bad pro- 
gram once in a while, like building a road in Iran, about the fertilizer 
plant in Korea and the powerplant in Korea and the road in Cambodia. 
You must have some good projects you could tell us about. 

Mr. Smirn. We have hundreds of them. 

Mr. Denton. You say the program is illustrative. Give us an 
illustration. 

Mr. Smirn. So far as the future is concerned, you can only give 
something illustrative. Maybe we fail in not coming in here with 
more definite, tangible evidence of things that have been done in the 
past. 
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Mr. Denton. I have spent a great many hours reading your book 
and I know there is health work, there is agricultural work, but it is 
all so general. I do not know what you are doing. 

Mr. Smiru. We can give you in specific numbers the people that 
we have vaccinated, where we have actually accomplished health 
programs, but when we are talking about future money, we cannot 
report to you the tangible things that have been done because we are 
looking to the future. 

Mr. Denton. You cannot tell us what you intend to do with the 
money? 

Mr. Smita. Yes. 

Mr. Denton. You are going to hire some technicians, so many 
participants; you are going to do educational work, agricultural and 
health work, and sometimes you will do railroad work and road work 
and those things. 

Mr. Smiru. Well, I think really almost the best way to give you 
something that would be concrete evidence would be to show you 
examples of what was actually accomplished in the last year. 

Mr. Denton. If I were trying to sell this program I would try to 
show something that I did well. I heard one man tell how a county 
agent went into India and did remarkable work under this program. 
The Department of Health, Education, and Welfare gave me a pretty 
good description of things they are doing, working with you, under 
this program. I never get it here. 


PUBLIC RELATIONS 


Mr. Smiru. The one thing that stops us to a certain extent is we 
do not have a public relations organization that tries to gather all this 
information. The USIA does it to some extent in foreign countries. 
In other words, they take the work we do in a foreign country and 
bring it to the attention of the people in that country so they under- 
stand the United States is in there helping, but we do not bring that 
information back here. 

Mr. Denton. I have never seen any more public relations workers 
than you have in this country. I got a letter from a lady yesterday. 
She was very concerned. She said we were not giving enough money 
to India. She heard somebody talking from the State Department. 
She thought we were not giving India enough money and India might 
go communistic on account of that, and she lived in dread because she 
did not want to live under tyranny all her life, and if India went 
Communist the whole world would go Communist. 

As I remember, we have given you almost all the money you 
wanted for India. You had $100 million you did not spend there for 
3 years on that program. You surely have somebody that is putting 
out public relations statements. 

Mr. PassmMan. Will the gentleman yield? 

I want to be courteous and considerate. Sometimes I think that 
I am too forthright and too tactless and irritate people. But it is 
a part of my responsibility to understand as much as I can about 
this program. 

You were speaking about not having a public relations organization, 
or special lists. I say this respectfully—and it is certainly not 
directed at you, Mr. Smith, because I have indicated to you before 
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that I know your background and the great sacrifice that you are 
making to serve your country in the position that you are now hold- 
ing—if there is any criticism of my actions for recessing this com- 
mittee, if the administration will ask me for a bill of particulars as to 
my interpretation of the reasons, I shall be pleased to provide it. 

Now, | am just wondering about Mr. Eric Johnston and the multi- 
millionaire industrialists on his committee to raise funds to educate 
the people. I am wondering if some of that money had been spent in 
research so you could pin down specific accomplishments—and I am 
speaking of the ICA portion of this bill—that perhaps something 
worthwhile could have been accomplished. 

I have gone out objectively trying to see what we are accomplishing 
under the technical aid program. When we get into these figures 
regarding these nations we not infrequently find some road that you 
cannot travel, and a lot of paperwork, and a lot of so-called loans and a 
lot of jobs and technicians. But when we say, “Let us put our finger 
on it,’”’ I have yet to see very much of substance. 

1 hope that the Director of the ICA will see fit this vear if a com- 
mittee of Congress goes out to assign to such committee a couple of 
your experts from Washington to go with us, so that we may put our 
fingers on something other than perhaps, for illustration, a few holes 
in the ground that they have drilled in India. 

You may have objected to my statement of ‘‘windfall.”” I have 
asked Mr. Murphy to inform us of the amounts that about 16 or 17 
segments of our economy receive out of this program. There has 
been almost unbelievable and unbearable pressure built up through- 
out the Nation to ‘educate’ the people to support foreign aid. A 
lot of money has been spent. We trust we may have your coopera- 
tion in bringing Mr. Eric Johnston before the committee so that he 
can give us an indication as to the amount of success he has had raising 
funds to “educate’”’ the people about this program. I do not know 
whether the invitation should be directed personally to Mr. Johnston, 
or through your office, but we want the gentleman to come down as a 
fellow American and tell us what progress he has made in “‘educating”’ 
the people and how much money he has been able to raise. 

Mr. Smita. Why would you try to get Mr. Johnston through 
my office? 

Mr. PassMaAN. Because I respect you as the Director. 

Mr. Smirx. You know perfectly well that Mr. Johnston does not 
work for me. 

Mr. PassmMan. Of course I know that he does not work for you. 

Mr. Smirn. I am no coordinator of Mr. Johnston’s outfit. 

Mr. PassmMaN. I shall withdraw that request and state that I shall 
invite Mr. Johnston to come directly before the committee. You do 
know it is his job to direct his committee to raise funds to ‘“educate’” 
people on foreign aid. Are you familiar with that undertaking? 

Mr. Samira. I am familiar with the fact that he has a committee 
of a large number of Americans out trying to explain the program 
to the people. I would like to make it perfectly clear now that 
that committee does not report to me in any fashion whatsoever. 

Mr. PassMan. If the committee does not report to you, my invita- 
tion will go direct to Mr. Johnston. 

Mr. Smita. Now may I go back to one thing—when I first eame 
into this job I found out that a large number of Congressmen were 
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going overseas to look at various United States activities with which 
they. had responsibility, and in a number of cases these responsibilities 
included the mutual security program. I wrote each and everyone 
of those Congressmen and told them that I hoped they would look at 
the ICA operations in the country they were visiting and that they 
should have no hesitancy about going to the ICA Director and ask 
him to show them around. I hope next year—and I realize this year 
I came into the job a little late and some of the Congressmen had 
already left—you will go and insist that you are taken out and shown 
tangible results of this program because those results are there. | 
agree that our own people have a complete lack of salesmanship. 
They will bring stuff into the office and show you a lot of charts, but 
what you want to see is a new batch of land put into production. 
These things do happen; there is no question about that. 

Mr. Denton. The Department of Health, Education, and Welfare 
can tell you. They make a better presentation for you than you do. 
I have always supported foreign aid. I went on this committee to 
protect your appropriation, but I never can find out what you are 
doing with the money. When I am asked to appropriate money 
Iw ant to know what you are going to do with it. Do you not think 
that is fair? 

Mr. Smitx. There is no question about that. That is why we bring 
up this voluminous collection of data, and we have been up here 
months trying to explain it to you. 


PREPARATION OF PRESENTATION BOOKS 


Mr. Denton. When were these books made up? 

Mr. Smiru. We started working on these books that you have in 
front of you in July of last year. 

Mr. Denton. Were the vy presented to the Bureau of the Budget 
when you went up before it? 

Mr. Suurr. They were not finished at that time. Actually, the 
format of the books was laid out in the late summer and in the fall. 
Various portions of the data were subsequently gathered together. 
They were not available when we went before the Bureau of the 
Budget. In specific answer to your question, they were not available, 
although the basic information contained in them was. The books 
were finished, I believe, the last part of January. 

Mr. Denton. I heard some people say that they were working on 
the books in January, and that is why I asked the question. 

Mr. Suurr. The books were finished the last part of January. 

Mr. Denton. When you went before the Bureau of the Budget 
how much did you ask for? 

Mr. Murpny. $3.9 billion. 

Mr. Denton. You got just what you asked for? 

Mr. Mourpny. Yes. 

Mr. Denton. Are you the only agency that always gets what you 
ask for from the Bureau of the Budget? 

Mr. Murpny. Some agencies get more. 

Mr. Denton. I do not think that you have the trouble before the 
Bureau of the Budget that other people do. 

Mr. Passman. Can you name for the record those agencies that got 
more? 
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Mr. Murpny. I understand from reading last night’s paper that 
the Department of Defense got more than they asked for yesterday— 
and I am speaking now of the budget process. 

Mr. Passman. We were talking about the Bureau of the Budget, 
not the Congress. Can you tell us an agency that got more than 
they requested from the dias of the Budget? 

Mr. Murpuy. No, I cannot. I do not know of any instance where 
the Bureau of the Budget raised the amount. 

Mr. PassMan. But you know of cases where the Budget Bureau 
has lowered the request? 

Mr. Murpuy. Yes. 

Mr. Denton. Of course, this agency has been a favorite of the 
executive department. I get the impression that if you have a little 
harder time before the Bureau of the Budget you have a lot easier 
time before Congress. That is the impression that I get. 

Mr. Suurr. Mr. Chairman and Mr. Denton, I must say that going 
before the Bureau of the Budget is not just a simple matter of going 
before them and saying, ‘‘We want so much money.” I am talking 
about the one year I know about, which is this year. It is not quite 
as simple a process as you are making out here. There is a consider- 
able amount of discussion that goes on before the figure is finally firmed 
up. 

PROGRAM IN THE NBAR EAST 


Mr. Denton. Are you satisfied with the program, Mr. Smith, in 
the Near East? 

Mr. Smita. With the proposed program for 1959? 

Mr. Denton. The way that it is going. 

Mr. Smirxn. The way that the present program is going? 

Mr. Denton. The way it is going right now. 

Mr. Smirn. I think that we have a terribly difficult problem in that 
area. I would not say that I am satisfied with the way that it is 
going. I think that we have to focus more attention there. This is a 
difficult thing to say, because everyone is saying that we have to focus 
more attention in one place of the world or another, but, certainly, in 
some particular countries in that area the Communist movement is 
giving me considerable concern. 

Mr. Denton. Do you have any suggestions that would make the 
program more effective? 

Mr. Situ. To be very frank with you, we have to devote more 
attention and more of our skills within the ICA to the work in these 
countries. We have been spending an enormous amount of time and 
devoting our attention to problems in Washington, particularly with 
the Congress. This goes back to the question that you asked a 
moment ago. Here we produce all of these books, and yet you tell 
me they do not satisfy the questions that you have. Somehow we 
have to cut down the number of man-hours that are going into this 
work to answer your questions better than we answered them and 
relieve the people working here so that they can focus their attention 
on the work that has to be done in the countries. 

Mr. Denton. You have told us about the road improvements that 

you have made in Iraq and the public works that you have done there. 
do not know any other place in the books where you show that. 
You must have done some worthwhile projects. 
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Mr. Smiru. These books are intended to supprt a future appropria- 
tion. They are not a report on a past activity. Now, maybe we 
better come in here with a different. emphasis. 

Mr. Denton. Can you tell us what your proposed activities are? 
I know that you are going to hire so many technicians, you are going 
to have so many participants, you are going to do agr icultural w ork, 
railroad work, education, and health work. 

Mr. Smirx. We can tell you in the agricultural field that we are 
going to show people how to irrigate ; show them how to use new types 
of equipment in lieu of old plowing methods they have. We can go 
into that kind of detail, if you like. 

Mr. Denron. Of course, as I have said, I have a lot of statistics 
and a lot of tables and a lot of charts. I am not from a district where 
it will do me much good to know these things, but I would like to 
have somebody tell me about them. 

Mr. SuirH. During the course of these hearings you will have an 
expert on practically every country that we are w orking with. There 
is no reason why you cannot ask him your questions. “Tf he does not 
come up and tell you what we have done in a manner that is satis- 
factory to you, I will see that we get the data and produce it for you. 

Mr. Denton. In this part of the world we have Yemen, Syria, and 
Egypt that are in the Communist, or Nasser, orbit. We have had 
trouble with Jordan, trouble with Iran, Lebanon, and, perhaps, 
Saudi Arabia. It seems to me that we are going backward in all 
that territory.. Can you give us any reason why that is? 

Mr. Sir. Well, we have a complete team here. Now you are 
going back to the normal hearings. I would like to make a general 
statement on it and let the people focusing their full attention on it 
answer you in greater detail. 

If there were not trouble p these areas we would not have a mutual 
security program at all. I do not think that we ought to assume 
that, because there is trouble, the program is not working. The 
reason the program is there is to try to get these troubled areas 
straightened out and help keep them from (1) falling over into com- 
munism and (2) falling into some economic chaos that will bring on 
political instability. So I would say almost inevitably wherever the 
mutual security program is at work you will find it is a troublesome 
area. If it were a completely stable area it would not be our business 
to be there. 

Mr. Denton. Of course, the difficulty is it is getting worse, appar- 
ently. Now, Mr. Smith, we were talking about taking up these 
appropr iations with the Bureau of the Budget. Now, Mr. Shuff, you 
discussed the military matters with them, rather than the civil, did 
you not? 

Mr. Suurr. That was my responsibility. 

Mr. Denton. Your responsibility is the military? 

Mr. Suurr. Actually, however, we go together. This is something 
that does not happen piecemeal. 

Mr. Denton. Let me go back to something I was asking you a 
moment ago. 

Mr. Natcuer. Will you excuse me just a minute? 

(Discussion off the record.) 
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COAL PURCHASES IN AUSTRALIA 


Mr. Natcner. Mr. Smith, a few minutes ago we were discussing 
the matter of purchasing coal in Australia. At that time you explained 
to the committee your viewpoint from the standpoint of the necessity 
of interchanging of dollars, purchasing of coal, and the money coming 
back from Australia. 

What I have in mind is this: What is the balance of trade insofar 
as Australia is concerned? How do you know how much offshore 
procurement should be allowed so that it would all return to this 
country? How do you strike the right balance in the case of Australia, 
as an example? 

(The following information was subsequently supplied: ) 


United States trade with Australia? 


{Dollars in millions] 


} 











|} 1953 | 1954 1955 1956 1957 
United States exports (including reexports) -_. - - - : 139. 4 194.9 | 207.6 183.8 | 212.3 
United States imports (general) - - - -- ; = 137.0 | 117.8 126.4 | 136.5 | 146.3 
— Oe - = — — | —— 
Trade balance.......-.-..----------- secen--e--| +24] +771] +812] 447.3] +660 


1 Source: Department of Commerce. 


Source: Office of Statistics and Reports, International Cooperation Administration, June 12, 1958 
CURRENCY VALUATIONS IN CAMBODIA, LAOS, AND VIETNAM 


Mr. Passman. We are still supporting Cambodia with rials at 
35 to 1 whereas the market is 75 to 1 and 90 to 1. 

We are still supporting Laos with kips at 35 to 1, whereas in the 
free market in Thailand and other countries in the area, the rate 
goes as high as 100 to 1. 

In Vietnam we are still supporting the piasters at 1 United States 
dollar to 35 piasters, whereas the free market rate is from 75 to 1 to 
90 to 1. 

My question is this: 

Do you think it would not be wise for our Government to discon- 
tinue any aid whatsoever to those three nations until such time as 
they put their house in order, and we have a more realistic basis to 
deal with them insofar as their currency value is concerned? 

Mr. Smirx. We are all in complete agreement that this situation 
of the great differential between the black market rate and the 
official rate for these foreign currencies must be eliminated. 

We are making every effort in that direction but we must remember 
that we are dealing with sovereign nations in a matter in which they 
have a principal interest. 

We could very easily turn around and say ‘We will stop all aid of 
any kind whatsoever until you change the official rate and official 
valuation of your money and until you put your economic house in 
order.” 

The question is this: Have these countries the ability to put their 
economic house in order or will they just fall into complete disorder 
and fall into the hands of the Communists. 


25164—58——_54 
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This is the kind of risk you are taking. 

We are working right now on one of the countries that you have 
mentioned with the specific intent 

Mr. Passman. Thank you, Mr. Smith. You may elaborate further 
for the record if you wish. 

Mr. Smiru. One minute more—with the specific intent of forcing a 
readjustment in the rate. 

Mr. Passman. Thank you. 

Mr. Smita. Thank you very much, Mr. Chairman. 





IMMEDIATE OBJECTIVE OF DETERRING SOVIET BLOC FROM WAR 


Mr. Denton. Let me turn again to page 16 of the worldwide report. 
You make a summary statement in which you told us that the imme- 
diate objective of this program is to deter the Soviet bloc for both 
total and limited war. I think that summarizes it. 

Mr. Suurr. Yes, sir. 

Mr. Denton. If you turn to the Near East book and turn to page 1, 
you will see there that you have seven nations to whom we give mili- 
tary aid. 

Mr. Suurr. Yes, sir. 

Mr. Denton. In every case, with the possible exception of Turkey, 
you state in the book that 

(Statement off the record.) 

As an example, let us turn to Iraq. (Statement off the record.) 

Now let us take Jordan. 

About the Army you say there-——— 

(Statement off the record.) 

What I would like to know is this: 


COST OF MAINTAINING SOLDIERS 


We have these pictures where you show 8 foreign soldiers for the 
price of 1 American soldier. You do not think that those soldiers 
merely to maintain internal security are worth 8 to 1 American 
soldiers, do you? They are not in the same category. 

Mr. Suurr. We never said in any event that 8 soldiers of one coun- 
try were worth 8 soldiers of the American Army. Nowhere have we 
said that. 

Mr. Denton. These pictures many times show 8 foreign soldiers 
you get for the price of 1 American soldier. 

Mr. Suurr. I have seen cost estimates covering pay, allowances, 
subsistence, and individual clothing for soldiers that indicate that it 
costs less to maintain an Iraqi soldier than it does for an American 
soldier. 

Mr. Denvon. Those are rather misleading statements when we get 
them in this picture form. 

Mr. Rounrrer. May I interrupt at the moment to inquire: Are 
the pictures to which you refer on charts showing the respective cost 
of an American soldier as compared with soldiers of other countries in 
collective security arrangements with the United States, including 
Turkey and Pakistan? 

Mr. Denvon. I did not think it was just limited to Turkey and 
Europe. 
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Mr. Rountree. That too is my recollection. 

Mr. Denton. One of them particularly was Korea. 

Mr. Suurr. We have a rundown for all of the countries with which 
we are associated. 

Mr. Denton. That is a little bit unfair in the way of advertising, is 
it not? 

Mr. Suurr. We feel in a collective security arrangement, sir, that 
you have to have soldiers basically. Then the question is what kinds 
of soldiers do you have. 

(Statement off the record.) 

Mr. Denton. Let us leave Turkey and Europe out of it. 

Mr. Suurr. Well, sir, Turkey is in this area. 

Mr. Denvon. I excluded Turkey. 

Mr. Suurr. Then let us take Pakistan. There are no finer soldiers 
in the world. 


CRITERIA FOR GRANTING MILITARY ASSISTANCE IN NEAR EAST 


Mr. Denton. All right, let us get to that. They are fine soldiers. 
Why do you determine that Pakistan should have an army for 
internal security and Ceylon, India, and Afghanistan do not? What 
criteria do you use in determining that? 

Mr. Suurr. In the first place, with Ceylon, India, and Afghan- 
istan 

Mr. Denton. Put Nepal in there, too. 

Mr. Suurr. In the first place, we do not have agreements with 
these countries for this purpose. 

Mr. Denton. Why do you make an agreement with one and not 
the other? 

Mr. Suurr. I must defer on that. 

Mr. Rounrret. It is misleading to say Pakistan is the only one 
of the countries you mentioned that has an army. 

Mr. Denton. I did not say that. They are all right together, 
Pakistan, India, Ceylon, and Nepal. Why does Pakistan have an 
army and not the other three? 

Mr. Rountreet. The others do have armies. The Indian Army is 
considerably larger than the Pakistani Army. The other governments 
likewise need and have armed forces. The distinction is merely that 
in Pakistan we have a military aid agreement, whereas we have no 
such agreement with the other countries. 

Mr. Denton. Why do you make an agreement——— 

Mr. Rountrer. As to why we have a military aid agreement with 
Pakistan and not with the others, there is a fundamental difference, 
[ believe, in the general attitude of the Government of Pakistan 
toward collective security arrangements. 

Mr. Denton. I do not follow you on that, Mr. Rountree. You do 
not have an Army in that area for anything but internal security 
except for Turkey. 

Mr. Rountree. That is not correct. 

Mr. Denton. That is what the books say. 

Mr. Rountree. Pakistan is a participant in collective security 
arrangements. It is a member of SEATO and also a member of the 
Baghdad Pact. The military aid which we give Pakistan is extended 
in recognition of several factors. One is the participation of Pakistan 
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in collective security arrangements, and the second is the fact that we 
wish to help Pakistan, which cannot maintain at its own expense the 
kind of armed forces which they believe, and we agree, are essential 
for the maintenance of its internal security and for reasonable defense 
against external Communist aggression. 

Mr. Denton. In maintaining that army in Pakistan does it not 
cause a great deal of ill will in India? 

Mr. Rountree. I think the United States military aid to Pakistan 
is widely misunderstood in India, as is American economic aid to India 
which is misunderstood in Pakistan. 

Mr. Denton. Your answer is ‘‘Yes,”’ then, is it not? 

Mr. Rountres. If I may pursue this. The Indian Government 
and the United States Government have never agreed on this principle 
of collective security, of military pacts. There are many areas of 
agreement between the United States and India; this is one area of 
disagreement. 

I think it is true that the United States military aid to Pakistan has 
caused misunderstanding, and, indeed, some resentment in India. 

The reasons for that are many, as I have indicated. On the other 
hand, the Pakistani have felt that the United States aid to India in 
the form of economic assistance has permitted the Indians to divert 
some of their own economic resources to the development and mainte- 
nance of the military force which exceeds that of Pakistan. Some 
ask why the United States should render such economic aid to India, 
which uses some of its own resources for this purpose? 

The answer to both of these questions, I think, should be very 
clear—why do we aid Pakistan in the form of economic and military 
assistance on the one hand and why do we extend economic aid to 
India on the other hand? 

Mr. Denton. You mean only economic aid? 

Mr. Rountresr. Yes. The assistance we render to India is ex- 
tended because of our conviction that it is in the interest of the United 
States to help the development program to succeed. We recognize, 
as all governments recognize, the duty, the responsibility of any 
government to maintain a military force. 

Mr. Denron. I don’t want to cut you short, but that is not what 
I asked. 

Mr. Rountree. I thought you asked me about the resentment be- 
tween India and Pakistan. 

Mr. Denton. Yes. Does it not cause resentment in India because 
we furnish military aid to Pakistan? 

Mr. Rountree. The answer is that it does, but I think both India 
and Pakistan have a much better understanding of our policies than 
has been true in the past. 

Mr. Denton. Just to show the kinds of armies we have let us go to 
Saudi Arabia. 

(Discussion off the record.) 

Mr. Rountree. A great ‘eal of this discussion, including what you 
read earlier, should be off the record. 

Mr. SHUFF. I would like to answer your question more fully. 

Mr. Denton. I would like the answers to the questions if you will 
just answer. 

Mr. Suurr. I cannot limit it to “yes’’ or “no. 
question as I understood it? 


9? 


May I repeat your 
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Mr. Denton. Yes. 

Mr. Suurr. You ask why are we giving military assistance to Iraq 
and Jordan when you read this classified portion. 

(Discussion held off the record.) 

Mr. Denton. Let us take Saudi Arabia. 

(Statement off the record.) 

Mr. Denton. Do you not have to give point 4 program aid and 
other things before you will have the kind of army that can complete 
with either Russia or the United States? 

Mr. Suurr. I do not know that I can answer the economic-aid 
portion of this program. 

Mr. Denton. You need economic aid there much more than mili- 
tary; do you not? 

Mr. Suurr. We must not compare exactly diet requirements for 
Arabs and people in the United States. 

Mr. Denton. Don’t you think that is a factor, though? 

Mr. Suurr. I think it is a factor, yes, sir, but I do not think it is 
an overpowering factor. 

Mr. Denton. Take Jordan. You gave them military assistance in 
1957. 

In Lebanon you gave military assistance in 1957. 

(Statement off the record.) 

Mr. Denton. How do you determine which years you will give 
military assistance? 

Mr. Suvurr. We discussed earlier in these hearings the fact that there 
are three separate ingredients in this whole mix: One, the political 
ingredient, the economic ingredient, and the military ingredient. 

Mr. Rountree will want to answer this portion of the question, but 
| just know that in the last year there have been factors working in 
the Middle East that made it considerably more important from a 
political point of view than it was, let us say, 2 years ago or 3 years ago. 

Mr. Denton. In the Near East you do not have a NATO. 

Mr. Suurr. You have a Baghdad Pact. 

Mr. Denton. But not a NATO where there is a general in com- 
mand and where each of the nations takes part in an overall defense 
plan. 

Mr. Suurr. We do not have a NATO, surely, but we have a Bagh- 
dad Pact which has a military committee of which we are a member. 

Mr. Denton. We are not a member, are we? 

Mr. Suurr. Of the Military Committee, yes sir. 

We are not a member of the pact. 

Mr. Denton. You do not have a country in this Near East which 
could take part in a joint action of that kind. None could do more 
than maintain security in their own country, could they? 

(Discussion off the record:) 

Mr. Suurr. I say again we are on the way. 

If you get a group of reeruits out of a program where they are just 
enlisted, you do not evaluate the recruits halfway through their recruit 
training and say ‘‘These are finished soldiers at this point.’’ 

Mr. Denton. I spent some time in the Army, too. 

Mr. Suurr. Certainly you know that halfway through a recruit 
training program a recruit is not a soldier. 

Mr. Denton. You and I know that a soldier today is a pretty 
high-class technician. 
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Mr. Suurr. Yes, sir. We are endeavoring to make these soldiers 
higher class technicians than what they are now. 

Mr. Denton. You have to have a pretty well educated boy, he 
has to read and write, and has to have a good deal of background to 
make a good soldier today. Is that correct? 

Mr. Suurr. You would be interested to know that about 8 months 
ago 

Mr. Denton. Let us be fair about this. 

(Discussion off the record.) 

Mr. Denton. You do not claim in the book they are for anything 
else? 

Mr. Suurr. But the objectives in the book claim something else, sir. 





OBJECTIVES OF MILITARY ASSISTANCE PROGRAM VARY 


Mr. Rountresz. I wonder if 1 may comment on this? You cannot 
generalize on the question of military assistance funding because there 
are wide differences in the objectives of the military program and the 
purposes for which military aid is extended. 

Mr. Denton. Do you have any overall criteria planned, where we 
will give military assistance here and not there? 

Mr. Rountres. I would like to differentiate, for example, between 
countries which are not in collective security arrangements, on the one 
hand, and Greece and Turkey, which are NATO countries, Turkey, 
Iraq, Iran, and Pakistan, which are Baghdad Pact countries, and 
Pakistan, which is a SEATO country, on the other hand, 

Apart from those countries we have extended in varying degrees 
military assistance to other countries which are not part of collective 
security arrangements with the United States, and in connection with 
which the objectives of the program obviously are quite different. 
Among these countries where the objectives are quite different and 
where the governments do not participate with us in collective security 
arrangements are Lebanon, Jordan, Saudi Arabia. They are three 
countries which you have mentioned. 

We have extended military assistance to these three countries not 
for the purpose of building up a free world military force which is 
committed to participate in collective security arrangements, but for 
other reasons. 

NEED FOR ASSISTANCE TO JORDAN 


Mr. Denton. Why do you have to have Jordan armed to defend 
herself? 

Mr. Rountree. If you recall Jordan was placed in a most pre- 
carious and serious position just a short while ago, less than 2 years ago. 
It was a question of whether or not Jordan would survive as a free and 
independent state. 

At that time it was not being subjected to attack by Israel at all 
but it was subjected to other pressures and divisive forces. 

The King of Jordan took a very courageous stand, and he succeeded 
in maintaining his independence. 

We made it quite clear at the time that it was our purpose to help 
him preserve the independence of Jordan, and we extended to Jordan 
not only military but also economic assistance which we have con- 
tinued because we think it is necessary. It was desirable for us to 
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help Jordan both militarily and economically in preserving its inde- 
pendence. 


ATTITUDE OF UNITED STATES TOWARD DICTATORS AND DEMOCRACIES 


Mr. Denton. After Vice President Nixon went to Latin America 
and he came back he made the statement that hereafter our attitude 
toward dictators should be proper but toward democracies it should be 
friendly. I heard Mr. Allen make the same statement on television. 

How do you apply that to the Near East? 

Mr. Rountres. | believe in the Near East we maintain very good 
relations with most of the nations, virtually all of the nations of the 
area, which have varying degrees of democracy. 

Mr. Denton. You make no distinction between dictators and 
democracies? 

Mr. Rountree. | believe it is our purpose to maintain good 
relations with the independent countries of the area about which we 
speak. 

We do business with established governments in these countries. 
We like to see the progressive development of democratic institutions. 
Of course, we have spoken often here about the importance of our aid 
programs in helping them develop their democratic institutions. 

However, the fact that a country has not progressed to the stage that 
it is by the American criterion a fully democratic country should in 
my judgment be no impediment to the maintenance of good relations 
between the United States and its government. 

Mr. Denton. When it gets to the Near East you make no distine- 
tion between dictators and democracies, then. 

Mr. Rountrer. May I answer that off the record? 

Mr. Denron. Certainly. All this can come off the record if you 
want it to. 

(Discussion held off the record.) 

Mr. Bett. Total figure is $39 million for aid to Saudi Arabia. 

Mr. Denton. Off the record. 

(Discussion held off the record.) 

Mr. Passman. Mr. Denton has always made a great contribution 
to the deliberations of this committee. 

We had planned to recess today until 10 o’clock Tuesday morning. 
If the present witnesses will come in at 9:30 on Tuesday morning so 
that Mr. Denton may finish his interrogation and Mr. Alexander 
may continue thereafter, we can them proceed with the examination 
on the program in the Far East. 

Mr. Rountree. Very well, sir. 

Mr. Passman. That procedure will allow 30 minutes for Mr. Denton 
and Mr. Alexander on this problem, and then we shall continue. 

We shall fix 11 o’clock for the second group of witnesses to come in. 

(Discussion held off the record.) 


AVAILABILITY AND SERVICEABILITY OF MILITARY EQUIPMENT 


Mr. Passman. Mr. Shuff, during the hearings on May 22 I asked 
you this question: How much of the equipment for this 1 region is 
available and serviceable now if it were needed for defense against 
Communist aggression? 
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You answered in part as follows: an do not know that anybody 
could answer that question precisely.” 

Later in the discussion you made this statement: “I would be 
delighted, Mr. Chairman, to get you an estimate of the percentage 
of equipment that is available and serviceable.” 

Subsequently information was supplied to be printed in the record. 

Will you please read the information which was supplied? 

Mr. Suurr. Yes, sir. 

The military assistance program involves several thousand items of equipment. 
The task of supervising the disposition and use of these items necessarily must 
be delegated largely to field agencies, and good management precludes maintenance 
in Washington of extensive detailed records. The greater part of the MAAG 
effort is expended in insuring that materiel furnished by the program is used for 
the purpose provided, is properly utilized and maintained, and is accounted for. 
Improper use, failure to utilize and maintain and unexplained or unjustified losses 
are reported to the Department of Defense and, if appropriate, corrective action 
is taken. Such instances, however, are relatively few and those in which cor- 
rective action could not be taken even fewer. 

Some military assistance program-supplied equipment has become obsolete and 
surplus to all United States requirements, and has been disposed of (e. g., scrapped). 
In addition, some has been lost, destroyed, or wornout through normal usage. 
To the extent that limitations in staff and time permit, these disposals and losses 
are verified and documented. Except for certain major items (e. g., aircraft, 
ships) no statistical records are maintained summarizing these actions. 

Allowing for disposals and losses, it may be stated that a high proportion of 
the major items of equipment furnished by the MAP are available in the Near 
East region now for use if needed for defense against Communist aggression. 


Mr. Passman. I want to thank the gentleman for this information, 
but I do not think that it constitutes an answer to my question. I 
wanted to know the percentage of the equipment that we furnished 
which would be available and ready for use in the event of Com- 
munist aggression. 

Could you study this matter further and at a subsequent date give 
us an answer to my question as to the percentages? If you have to get 
the information from the MAAG chiefs in the field, very well. There 
certainly should be some record as to the state of repair and the 
percentage of the total that would be available in the event of an 
emergency. 

Mr. Suurr. I would be glad to restudy the question, Mr. Chairman. 

Mr. Passman. If you will do that it will be appreciated by the 
committee. 

Thank you, gentlemen. We shall adjourn until Tuesday morning 
at 9:30 o’clock. 





Tuespay, JUNE 10, 1958. 
Mr. Passman. The Committee will come to order. 
Mr. Denton was examining the witnesses at the time we recessed 
the last meeting. He will resume his interrogation at this time. 
Mr. Denton, you have the witnesses. 


AID TO AFGHANISTAN BY UNITED STATES AND SOVIETS 


Mr. Denton. Gentlemen, please turn to page 15 of the book on 
the Near East. 
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I notice you say there in one paragraph that probable assistance to 
Afghanistan probably will have to be on a grant basis. 

You point out a little bit further along that Russia is going to make 
loans to the Afghans. 

Is Russia making loans and we are not able to make them? Why 
should Russia make loans if we cannot? 

Mr. Rountree. Sir, the United States has made loans to Afghan- 
istan and the Soviet Union has extended substantial loans to Afghan- 
istan. 

The most recent Soviet-Afghan loan transaction of substantial 
magnitude was I believe the extension of a line of credit of $100 million. 

The Afghan Government several months ago considered that the 
amount of loans for which it had contracted had approached the maxi- 
mum which could be serviced by the existing Afghan economy. 

Mr. Denton. Who decided that? 

Mr. Rountrrer. The Afghan Government, and they made a deci- 
sion that further loans should not be undertaken. 

Mr. Denton. But why are they taking loans from Russia and not 
from us? 

Mr. Rountree. The Russian loan is one for which they had already 
contracted at the time the decision was made. A $100 million loan, 
or line of credit, had been already contracted. 

Mr. Denton. But they are not making new loans? 

Mr. Rountree. They are not making new loans; no, sir. 

Mr. Denon. And they are not enone new loans with us? 

Mr. Rounrresr. That 1s right, 


RUSSIAN LOANS TO INDIA 


Mr. Denton. In that same connection I wish you would look at 
your program for India. The big difficulty there seems to be that 
there is a very unfavorable trade balance against India. The 5-year 
plan is going on. What is Russia doing? Are they loaning money 
there, or are they giving money to India? 

Mr. Rountree. Russia has made loans to India. I do not believe 
there have been anything more than small Soviet grants to India, but 
they have made substantial loans. 


REPAYMENT OF LOANS MADE TO INDIA 


Mr. Denton. We have the Export-Import Bank loan to India 
under their 5-year plan? 

Mr. Rounrreer. That is correct. Also we have indicated our will- 
ingness to extend loans to them from the Development Loan Fund. 
Mr. Denton. That soft loan will be paid in their own currency? 

Mr. Rountree. Yes, sir. 

Mr. Denron. Where is that ever going to end? 

I think it is a bad thing for the United States to have so much 
currency in a foreign country. That is my thought, but anyway, the 
interest will have to be paid on that. The only way that loan would 
ever be paid to the United States is to export goods. I do not see 
any prospect of India exporting goods to the United States. It looks 
as if you have 1 or 2 alternatives: One would be for us to keep accu- 
mulating more wealth and more profit in India or else repudiating 
that lean. 
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Mr. Rounrrer. Well, sir, as you know, the Development Loan 
Funds in the main will be repayable i in local currencies. 

Mr. Denton. I know that. 

Mr. Rountresz. | assume, therefore, when you referred to repay- 
ments by exports that you had in mind the loans made by the Export- 
Import Bank repayable in dollars? 

Mr. Denton. That is a good loan, and that will be collected, and 
we know that. 

Mr. Rountrer. I do not know how long it will be necessary for 
the United States to extend loan aid to India. Clearly, their require- 
ments for the 5-year plan that is now underway are such that aid 
during the forthcoming year will be required, but it is our hope that 
the Indian economic development program will succeed to the point 
that it would not be necessary to provide assistance for an indefinite 
period of time. I think it would be precarious for me to undertake 
to estimate the length of time this program would continue. 

Mr. Denton. How are you going to collect that debt? 

Mr. Rounrtrer. As I said, the dollar debt will be collected, we 
assume, on the basis of repayments in dollars. 

Mr. Denron. I am talking about the soft loans. 


UTILIZATION OF FOREIGN CURRENCIES 


Mr. Rountrer. Of course, the money can be used for various 
purposes. 

Mr. Denton. In India? 

Mr. Rountree. In India; the funds will be utilized in India itself. 

Mr. Denton. Do you not think that is a bad thing; for us to have 
so much of a foreign country’s currency held by another country? 

Mr. Rountree. | think whether it is good or bad depends on the 
utilization of the funds. 

Mr. Denton. What would you think about the utilization of them? 
Just give it to them? 

Mr. Rountrez. I would, personally, think that the funds acquired 
in this manner—that is, the funds beyond the immediate needs of 
the United States Government, itse If—can most usefully be employed 
in projects worked out with the local government which will increase 
productivity and, therefore, improve ‘the general economic situation 
of the country. 

Mr. Denton. You are not a lawyer, are you? 

Mr. Rountresr. No, sir; I am not. 

Mr. Denton. You have heard of the old Mortmain statutes? 

Mr. Rountree. | have heard of them; yes, sir. 

Mr. Denton. Is there not a danger of having this money in one 
country, and having it continue to grow and grow, and get us in 
trouble? 

Mr. Rounrrer. If you assume that these funds might continue to 
grow and grow to a point where they would involve the difficulties 
that you have in mind, then something should be done about it. 
However, I do not believe that it is necessarily true that the funds 
will increase until they create the kind of problems that concern you. 
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Mr. Denton. What I am trying to get at is this: Would it not be 
better to make a grant and then be done with it? 

Mr. Rounrresr. Sir, there are many cases where, frankly speaking, 
it would be as well, or perhaps better, to grant assistance rather than 
to make loans. I think there are a number of factors involved in 
this, including the attitude of the Government itself as to whether it 
wishes to receive grants, or would prefer to undertake loans. I think 
there are so many factors involved in this consideration, such as, for 
example, the amount that can effectively be utilized in local currency, 
that in many situations it is best to make loans even though there 
may be some problems in loan repayment and in accumulating 
amounts of money in excess of the needs of the United States requiring 
other arrangements for its disposition. 

Obviously, this is not the kind of a program that we undertake on 
criteria that are substantially the same as banking criteria assumed 
by commercial organizations when they make loans. 


REPORT ON COUNTRY LOANS 


Mr. Denton. Right there, would you put in the record how much 
money we have loaned to foreign countries in soft loans since this 
program started, and how much principal we have collected, and how 
much interest we have collected? We had that information last 
year. Will you please bring it up to date? 

Mr. Passman. Will the gentleman yield to me? 

Mr. Denron. Yes, sir. 

Mr. PassmMan. First, provide the data to the committee, so the 
members may have the opportunity to study the material. 

Mr. Rountres. Yes, sir. 

(The information submitted follows:) 


INTERNATIONAL COOPERATION ADMINISTRATION 
Report oN Country Loans as or DEcEMBER 31, 1957 
Prepared by Accounts Division/FB, Office of the Controller, ICA/W 
FOREWORD 


Part I of this report relates only to the loan activities of the Internationa 
Cooperation Administration. Part II reflects the status of country loans at the 
mutual security program level, and as such, includes all of the transactions re- 
ported under part I and in addition reports on the status of loans entered into 
by other Federal agencies, but funded from title I, military funds appropriated 
directly to the Department of Defense, or by primary allocations from MSP 
Master 11 accounts to the Export-Import Bank. Part I of this report is designed 
to reflect the status of the loans by source of legislative authority and by country, 
whereas part II classifies the loan data by type of currency repayment; namely, 
United States dollars or local currency of the country-borrower. 

Loan agreements entered into by ICA and predecessor agencies with other coun- 
tries are generally in the nature of credits rather than monetary advances. The 
procurement authorizations or project agreements constitute agency obligations 
and not the loan agreement per se. In a minimum number of instances the 
commitment took the form of an exchange of letters. Disbursements in liquida- 
tion of program obligations allocated to the loan program are treated for account- 
ing purposes as advances under the loan agreement, in accordance with arrange- 
ments agreed to by the recipient borrower. An exception to this concept is the 
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loan of $100 million to the European Coal and Steel Community, wherein the 
loan agreement constituted an obligation of funds. The projects to be funded 
by loan advances are detailed to some degree in the loan agreement. 

Certain of the loans are based on discretionary legislative authority. An ex- 
ample is the group of country loans finaneed from public debt authority author- 
ized by the ECA Act, Public Law 472, authorized in addition to the regular 
appropriations, which latter were available for aid on terms of grant. Other loan 
programs were mandatory, in that enabling legislation directed that a percentage 
of the total annual appropriation or a minimum fixed amount thereof be extended 
as aid on terms of repayment. More recent MSP legislation combines mandatory 
loan provisions applicable to certain specified annual appropriations, with dis- 
cretionary authority (aid on terms of loan to the maximum extent possible) for 
residual annual appropriations. 

Section 111 of the ECA Act provides that the Export-Import Bank of Wash- 
ington shall act as the fiscal agent of ECA (and succeeding agencies) in connection 
with loan agreements executed under authority of such act. The Appropriation 
Act of 1951 making additional public debt authority for assistance to Spain in 
the amount of $62.5 million, provides also that the Export-Import Bank shall act 
as the fiscal agent, citing section 111 of Public Law 472 for precedent of fiscal 
agency implementation. The loans receivable are not available to ICA but the 
collections of interest and principal on country loans which were funded from 
public debt authority must be applied by the Export-Import Bank to the 
reduction of accrued interest and principal on the notes of the former ECA 
Administrator issued to the Treasury Department. The collections of interest 
and installments of principal on country loans which are funded from annual 
appropriations are deposited by Export-Import Bank to the credit of miscel- 
laneous receipts of the Treasury. 

Following is a brief summary of the provisions of the various classes of country 
loans with particular reference to the related legislative authorities: 


Public Law 472, Economic Cooperation Act of 1948, as amended 


Country loans totaling $1,139,758,164.65 were disbursed, and were funded to 
the extent of $1,121,989,664.72 from public debt authority and the balance of 
$17,768,499.93 from ECA appropriations. The full amount of the borrowing 
authority of $1,122,300,000 was not utilized due to liquidation of underlying PA 
and TAA obligations in lesser amounts than originally obligated. The grace 
periods for interest and principal have expired on all of these loans and pay- 
ments are due on June 30 and December 31 of each year direct to the Eximbank. 
Interest and principal repayments are due in United States dollars. 

1 


Public Law 759, Appropriation Act of 1951 


There are 37 subauthorizations to private Spanish enterprises, with repayment 
unconditionally guaranteed by the Gonseians of Spain. Interest accrues on 
each subauthorization from the dates of each advance. Funds for advances 
under these loans are derived from public debt authority. This special loan 
program was authorized by Public Law 759 prior to the time Spain became a 
cooperating country under the foreign assistance program. Repayments under 
the loan are due in United States dollars. 


Public Law 48, India Emergency Food Aid Act of 1951 


This act authorized the furnishing of $190 million wheat assistance to India 
on terms of repayment, and provided that the unobligated balance of the appro- 
priation for European economic assistance, as of June 30, 1951, be used for the 
purpose, and that to the extent of the shortfall in unobligated appropriation, 
the balance could be funded from public debt authority. Final disbursements 
amounted to $189,656,420.78, funded to the extent of $162,402,104.78 from 
appropriations and $27,254,316.00 from public debt authority. Repayments 
under the loan agreement are to be made in United States dollars. 

Public Law 118, Mutual Security Act of 1953 

Funds from three fiscal year 1954 appropriations which implemented subject 
enabling legislation were utilized to finance the loan to the European Coal and 
Steel Community. In this instance the loan agreement constituted an Agency 
obligation. Advances were made on the basis of firm construction and expan- 
sion projects submitted by the ECSC to the former FOA. A commitment fee 
of % percent per month was collected on the undisbursed balance of the FOA 


1 Public Law 329 (see below). 
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loan commitment until the loan was fully drawn down; interest accrued on each 
advance from the date of disbursement. Principal is to be repaid in 22 annual 
installments, commencing May 1, 1958, and ending May 1, 1979, at graduated 
percentages of principal, ranging from 2.9 to 6.6 percent per installment. In- 
terest accrues at 3% percent on unpaid balances outstanding, and is due on 
May 1, each year in accordance with the notes issued. In order to encourage 
further financing by private entities, the collateral deposited by the operating 
enterprises with the high authority of the ECSC proportionately secures the 
United States and such supplemental financing institutions. Repayments are 
to be made in dollars. 


Public Law 165, Mutual Securtiy Act of 1951, as amended 


This act provided for a minimum of 10 percent of the assistance thereunder to 
be provided on terms of credit. Most of the loan agreements signed under this 
authority contained uniform terms of interest and principal amortization. In- 
terest accrued from June 30, 1956, with the first payment due on December 31, 
1956, and semiannually thereafter. Principal is repayable in United States 
dollars, in graduated amounts, commencing June 30, 1960, and semiannually 
thereafter until final payment on June 30, 1987. 

Public Law 665, Mutual Security Act of 1954 (fiscal year 1955) 

Section 505 (b) of this act provides that a minimum of $200 million of foreign 
aid assistance shall be on terms of repayment. The actual amount of loans 
authorized under this act is $209.5 million of which the former FOA entered into 
agreements totaling $194.5 million, and Defense Department furnished assistance 
under title I of the act under a loan agreement in the amount of $15 million. 
The latter loan is not included in the loan schedules reported hereinafter. Most 
of the country loans inder this act.carry a 3-year grace period for the accrual of 
interest with an additional 6-month period for the first payment of interest: and 
a further grace period of 6 months for the first payment of principal. Repay- 
ments may be made at the option of the country-borrower in United States 
dollars, with interest computed at 3 percent per annum; or in the currency of 
the country-borrower, with interest at 4 percent per annum. Several of the 
loans, however, require repayments solely in United States dollars. Grace 
periods run from the date of the execution of each loan agreement. Individual 
loans were funded totally from dollar appropriations or section 402 local currency 
sales proceeds, or a combination of both sources. 


Public Law 138, Mutual Security Act of 1954, as amended (fiscal year 1956) 

This act does not specify a minimum target for assistance on terms of repay- 
ment, but provides that ICA will furnish assistance on loan terms to the maximum 
extent possible. The grace periods for the running of interest and initial repay- 
ment of principal are similar to those under Public Law 665; namely, 3 and 4 
vears respectively. However, the basic date for the running of the respective 
grace periods is the end of the month‘in which the first disbursement was made 
under the loan, rather than the date of the individual loan agreements. With 
the exception of several loans, the agreements permit country-borrowers to make 
payments in United States dollars or in local currency, with related interest 
rates as described for Public Law 665 loans, above. Although country-borrowers 
may exercise their option on each amortization installment due date, the pay- 
ment of both interest and principal must be made in the same currency. Indi- 
vidual loans were funded either from dollar appropriations, section 402 local 
currencies, or a combination of both sources. 


Public Law 726, Mutual Security Act of 1954, as amended (fiscal year 1957) 

Loans under this heading are MSP loans funded from fiscal year 1957 appro- 
priations. The grace periods, optional currency provisions and due date formulas 
are similar to the terms in the fiscal year 1956 MSP loan agreements. However, 
subject act not only requires that maximum assistance be extended on terms of 
repayment but imposes further specific limitations on the uses of fiscal year 1957 
appropriated funds. These are (1) all development assistance (title I1) disburse- 
ments shall be made on terms of repayment, except for expenditures for the 
section 402 surplus agricultural commodity disposal program; and (2) 75 percent 
of the grants to countries in the Latin American area from defense support 
appropriations, shall be on terms of repayment (loans). Individual loans were 
funded from dollar appropriations, section 402 local currencies, or combination 
of both sources. 
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Public Law 85-141, Mutual Security Act of 1954, as amended (fiscal year 1958) 
Loans reported herein under this Act are funded from fiscal year 1958 appro- 
priations, but do not include Development Loan Fund activities. Section 
400 (b) of the act authorizes $25 million for economic development in Latin 
America, “Provided, That assistance under this sentence shall emphasize loans 
rather than grants wherever possible, and not less than 90 percent of the funds 
made available for assistance under this subsection shall be available only for 
furnishing assistance on terms of repayment in accordance with section 505.’ 
Pursuant to NAC decision, the interest rates of 3 and 4 percent for repayments 
in dollars and local currency, respectively, were increased to 4.and 5 percent; 
also, the 3-year grace period for accrual of interest contained in prior-year loan 
agreements was eliminated in the loan agreements executed under authority of 
this act. However, the new loan agreements carry over the provision for a 4-year 
grace period for the initial amortization installment of principal on the loan. 


Public Law 480, Agricultural Trade Development and Assistance Act of 1954, as 
amended 

These loans were authorized by section 104 (g) and section 104 (d) of title I 
of Public Law 480 and amendments thereto. The loans are funded from local 
currency sales proceeds generated by dollar expenditures of Agriculture/CCC, 
General provisions relating to grace periods, optional currency payments, ex- 
change guaranty features pertaining to repayments in foreign currency, and in- 
terest rates, are similar to provisions incorporated in MSP loans for the same 
fiscal year. Only one exception was made by the National Advisory Council 
on Monetary Affairs (NAC) permitting repayment of a Public Law 480 loan 
without an exchange guaranty. There were several instances where the loan 
agreements stipulate repayment in United States dollars. This loan program 
was initiated in fiscal year 1955, and expanded again in fiscal year 1956, fiscal 
year 1957, and fiscal year 1958. The loan schedules reported hereinafter include 
only signed loan agreements and exclude section 104 (g) authorized uses in signed 
sales agreements which have not yet been implemented by executed loan agree- 
ments. The loan terms regarding interest rates and grace periods for accrual 
of interest and initial amortization installment of principal parallel the provisions 
in MSP loans for any given fiscal year. These terms are governed, in the case of 
Public Law 480 loan agreements, by the fiscal vear in which the sales agreement 
was signed rather than by the fiscal year when the loan agreement is executed. 
Public Law 329, Mutual Defense Assistance Act of 1949 

These loans were funded from appropriated funds to implement wheat ship- 
ments to Afghanistan and Pakistan during the period that these country pro- 


grams were operated by the former TCA in the Department of State. Interest 
and principal are to be paid in United States dollars, 
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Summary status of country loans as of Dec. 31, 1957 
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LOANS VERSUS GRANTS 


Mr. Denton. Mr. Rountree, I think the first part of your statement 
was very, very forthright, but here we have Afghanistan. We know 
there we will have to make grants. When I look over these Near 
East countries, I believe India, Iraq, and Iran are the only ones that 
you could make a loan of any kind with. Those countries all need 
some kind of economic dev elopment, and it looks to me as if a grant 
would serve your er much better than the soft loan. 

As I said to Secretary Dulles when he was here before, I think the 
best way to make a friend an enemy is to make him a soft loan. 

Mr. Bett. I think this problem is one that is being given very 
serious attention. Mr. Smith has got a committee or a group of 
3 men from outside, including Mr. Bristol of the Bristol-Myers Co., 
and Mr. Strauss, and 1 other businessman who are presently engaged 
in studying this problem with the view to making a report as to what 
the practical problems are in the utilization of these currencies and 
taking into account the kinds of questions that you have been putting. 

Mr. Denton. You are very familiar, of course, with this Near 
Eastern picture. 

Do you think there are any countries in that area to which we ough it 
to make soft loans? If they are good loans, the Export-Import Bank 
will handle them. 

Mr. Rounrrer. I think there are countries, for example, those with 
oil resources, where there is a good possibility of repayment. There 
are other countries where certainly any prospects of repayment in 
dollars would have to be based upon optimism over a long, long time. 

Mr. Denton. If you had come in asking for grant authority “rather 
than loan authority, I think you would have done much better. The 
Development Loan program never did get off on the right foot with 
Congress. 

DEFENSE FORCES IN PAKISTAN 


Mr. Denton. Gentlemen, please turn to page 127, which has ref- 
erence to Pakistan. 

You will note there that you state the major problem in Pakistan 
is the bur den of a larg ge defense, 


for it to be suc w a den ain on its economy : 

Mr. Rountree. The fact is the army is large in terms of Pakistan’s 
economy, but I do not believe it is large in terms of the population 
of Pakistan. 

In a country where the economic problems are as acute as they are 
in Pakistan it can be said that the maintenance of any army of any 
appreciable size would be an onerous problem. 

Mr. Denton. You are not afraid ros anyone is going to attack 
Pakistan, are you, unless it would be a war with India ? 

Mr. Rountree. We believe, sir, that the role that Pakistan plays 
in collective security arrangements is an important role, and that 
the maintenance of an effective military force consistent with that role 
is a wise and prudent thing. We believe that the threat to Pakistan 
is the same as the threat to other independent countries, and that 
that threat lies in the danger of international communism. 

Mr. Denton. Off the record. 
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(Discussion off the record.) 

Mr. Denton. It is awfully difficult for me to understand why you 
have a country which maintains an army for internal security that is 
so large that it causes an undue economic burden on the country, 
and requires us to furnish economic support which we would not do 
otherwise, and defense support and even then their army is a big 
problem. 

Why could not something be done to get that army down to a size 
commensurate with the economy of the country ? 

Mr. Rountree. Off the record. 

(Discussion off the record. ) 

Mr. Denton. What you have is an undue burden on the country, 
and you are rather optimistic to think that you can even increase 
that army and its efficiency and effectiveness without putting a 
greater burden on the country. It looks to me as if when you have 
a country in a bad condition economically, that is going to cause dis- 
satisfaction in the country and turmoil. 

Mr. Rountree. Our objecti ive here is not primarily to increase the 
size of the army or to increase the burden upon the economy but it is 
to increase the effectiveness of the Pakistan armed forces. It is to 
do that in the context of the legitimate mission of the Pakistan 
armed forces as a part of the collective security arrangements in 
which Pakistan participates. 

Mr. Denton. I do not want to read anything that is classified, but 
vou can see the difficulties that you will have in reaching that goal 
from this report you have made. It would have to be many, many 
years hence before you would ever accomplish that goal: is that right? 

Mr. Sucrr. May I answer that question ? 

Mr. Denton. Yes, sir. 

Mr. Suorr. Off the record. 

(Discussion off the record. ) 

Mr. Suorr. The Pakistanis, Mr. Denton, are world famous—— 

Mr. Denton. Professional soldiers ? 

Mr. Suorr. That is right. It would not take years to accomplish 
our objective. 

Mr. Denton. Would you just look at page 125 and look at that last 
paragraph in the classified statement, and see what you have said 
about that Army? We could correct some of these defects, but there 
are others which it will take years to correct. 

Mr. Bett. Could I make one point here? 

Mr. Denton. Yes, sir. 

Mr. Betu. I served in Pakistan and that is why I am so interested 
in this. I am particularly familiar with the problem of the terrific 
burden on the budget which the military establishment i in Pakistan is, 
but I think you also have to look at in in the context of size and popu- 
lation of the country. 

This is a country which has 10 times the population of Greece, for 
example, but with a military force only one and one-half times the 
size of the Greek forces. An army of men of this size for 80 million 
people is not a large establishment. It is true that it is a heavy 
fradlon on the economy, but it is a real internal political problem as 
to how far can any country of this magnitude limit itself. 

Mr. Denton. Mr. Bell, it is their own problem, and I do not say we 
ought to interfere with it, but we should not, I think, encourage this 
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situation which is hurting the economy of the country. 

Mr. Passman. Would the gentleman y ‘ield ? 

Mr. Denton. Yes, sir. 

Mr. Passman. If all outside aid should be withdrawn from Pakis- 
tan, how long could they continue supporting the armed forces in their 
country at the present strength out of their own economy ? 

Mr. Suvrr. I would have no way of knowing, Mr. Chairman. I 
would think that the strength would go down, but they might short- 
change some other part of their economy to keep a very substantial 
force under arms. 

PAKISTAN CRITICISM OF WEST 


Mr. Passman. Perhaps the gentleman would comment on this news- 
on 8 article, and I shall quote only part of a dispatch from Karachi, 
-akistan, of April 26 by the Associated Press : 


West Is CRITIZED 


Prime Minister Feroz Khan Noon critized the West in a heated parliamentary 
speech recently, and was cheered from all sides. He said that if Pakistan people 
feel their freedom is in jeopardy and threatened by India, they would break all 
pacts in the world in order to save their freedom. As he put it, Pakistan will 
go and shake hands with the people (Communists), whom we have made enemies 
for the sake of others. 

This speech made a hit throughout Pakistan, American officials say regretfully. 

Mr. Rountree. I believe, sir, that the speech to which you refer 
was a speech of March 8 made by the Prime Minister of Pakistan in a 
heated parliamentary debate. I believe statements made by the Prime 
Minister both before and after the March 8 parliamentary debate 
reflect, perhaps, more accurately the attitude of the Pakistan Govern- 
ment toward its relations with the United States and the free world’s 
collective security arrangements generally. I would be less than 
frank if I did not say that ‘the speech as reported was a disappointment 
to many, but I do believe that it should be viewed in the context which 
I have mentioned. 

Mr. Passman. We cannot discount statements of that type, can we? 

Mr. Rountree. I think it is always well, however, to view state- 
ments in their proper context, and I think that in this case the com- 
ments that I have made should be borne in mind. 

Mr. Passman. That is a statement by the head of a government 
which is receiving tens of millions of dollars of our money , implying 
that if we should not act in accord with their wishes, all existing pacts 
would be broken. 

EXPENDITURES IN EGYPT 


Mr. Denton. Please turn to page 33,on Egypt. You show a figure 
there of $9,363,000, as expenditures during fiscal year 1958. What is 
that money being spent for ? 

Mr. Bet. These were all liquidations of obligations incurred in 
previous years, Mr. Denton. 

Mr. Denton. What do you mean by that? 

Mr. Brut. They were obligations made in years preceding fiscal year 
1958, before the program was suspended. 

Mr. Denton. You mean, with all the difficulty we have had in Egypt, 
we are carrying on relief to them now and giving them money ? 
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Mr. Betu. No, sir; I do not mean that. I mean when you have con- 
tracted, for example, in 1955, or you agreed to provide them with 
certain equipment, such as a ‘truck, and the supplier of that truck 
delivered the truck and the bill comes in afterward, it has to be paid. 
What we have been doing is paying bills for deliveries already made. 

Mr. Denton. You have not made any delivery to Egypt of any kind 
since that time; is that right ? 

Mr. Bett. There were some in certain cases—certain finalization of 
deliveries of items on which partial deliveries had been made. 

Mr. Denton. How much, and what have you delivered since we had 
the difficulty with Nasser? What items have been delivered to them 
since then ? 

Mr. Rountrer. You mean since the nationalization of the Suez 
Canal Co. 

Mr. Beti. We would have to supply it for you. 

Mr. Denton. Could you tell us the amount involved ? 

Mr. Bett. I could not tell you, without checking, Mr. Denton. I 
can tell you the amount expended in 1958, total. 

Mr. Denton. What was that? 

Mr. Bex. Nine million dollars. 

Mr. Denton. Please supply for the record the amount of money 
we have spent, the materiel that we have delivered to Egypt since the 

nationalization of the Suez Canal, and any other obligations which we 
have incurred. 

Mr. Betx. It would be quite easy to do that. 

(The information requested follows :) 

Since the nationalization of the Suez Canal, that is, from July 31, 1956, up 
to April 30, 1958, ICA has made payments totaling $18.4 million of the funds 
already obligated under the Egypt program in prior years. The largest single 
component of this amount was the expenditure of $12.8 million for the railway- 
improvement project. This included delivery of equipment and tools for rail- 
way workshops, over 400,000 crossties, 18 locomotives from Germany and 12 
locomotives from the United States, and 20 baggage cars and 40 third-class 
coaches from Europe. In addition, delivery was made of $400,000 of pipefittings 
for the potable-water project, $1.4 million in equipment for Ministry of Public 
Works machine shops, about $200,000 in highway equipment, and $2 million 
worth of newsprint. The balance of the $18.4 million spent was for technical 
cooperation project activities ($1 million), most of which was for personnel 
services, and for a release of already obligated funds to keep the FARIS (Egyp- 
tian-American Rural Improvement Service) program in operation ($600,000). 
Apart from technicians’ salaries and expenses in fiscal year 1957, no funds have 
been obligated since the nationalization of the Suez Canal. 


REASONS FOR CLASSIFYING FIGURES 


Mr. Passman. Will you state for the record why pages 33 and 35 
of the justifications, which contain the figures to which we have been 
referring, are marked “Secret” ? 

Mr. Rountree. Off the record. 

(Discussion off the record.) 

Mr. Passman. It is stamped “Secret” at the top of the page. We 
should like to know why there is anything secret about the informa- 
tion that is presented on each page. 

Mr. Rountree. Mr. Chairman, I believe that the proposed pro- 
grams for 1959 in all the countries have been marked “Secret,” and 
the reason which applies generally is, of course, we would not want 
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to disclose publicly what the program is that we have proposed to 
the Congress. 

Mr. Passman. We know the policy, but you are dealing with a few 
figures to complete the program. Is the “Secret” label there in order 
to keep Members of Congress from knowing that there is still a little 
money in this budget for Egypt? 

Mr. Beiu. The only thing that was classified 

Mr. Passman. It does not say “Classified”; it says “Secret.” 

Mr, Murpnuy. Off the record. 

( Discussion off the record. ) 

Mr. Passman. Why do you have “Secret” up there ? 

Mr. Murerny. The bottom block is not classified. It may be 
printed. 

Mr. Passman. I am asking the question, Why do you have “Secret” 
stamped there? 

Mr. Betu. You have this in each case because of the fact that it 
contains the figure for the proposed program for 1959. 

Mr. Anprews. Mr. Chairman, may I ask a question ? 

Mr. Passman. Mr. Andrews. 

Mr. Anprews. Mr. Secretary, is it correct to say that the reason you 
mark these amounts “Secret” is the fact that you do not want dif- 
ferent countries to know what the others receive ¢ 

Mr. Rounrrer. That is correct, as to proposed programs. 

Mr. Anprews. They are jealous of each other, and if you give one 
country more than the other, the one that gets less gets mad with 
us and the other country. 

Mr. Rounrrer. At least, there may be invidious comparisons, I 
think perhaps I should make clear that the only secret aspect here is 
this projected figure—the figures which Mr. Bell indicated in the 
chart immediately below the one marked “Secret” is unclassified. 

Mr. Anprews. Thank you. 





FISCAL YEAR 1957 OBLIGATIONS FOR EGYPT 


Mr. Denton. You did spend how much? Was that figure $700,000 
for technical cooperation in Egypt in 1957 ¢ 

Mr. Rountree. In 1957 the programed obligations were $686,000. 

Mr. Denton. How much ? 

Mr. Bex. $686,000. 

Mr. Denton. Was that for the paying of bills, or what was that? 

Mr. Betz. This was in fiscal 1957? 

Mr. Denton. But that was your technical cooperation program 
that you carried on in Egypt in 1957 ¢ 

Mr. Bet. Yes, sir. 

Mr. Denton. That was after the nationalization of the Suez Canal, 
and after Nasser started causing you all the trouble in the Near East? 

Mr. Bex. These figures, Mr. Denton, indicate that all these ex- 
penditures were for the cost of technicians that we already had on the 
rolls. 

Mr. Denton. But you kept them working. You did not stop them ? 

Mr. Bett. Not in Egypt. They were part of the Egyptian program, 
but they were not kept working in Egypt after that. We pulled 
them out. 
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Mr. Denton. Why did you not charge them up to the country where 
they were working ? 

Mr. Murpny. When they were evacuated from Cairo and the sur- 
rounding territory, Mr. Denton, we had no way of knowing how long 
the situation that caused their evacuation was going to last, and how 
it would be resolved. They were sent to neighboring countries to 
help in other programs, and there was no way of knowing whether 
they would be back in Cairo within 2 weeks or a month. Rather than 
going through the involved process of switching them off the payroll 
to another post, we kept them on the Egyptian rolls until such time as 
we knew they would not return immediately at which time we did 
transfer them to the post where they were working. 

Mr. Passman. We were going to turn the other cheek had we been 
afforded the opportunity ? 

Mr. Murreuy. Maybe Mr. Rountree should answer that question. 

I might point out also that one-third of the year had elapsed by 
the time the crisis had developed, and that accounts for the major 
part of the costs. 


UNITED STATES CONTRIBUTION TO EGYPTIAN-AMERICAN RURAL 
IMPROVEMENT PROGRAM 


Mr. Anprews. On page 35 it is stated that in the fall of 1957 the 
United States made a deposit of $600,000 to the joint account of the 
Egyptian-American caeat improvement program. So as late as last 
fall we were spending $600,000 over there. Would you please explain 
that to us? 

Mr. Denton. That is a different sum of money. 

Mr. Mourruy. That is the type of expenditure Mr. Bell referred 
to which were expenditures to liquidate obligations that had been 
incurred. 

Mr. Rountrer. It might be well to make a special comment on this 
question, because I do not think it falls in precisely the same pattern 
as those referred to by Mr. Bell. 

You will notice that in 1953 the United States obligated $10 million 
as a contribution to a 7-year program, which involved this Egyptian- 
American Rural Improvement Service. This joint project involved 
American and Egyptian cooperation in a rural improvement pro- 
gram, and it continued even through the crisis relating to the Suez 
Canal. Last year there became due an American contribution of 
. $600,000 which was a part of the original commitment by the United 
States. 

Now, we decided that it would be advisable to proceed with the 
Egyptian-American Rural Improvement Service and in order to do 
that it would be necessary for us to go forward with the payment of 
$600,000 which had been committed. This is, I think, the most sig- 
nificant aspect of the original Egyptian-American program of tech- 
nical assistance and cooperation which has been continued. For 
the most part the program was suspended as a result of the unfor- 
tunate developments. We considered it wise, however, not to bring 
to an end this aspect of the program. | 

We wished to continue it for the dual purpose of meeting a com- 
mitment that had been made, and as an indication of the United 
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States desire to contribute to the improvement of the Egyptian 
economy, although we must realize that a basis does not exist at this 
time for the type of relationship which characterized our cooperative 
effort before the Suez Canal controversy. We believed that it was 
desirable, as I said, to continue this project which had been underway 
and which we did not want to see come to an end as a result of our 
failure to make the payment which had been committed. 

Mr. Denon. Do you owe any more money on that obligation? 

Mr. Rounvrres. The obligation has not been completed. 

Mr. Den'ron. How much do you owe? 

Mr. Rountree. May I comment off the record? 

Mr. Denton. Yes, sir. 

(Discussion off the record.) 

Mr. Taser. What have the Egyptians spent? You said they 
pledged so much. We pledged $10 million, and we paid $5 million. 
The Egyptians pledged $15 million, but what have they paid? 

Mr. Rountree. They have paid their proportionate part. 

Mr. Taser. They paid out $7 million ? 

Mr. Rounrresr. Yes, sir, approximately. 

Mr. Passman. Then we do cn a contribution to be made to Egypt 
in fiscal 1959 ¢ 


UNLIQUIDATED OBLIGATIONS FOR EGYPT 


Mr. Batu. We have unliquidated obligations to Egypt, as shown in 
the program as of June 30, 1958, in the amount of $13 million. 

Mr. Passman. Do you contemplate that there will be any more 
money spent on any type of project in Egypt from this date for- 
ward? That is what we are trying to find out—whether or not we 
are continuing to contribute any money to any program in Egypt. 

Mr. Bex. There is no current plan for new programs in Egypt. 
It was a fluid situation in which it was hard to be certain what might 
be wise in the course of time. 

Mr. PassMAn. You are not ruling out the possibility that we shall 
contribute more money to Egypt? : 

Mr. Brix. That is correct, but we have no current plans to do so. 

Mr. Wiacreswortru. Will the gentleman yield? 

Mr. Denton. Let me develop one further thing. 

Mr. Passman. What about the $13.086 million unliquidated? 
What do you propose to do with that money? Is it going to be can- 
celed out, or are you holding the commitments open, perhaps, for 
future negotiation and expenditure ? 

Mr. Bett. The latter. 

Mr. PassmMan. Would you please discuss it? Is that a correct as- 
sumption on my part; that you are holding the money available in 


order to enter into new negotiations with Egypt to liquidate the 
$13.086 million ¢ 


Mr. Bex. If necessary, and in our interest. 

Mr. Passman. There is a possibility that this money shall be spent 
in Egypt? 

Mr. Bexi. That possibility exists. 

Mr. Denton. You have $5 million which you say is obligated for 
this rural development program in Egypt, but that leaves about $8 
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million plus of the $13 million plus unliquidated. Of what is that 
other $8 million made up ? 

Mr. Betu. We can give that to you. It is for other project agree- 
ments: the biggest single one is the Egyptian-American Rural Im- 
provement Service that we have been talking about. 

Mr. Denton. You have given that to us. 

Mr. Bexx. That is the biggest single one. The others are projects 
of various types. 

Mr. Passman. They are merely suspended. They have not been 
canceled. 

Mr. Berx. That is correct. 

Mr. Denton. Can you not cancel them and get your money back ? 

Mr. Passman. They are in a state of suspension. You are holding 
them in readiness to renew them if our Government feels they should 
be renewed ? 

Mr. Bett. Yes, sir. 

Mr. Denton. What would you have to do to cancel this agreement 
and get this money unobligated ? 

Mr. Betx. I suppose what would have to be done would be to de- 
nounce the agreement with the foreign country and accept whatever 
political consequences that might entail with respect to our Gov- 
ernment. It involves a question of political judgment in which we 
would have to be guided by the Department of State. 

Mr. Wicetrswortn. Will the gentleman yield? 

Mr. Denton. Yes, sir. 

Mr. Wiceiesworrn. I am not clear on this. The $13.086 million 
represents actual obligations that have been made ? 

Mr. Betu. Yes, sir. 

Mr. WiccirswortrH. But they are suspended for the time being? 

Mr. Bex. Yes, sir. 

Mr. Wicetreswortu. Because of the developments that have oc- 
curred there ? 

Mr. Betz. Yes, sir. 

Mr. Wiceieswortu. It is conceivable that they might be canceled, 
or it is conceivable that we would feel lezally and morally obligated 
to go ahead to the extent of that $13 million; is that correct ? 

Mr. Betu. Yes, sir. 

Mr. Wiecteswortn. Over and above that, there is nothing con- 
templated in this request for Egypt, is there? 

Mr. Betu. No, sir. 

Mr. Wicctesworrn. I thought you told the chairman—I was not 
sure—that it was possible something more might be spent for Egypt. 

Mr. Bett. If I gave that impression, I regret it. 

Mr. Wiccieswortn. There is no possibility of anything, over and 
above these actual obligations now in suspension, going to Egypt 
under this request ? 

Mr. Berri. There is no request for any funds for Egypt beyond 
these unliquidated obligations. Sa Ce 

Mr. Taser. Is that involved in the new appropriation, or is it in- 
volved in an old one? 

Mr. Betu. It is an old one. ; 

Mr. Taser. That is still hanging on, and this is a contract with 


Egypt? 
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Mr. Bexx. That is correct. 

Mr. Taser. Rather than for specific labor and materials and that 
sort of thing? 

Mr. Bett. Yes, sir. 

Mr. Passman. Will you describe what all this money represents, 
as well as the type of contracts; whether this is something new to 
the program, and whether it is general ? / 

Mr. Denton. You have spent $600,000 last year since this trouble 
came up ¢ 

Mr. Bett. Yes, sir. 

Mr. Denton. And you are spending a little bit as you go along 
for other things ? 

Mr. Bett. We are winding up some unliquidated bills. I am not 
talking about obligations at this point. 

Mr. Forp. The unliquidated obligations which are represented here 
are from obligational authority made available in prior fiscal years? 

Mr. Beut. That is correct. 

Mr. Forp. Running back as far as what? Perhaps 2 or 3 years ago, 
or even longer ? 

Mr. Beix. Back to as far as 1955. 


POSSIBLE USE OF FISCAL YEAR 1959 FUNDS FOR EGYPT 


Mr. Forp. Of course, it is always possible that, if the political 
climate in Egypt should change which would make it more advan- 
tageous for us, out of certain ‘funds that may be made available in 
fiscal 1959 new arrangements might work out where obligational 
authority would be available? 

Mr. Betu. I would put it this way, Mr. Ford, if I might: We are 
making no specific requests for additional funds in fiscal 1959 for the 
gr bien of adding to the carryover obligations. There is in the bill 

1 proposal for a contingency fund whie h, if granted, presumably 
Ww al be available, and then the executive branch determines whether 
or not to augment any program eligible under the criteria in the 
legislation. 

Mr. Forp. There would be no contemplation that that would be 
done as far as Egypt is concerned under the current political environ- 
ment which exists ? 

Mr. Bex. That is correct, sir. 


UNLIQUIDATED OBLIGATIONS FOR EGYPT 


Mr. Passman. I should like to clear this up for the record. You 
are carrying on your books as an obligation a substantial amount of 
money for completion of projects in Egypt, if we should at some fu- 
ture date resume these projects ¢ 

Mr. Bewu. Yes, sir. 

Mr. Passman. You are carrying this as an obligation ? 

Mr. Beuu. Yes, sir. 

Mr. Passman. What is the total amount you are carrying as obli- 

gated for Egypt? 

Mr. Betx. That has not been liquidated ? 

Mr. Passman. That has not been liquidated. 

Mr. Betx. There isa figure in here on that. 








878 


Mr. Passman. I am talking about that part you are carrying as 
an obligation. 

Mr. Bet. $13,086,000 is the amount which we estimate will be un- 
liquidated as of June 30, 1958. 

Mr. Passman. That is the total? 

Mr. Bett. Yes, sir. 


TYPES OF PROJECTS INCLUDED IN OBLIGATIONS FOR EGYPT 


Mr. Passman. What type of projects does it cover ? 

Mr. Betz. I have a list of them here, showing amounts unliquidated 
as of December 31, 1957. 

Mr. Passman. Let us have you discuss briefly the types of projects. 

Mr. Betx. First, I will mention the program that we have been dis- 
cussing, which is the Egypt-American Rural Improvement Service. 
Unliquidated obligations amount to $5,034,000. 

Mr. Passman. What does that project accomplish ? 

Mr. Bet. This program is designed to work primarily in agri- 
culture and in public works, which includes roads and health services 
in a demonstration area in two particular districts in Egypt. It is 
a joint cooperative effort of United States technicians and Egyptian 
technicians. 

Mr. Passman. It is not, say, a building that is partly completed, or 
a road that is partly completed? This is technical aid, is it not? 

Mr. Bex. It is technical and development, both, Mr. Chairman. 
There are individual structures which have been in the process of 
completion. 

Mr. PassMan. What are some of the others? 

Mr. Bet. In the field of agriculture, we have a project which car- 
ries the sum of $115,000 unliquidated as an obligation for an under- 
ground-water survey. 

Mr. Passman. Water survey? 

Mr. Betz. Yes, sir. Those are underground-water studies for geo- 
logical and hydrological data. 

Mr. PassmaAn. That deals with pe rsonnel, and not construction ? 

Mr. Betu. Yes, sir; there is $13,000 in a project for agricultural 
drainage by well pumping, which is a technical study; $153,000 for 
the completion of aerial photographic maps; there is $123,000 for 
technical assistance in agricultural extension; there is $3,000 in drain- 
age investigations, again being technical assistance. 

Mr. Passman. Drainage? 

Mr. Bex. Yes, sir. There is $20,000 in the development of fishery 
ponds and fishing techniques along the Nile Delta: there is $82,000 in 
the improvement of desert r ange and pasture practices; there is $6,000 
unliquidated in the cooperative and farm credit studies. 

Mr. Passman. What type of studies? 

Mr. Betxi. Farm credit. 

There is $88,000 unliquidated in land and water utilization projects 
for studying the reclamation of land and fertilizer utilization, and so 
on; there is $714, 000 unliquidated in the livestock-improvement pro- 
gram for improving dairying and sheep herding. 








879 


There is $33,000 in the technical assistance program unliquidated in 
a crop-improvement project; there is $102,000 unliquidated in the 
plant-protection project in the control of pest and plant diseases; 
there is $4,000 unliquidated on an industrial potential study, and 
$5,009 unliquidated on a study of mineral resources. 

Mr. Taner. That is the amount of $5,000, and then there was $4,000 
for the previous one ? 

Mr. Bey. Yes, sir. These are all unliquidated balances in previous 
projects. 

Mr. Passman. Projects that are no longer under way? 

Mr. Bet. They are all suspended. 

There is $14,000 for a slaughterhouse-design project; there is 
$2,364,942 as a highway improvement project. 

Mr. Passman. Is that amount for actual construction or for 
planning? 

Mr. Beix. That is equipment and supplies, and consulting engi- 
neering services for a highway. 

There is $4,034,000 unliquidated in a project for improvement of 
waterways. That is for procurement of draglines, barges, dredges 
and tugboats. 

Mr. Passman. A drainage and flood control type of project? 

Mr. Betx. Primarily water transportation, sir. 

May I, Mr. Chairman, beg your pardon and correct an earlier 
figure? 

Mr. Passman. Yes, sir. 

Mr. Betz. I gave a figure of $2,364,000 on highway improvement. 
The description was correct, but the figure was wrong. The figure is 
$942,000. 

The figure on waterways of $4,034,000 was correct. Then on rail- 
way improvement—and this is for procuring locomotives and railway 
cars—the correct figure is $1,325,000. 

Mr. Passman. Locomotives and railway cars? 

Mr. Bei. Yes, sir; there is $156,000 unliquidated on a project for 
industrial consulting services, and there is $27,000 unliquidated of 
technical assistance to civil aviation. 

There is $7,000 unliquidated on a project for improving rural water 
supplies; there is $120,000 unliquidated on a rural health center, and 
$127,000 unliquidated on a technical assistance project designed to 
control bilharziasis, a disease affecting up to 90 percent of the rural 
population. 

Mr. Denton. Could be put that list into the record, Mr. Chairman? 

Mr. Passman. I am trying to make some mental notes, because later 
the data might be classified. 

Mr. Bex. $45,000 for an institute of public health; there is $168,000 
for a potable water supply system ; $45,000 is unliquidated on sanitary 
engineering projects under technical assistance. 

Mr. Passman. How many more pages do you have there? 

Mr. Bey. Quite a few. 

Mr. Passman. I suggest that we insert the remainder in the record. 


25164—58—_—_56 
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(The information requested follows :) 
UNLIQUIDATED OBLIGATIONS IN Egypt PROGRAM 
As of December 31, 1957, the following projects had unliquidated obligations : 
Technical cooperation 


Agriculture and natural resources : 


Underground water survey___-_-~- wail Se Elia Sa Bil att Se chile Ee $115, 000 
Agricultural drainage sii eesti spins ROE eecaase sie dei teen eeeoda ae 13, 000 
Aerial photo survey_------~~--- seni i ae I 153, 000 
Agricultural extension__.......--____ inaisleine eek miiceedaie a 128, 000 


omtro: of eroand water... ee ee See Jes 8, 000 
Pond fisheries_________- : : wo Sie hi seh ee 20, 000 
Desert range development________-_~- pecs Saxe bt Lada maceatetete 82, 000 


Cooperative and farm credit studies_____.__._..__-.---__--_.--_. 6, 000 
Land and water utilization________ ah sinning os Lucene aneiaitadalandlon a 88, 000 
ee | ese Haseeno anata conto 174, 000 


SOUen RPT RGING inte ok om ld Rc cbdil pine wen din dba de bbe 33, 000 
RR RIO UCONN sisi nine imnes _ 102, 000 
Industry and mining: 


Industry potential survey___.____-________-___ Joist naramliaatead 4, 000 
Pe SemOTees Ceverounient.$. eS ee ae 5, 000 
een NUR ORCS, NCIS: REN OU ss wn wa eles ceo occ aaa 14, 000 
Transportation : Civil aviation advice____.__-________________- shen 27, 000 


Health and sanitation: 
Rural potable water_____.~__-~~_- 
Rural health center______- 


Sl —, 7, 000 
sballeavaweperaetnsDgeinites sragsoab np ene arapieh- oem ir 120, 000 


TUSSI SS oS semaine tenn apad bee a antl Rect aaaaes 127, 000 
SURI URL i i acts waicsetncinonnkpanss tcp een aden tid 45, 000 
ee AUC ISO EAGT i Sc caren theese ene eamantiag 45, 000 
Fr (SRO CES OU i 3, 000 
Prosetnéetics manufacture advice... 9, 000 
Education : 
Pemnety: teacher education... > oh  eL Ss 19, 000 
meecntiona) materiale! SetV1C0s.s 6k i Sa bres 48, 000 
a ek rE ae Shaina 9, 000 
TTT, PUNT as ce ics ecien a ew caeolin ected mappa ea aber 9, 000 
UIE SNORING iss cetera cemetansciegerdndeearovgs monies snpetnosonieamaen renee 195, 000 
 Weeetonél training fot women... soso ee kd 52, 000 
Public administration: Penal administration________________-_____ 78, 000 
Housing: Building research and training center___....___--_--.____ 152, 000 
Development assistance : 
Egyptian-American rural improvement service__________-______ 5, 034, 000 
eneeeeey aenarwOVeRnONG. oats ee ee 942, 000 
WU een ye TID PrOV CMON a eh sb enolic uscedendice 4, 034, 000 
Rr IE RTO RN as igs hist So aie endl etniiar ining ctgalrgnatatatdadicke 1, 325, 000 
smaeetry consulting services... ..................  eenian scan 156, 000 
Ge BUTVOED GPMUET 6 o . oe b e i guie apeeie ae 168, 000 
eer meennnee Wantrnnenermips ets (2 tS Ce ee 51, 000 


DURATION OF UNLIQUIDATED OBLIGATIONS 


Mr. Passman. How long have you been carrying this money as an 
obligation ? 

Mr. Bett. We have been carrying it as an obligation since the 
project agreements were signed. 

Mr. Passman. When were the expenditures suspended ? 

Mr. Bex. In 1957. 

Mr. Passman. And you are still carrying it as an obligation ? 

Mr. Bewu. Yes. 

Mr. Passman. Would it not be sounder accounting practice to 
cancel these items as obligations ? 
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Mr. Rountree. I wonder if I may comment? 

Mr. Passman. I asked Mr. Bell the question. I want to know why 
it is necessary to carry this money as a bona fide obligation. We have 
established here that the money might never be spent in that nation. 

Mr. Bett. I will say one thing, the obligation is made by concluding 
an agreement with the foreign gover nment involved. The termina- 
tion of the obligation can be achieved either by carrying it out, or 
by denouncing the agreement. 

Now, regardless of what you might do in business, the question 
of denounci ing an agreement with a “foreign country is “obviously one 
with political decisions. 

Mr. Passman. Is it our policy to continue doing business with a 
country if it has violated its agreements with us and pushed us so far 
we have had to suspend the operation in the country ? 

Mr. Bewx. I would like to ask Mr. Rountree to answer that. 

Mr. Passman. I want to know how far we should go when the 
situation is such as described. We want the answer as to why you 
prefer to carry this as an obligation, year in and year out, when the 
money might never be spent in Egypt. Would it not be better to 
include it in a new program if our relationship with that country 
improves? I think also it is perhaps going to be interesting to find 
out how many more tens of millions of dollars you may possibly 
have in a similar category throughout the world. 

Mr. Rounrree. As Mr. Bell said, the decision to liquidate this, 
or to cancel the obligation, would be a unilateral decision that I think 
should be undertaken only if it is considered there is no possibility of 
finding it possible and wise to complete the transaction. 

We have had difficult relations with E wzypt following the national- 
ization by Egypt of the Suez Canal. The Egyptian attitude has made 
it impossible for us to continue the kind of cooperative arrangements 
we would like to have with Egypt. But we have never excluded the 
possibility of there being created a basis for improved relations. Of 
course, we have been disappointed with the attitude of Egypt—now 
the United Arab Republic—with respect to many international ques- 
tions. But we would like nothing better than for this attitude to 
change to the extent it would be considered in our interest to resume 
programs of this sort. 

You will recall the United States at the time of the naturalization 
of the Suez Canal Co. froze both the Egyptian and canal com- 
pany assets in this country and we made it clear the reason we had done 
so was related to the legal aspects of the seizure of the Suez Canal. 
We subsequently made it clear if the Egyptian Government should 
settle its dispute with the Suez Canal Co.—the reason for hi: aving 
frozen funds having been removed—we would then release the funds. 
This we did when the Egyptian Government and the Suez Canal Co. 
came to an agreement, and that was at least a step, however small, in 
the direction of improved relations with the United Arab Republic. 

There are many remaining difficulties. As I say, we do hope that 
there is at least the possibility of a changed attitude, and the creation 
of conditions by which it would be possible for us to carry out the kind 
of relationship with the United Arab Republic which would be much 
better than that existing at the present time. 
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Mr. Ford indicated earlier his understanding that while our pro- 
gram for the forthcoming fiscal year does not include any funds 
specifically scheduled for Egypt, we do not exclude altogether the 
possibility of using funds appropriated for an Egyptian program by 
the Congress if it should be determined to be in our own interest to do 
so. I think it should be understood if there should be created a situa- 
tion in which the kind of relationship to which I have referred here, 
which we would like to see reestablished but which does not now exist, 
then it might be fruitful for us to resume some kind of program in 
Egypt. We do not know that will be the case. Perhaps the chances are 
against it, but certainly we do not wish to exclude that as a possibility, 
nor do we wish unilaterally to cancel existing obligations at this time. 

Mr. Passman. Is the relationship between Syria and Egypt not very 
firm at this time? Have they not entered into a mutual military 
alliance ? 

Mr. Rountree. Egypt and Syria, have, in fact, become a single 
nation known as the United Arab Republic. 

Mr. Passman. Syria has never been in the program ? 

Mr. Rountree. We have never had a program in Syria. 

Mr. Passman. I still want to know why we cannot cease to call these 
items in Egypt “obligations,” and then, at some future date, if you can 
talk them into accepting some of our money, enter into new contracts. 
I should like to know how many years you expect to carry a dead 
obligation as an obligation. 

Mr. Rountree. I have attempted to explain why we do not think 
it is a good idea at this time, unilaterally, to cancel the obligation. 
If we do so, it would make it far more difficult for us to achieve the 
objectives that I have set forth. 

Mr. Taser. This looks to me like the meat of it. It shows cumula- 
tive as of June 30, $48 million, and it shows expenditures of $9,363,000 
in 1958. Now, how much of that was actually paid out and cleaned 
up down to this point? 

Mr. Denton. $! million. 

Mr. Taser. How much of that money was left in your hands, but 
is carried forward here as unliquidated as of June 30, 1958? How 
much of that $9,363,000 has actually been cleaned up and paid out ? 

Mr. Betz. All of it. Those are expenditures. 

Mr. Taser. Expenditures already made? 

Mr. Murruy. They are not. 

Mr. Taxer. I understood that was the estimate for 1958. 

Mr. Murrny. You are absolutely right, Mr. Taber. 

Mr. Taser. How much of that has actually gone out of the Treasury ? 

Mr. Morruy. I have a March 31 figure, which is the latest figure I 
have available, and it shows the actual expenditures through that date 
were $8,013,000 of the $9,363,000. 

Mr. Taver. Do you see what I mean? 

Mr. PassmMan. Yes. 

Mr. Denton. When did you decide to freeze this Egyptian account ? 

Mr. Rountree. Off the record. ; 

(Statement off the record.) 
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DELIVERY OF MILITARY EQUIPMENT TO IRAN 


Mr. Denton. Mr. Shuff, I want to ask you this question, and let us 
turn toIran. Look at the military equipment. Look at that column 
for your 1959 program. Is there any conceivable reason in the world 
why you oobi not make those deliveries in the fiscal year 1959? 

Mr. Suvurr. Let me understand this. 

Mr. Denron. Let me make myself clear. As I look over that list, 
every item on there is, at least, obsolescent. I look at the C-47 air- 
craft. 

Mr. Suurr. There are no C-47 aircraft in the 1959 program. 

Mr. Denton. You are right. Now, you have some trucks. They 
are certainly in surplus in this country at the present time. I realize 
why yon got behind at the time of the Korean war, but now we have 
a different condition in this country. There is a recession going on. 
We want to put people to work. Is there any reason why you cannot 
expedite this program and make the deliveries in the year 1959? 

Mr. Suurr. Do you mean the 1959 program delivered in 1959? 

Mr. Denton. Yes. You have a quarter-ton truck. Why can we 
not make delivery on that in 1959, the fiscal year 1959? 

Mr. Suurr. Well, this goes back to thinking in terms of how you 
program. You do not want us to deliver these trucks just to get 
the program liquidated. This programing has been done on a time- 
phased basis against the requirement in the country. Some of the 
1959 program will be delivered in 1959, but it will be delivered on 
the basis of the requirement, and not on the basis of how quickly 
we can make it available. 

Mr. Denton. If they do not require it, you will not have to deliver 
it to them. 

Mr. Suorr. I did not say that, Mr. Denton. I said on the basis 
of their requirements. 

Mr. Denon. If they do not require it in the year 1959, you will 
not deliver it to them in 1959; you will deliver it sometime later. 

Mr. Suvrr. That is right. 


MILITARY ASSISTANCE PIPELINE 


Mr. Den'ron. You know that you are going to cut your program 
back because of the legislative act. Could you not sit down with the 
clerk of our committee and put this program on a more current 
basis and, thereby, save yourselves some money and save the taxpayers 
money and get it on a current basis? We have just had the case 
of Egypt, which dealt with the economics, which shows the serious 
danger of having the program so far behind. Could you not get 
on a current basis? 

Mr. Suurr. We consider it on a current basis now, Mr. Denton. 

Mr. Den'ron. Do you consider delivering a truck, surplus in this 
country, a year or 2 from now, on a current basis? 

Mr. Sucrr. I do not agree that it is in surplus in the United 
States. 
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Mr. Denton. Trucks are not? 

Mr. Suorr. Trucks are not; no, sir. 

Mr. Denton. Do you mean to say you have trouble getting delivery 
of trucks? 

Mr. Suurr. I did not say anything about having trouble. You are 
indicating that they are excess to the service requirements. I have 
never agreed they are excess to United States military requirements. 

Mr. Denton. There is no reason you cannot go down and buy trucks 
today ? 

Mr. Suurr. No, sir. That is what we are proposing to do. 

Mr. Denton. Your theory is you cannot cut back this lead time and 
bring this program more up to date ? 

Mr. Suurr. I am not saying we cannot cut the lead time down, but 
I am saying we program aga inst requirements. 


PLACEMENT OF MILITARY ASSISTANCE ON MORE CURRENT BASIS 


Mr. Denton. Let me say one thing on that. I think that it was 2 
years ago your predecessor was very broken up because the military 
program had been cut back. He said they could not give advance 
weapons to Europe. The next year they came in. They displayed 
economies. They had the advanced weapons for Europe. They had 
a half billion surplus, and General Norstad was in here saying that 
they had a much more efficient army than before the program. 

In the Near East, we are dealing with a military establishment 
which is almost entirely for internal security. It would stretch the 
imagination, under the report you make, to say any of it was for the 
defense of the free world. It seems to me that you should program 
this up to a date, and cut back a good deal of money on this, which 
would make it a more efficient program and save the taxpayers money. 
You have to cut back anyhow. 

Mr. Suurr. You would not want me to second guess the Congress 
us to how much money they will appropriate and go through this 
whole exercise. We are only talking about one portion of the world 
here. 

Mr. Denton. I meant for the whole thing. 

Mr. Suurr. There is not much sense really in guessing. We had 
better wait until we find out how much money is appropriated and 
then do it. We do not have the personnel to do it twice, Mr. Denton, 
I can assure you. 

Mr. Denton. I thought maybe you could give us some help on that. 

Mr. Suurr. I would like to think that there might be some way to 
do it, but we program against requirem¢ ents. 

Mr. Denton. These specific items that you have here, are they ac- 
tually the items you are asking us to appropriate money for, or are 
they the illustrative ones ? 

Mr. Suurr. We are asking for appropriations to be made for these 
items shown. You will recall last week it was mentioned that these 
totals did not agree with the individual items. 

Mr. Denton. Yes. 

Mr. Suurr. As you know, programs of this type are always sub- 
ject to reprograming for one reason or another, not the least amon 
which is an area where we have programed too much in the past, al 
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we have to program less in the future in order to make a balanced 
program out of it. Some of these programs are, by the very nature 
of them, subject to reprograming action. 

Mr. Denton. You are going to get your money much earlier this 
year than before. 

Mr. Suvurr. I am not sure, sir. 

Mr. Denton. It looks like that anyhow. 

Mr. Forv. We hope that is right. 

Mr. Denton. I was hoping that you could give us some assistance 
on that. As I have told you before, I have a “great deal of difficulty 
in seeing any military value to the free world in the aid we are 
giving to some of these countries. 

Mr. Suurr. Mr. Denton, let me say this—with regard to trucks, 
since you mentioned trucks, I would guess that work would accrue 
as a.result of the 1959 program coming to fruition in 1959. Your 
requirement is not necessarily the delivery of the trucks; your require- 
ment, as you have stated it, is the work that is performed. 

Mr. Denon. I am interested in work in this country, yes. 

Mr. Suurr. I can tell you this. Out of the 1959 program we just 
cannot say, “All right, our total requirements for trucks in this pro- 
gram are so many thousands; stop everything else you are doing and 
satisfy our requirement.” Our requirement “has to be fitted in with 
the rest of the Army, the Air Force, and the Navy requirements. 
But I can guarantee you this, that work will be performed in the 
fulfillment of the requirement of our fiscal year 1959 program in fiscal 
year 1959. 

Mr. Denton. I am glad to hear that. 

Now, I would like to get this program on a more current basis. It 
would be be r for you, * the C ongress, and everybody else. 

Mr. Suvurr. I do not see how we how we can do that if we are going 
to satisfy the requirements. This program fulfills a requirement, a 
stated requirement. It is not designed on the same basis as the eco- 
nomic program. The force goals that are stipulated by the Joint 
Chiefs of Staff generate a requirement in these 40-odd countries. 
Now we have to meet those requirements to the best of our ability. 
You would not want us to tailor this to a projected reduced sum of 
money at this time. To go through this program and to do that 
with the various large pieces of equipment is a horrendous job. 

Mr. Denon. They tell me they did that in Europe and they tell us 
that they got a much better army and accomplished their purpose 
much better than they did before. 

Mr. Suvurr. You are talking about the reduced forces in Europe. 
The forces were reduced in Europe, not on the basis of an annual ap- 
propriation, but looking out into the future. If we could see the re- 
quirements lessening for troops around the world on more than an 
annual basis we too could cut down, but that information is not in 
our hands. 

Mr. Denton. Are you satisfied with this military program of ours 
in the Near East? Do you have any suggestions for making it better? 

Mr. Suurr. May I go back to your other question a minute and 
then I will attempt to answer that one. The mere fact that our carry- 
over is on a downward trend from a high of $8.5 billion to $3.4 billion 
this year and a projected $3 billion, or $2.9 billion next year would 
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indicate that we are not programing against these long lead times that 
we have in the past; we are endeavoring to get more current every 
year. 

Mr. Denton. I think that is fine. 

Mr. Suurr. In answer to a requirement, not on the basis of any- 
thing else. 

Mr. Denton. What I am asking you to do is with regard to the re- 
cession we have. We want the work in this country and we should 
expedite it. 

r. SHurr. You would not want us to expedite it on the basis of 
rushing it overseas to stand in a warehouse, or stand outside in the 
open, would you? 

Mr. Denton. If that is what you would have to do it should not be 
in your program. It should be crossed out if it is in that category. 
If it is going to stand in a warehouse we do not need to buy it this 
year. Do you have any suggestion that would better the program 
and help us? 

Mr. Suorr. I cannot think of suggestions at this point that might 
make this program more efficient. 

Mr. Denton. You are perfectly satisfied with the program in the 
Near East ? 

Mr. Suurr. I can only speak to the military aspects of this, Mr. 
Denton. Your remarks were predicated on the basis that a large ingre- 
dient of the considerations in the Middle East are political, so I think 
maybe Mr. Rountree would like to comment on that part of it. 


OIL IMPORTS FROM NEAR EAST 


Mr. Denton. I was going to ask him that.a little later. 

Let us go to something else. I want to talk a little about oil. It isa 
rather apropos subject and it is before the House today. 

I understand that the administration tried to get an agreement 
among the American oil companies producing oil in the Near East 
to limit their imports to the United States; is that right? 

Mr. Rountres. I think on the question of domestic oil policy I 
better disqualify myself as an expert. 

Mr. Denton. Can anyone talk to me about oil? 

Mr. Rountree. I am sure that there are many people who can talk 
to you about it. 

Mr. Denton. It is very important in the Near East? 

Mr. Rountree. As far as the Near East is concerned, I am pre- 
pared to talk about Near Eastern oil; but not about domestic import 
policies. 

Mr. Denton. Is that not very much of a question, our domestic 
imports of oil from over there? 

Mr. Rountree. It is not a major factor in terms of Middle East oil 
production, no, sir. 

Mr. Denton. You do not think that the imports that this country 
gets affect it at all. 

Mr. Rountree. The imports of oil in the United States from the 
Near Eastern area are a small portion of the output of Near Eastern 
oil. 

Mr. Denton. Of course, they are American oil companies. 
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Mr. Rounrrer. Yes, American oil companies operate in most of the 
oil producing countries. 

Mr. Denon. Most of the oil is produced by American oil com- 
panies in the Near East ? 

Mr. Roun'rrer. I would say the American oil companies have a sub- 
stantial interest in Middle Eastern oil. 

Mr. Denton. Practically all of them are American in Saudi Arabia. 

Mr. Rountree. The companies now in production are entirely 
American. 

Mr. Denton. And you do have some Dutch, British, and Italian in 
Traq and Iran ? 

Mr. Rountree. That is correct. 

Mr. Denton. But mostly Americans produce the oil ? 

Mr. Rountrer. The French also operate in Iraq and Iran. 

May I just say that while the Umited States oil companies have a 
large share in the oil production in the Middle East, 1 am sure you 
understand that does not mean that the oil they produce comes to the 
United States. For the most part it goes to European consumers and 
consumers in Africa and Asia, which are serviced by the American 
firms. 

Mr. Denton. Right along that line, there is a world-wide shortage 
of oil and a surplus in this country. In our overall program would it 
not. be a good idea to try to channel this oil to places where there is 
a shortage and not bring it here where there is a surplus? 

Mr. Rountree. Western Europe alone receives about 88 percent of 
the exports of Middle Eastern oil westward. 

Mr. Denron. So if there was a quota placed on the importation of 
Near East oil to the United States it would not affect them very much, 
would it ¢ 

Mr. Rounrrer. I would say from the point of view of the actual 
quantity of oil imported to this country it would have perhaps a lesser 
effect than upon our interests in South America, for example. They 
are, however, not only the problems of the material effects of import 
quotas, but the psychological and political reactions to the imposition 
of quotas. 

Mr. Denton. The administration tried to get the oil companies to 
put a voluntary quota on, did they not ¢ 

Mr. Rountree. I would like to say, Mr. Denton, with respect to 
the United States quota system, and the administration’s policy with 
respect to import quotas generally, this matter affects not only areas 
for which I am responsible but other parts of the world, and I think 
it would be more appropriate for someone else to comment on our poli- 
cies in this regard. 

Mr. Denton. I am going to talk about South America. Oil is a 
very big subject in the Near East. 

Mr. Rountree. It is a very big subject in the Near East and is a 
matter in which I have a very great interest. However, I am merely 
referring now to the United States import policy. 

Mr. Denton. Let me ask you this—if we did try to get the Amer- 
ican oil companies to agree to voluntarily restrict the imports of oil 
into this country the administration must have thought that should 
have been done; 1s that not right ? 
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Mr. Rountrer. Yes. 

Mr. Denton. Two oil companies dragged their feet and would not 
go along. Why is it the administration let these two oil companies 
stand us all up? 

Mr. Rounrrer. I am not prepared to testify in that regard. I have 
tried to disqualify myself. 

Mr. Denon. In this country we have proration under the oil laws 
and we do that so that we will not exploit our oil in this country. I 
expect that you know in my State they used to have natural gas 
around Indianapolis and they let the gas burn on the streets and it 
is all used up. It was easier to let the gaslights burn all night than 
to turn them out. So we have the proration laws in order to pre- 
serve the oil in the ground. Now, if proration is good for the Hum- 
ble Oil Co. in Texas, why is not god for the Humble Oil Co. in Saudi 
Arabia ? 


INCREASED OIL PRODUCTION IN MIDDLE EAST 


Mr. Rounrrer. I think there is a fundamental difference in the 
supply situation in the United States and our objective of conserving 
resources here, and the situation is the Middle East which contains 
some 70 percent of the world’s proven oil resources. There the prob- 
lem has been to plan ahead for the expansion of production and not 
the retraction of production. You have a steadily rising production 
in all of these countries. 

Mr. Denton. I have heard that they have a 60-foot sand, and I have 
also heard that they are washing the wells out because the production 
isdown. Isthere very fine oil production in the Near East ? 

Mr. Rountree. Tremendous. 

Mr. Denton. The story I hear that they are washing their wells 
out because a is down is wrong; there is nothing to that? 

Mr. Rountree. I do not believe so. The production in the Middle 
East has been steadily rising. It is estimated that in future vears the 
production of oil in the Middle East will be at levels very much higher 
than at present. 

Mr. Denton. There is no conservation problem there ? 

Mr. Rountree. There is no problem of proration there, sir, because 
it is a steadily rising production to meet a steadily rising demand for 
middle-eastern oil. 

TAXES ON OIL IN NEAR EAST 


Mr. Rountrer. What sort of taxes do these oil companies pay in 
Traq and Iran and Saudi Arabia ? 

Mr. Rounrrer. The precise nature of the arrangements I cannot 
answer offhand, but I will say this: in Iraq, Iran, and Saudi Arabia the 
oil companies pay into the governments in the form of taxes and oth- 
erwise about 50 percent of the profits from the crude oil. So whether 
it is called taxes or royalties, or otherwise, it reflects a 50-50 division 
of the profits. 

Mr. Denton. In that same connection, I have heard there are cer- 
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tain countries that have wealthy people and that these wealthy people 
pay little or no taxes. 


( Discussion off the record. ) 


COMPARISON OF TAX SYSTEMS IN NEAR EAST WITH UNITED STATES 


Mr. Anprews. Do you know any other country in the world that 
makes an effort to collect taxes from its citizens as we do ? 

Mr. Rountrrer. Yes. I would say that there are countries that make 
such an effort, but unquestionably the tax-collection system in these 
areas is far less efficient than our own. 

Mr. Anprews. Then you would say that the citizens of these coun- 
tries in this area a not pay proportionately the amount of taxes that 
the Americans pay ? 

Mr. Rountree. Yes; I think that that isa correct statement. I think 
that you have to remember, of course, that only a small percentage of 
the citizens of these countries are in fact i in a position to pay taxes, but 
even with respect to that percentage I would say that the average of 
the effective tax collection, particularly income taxes, is substantially 
lower than our own. Most of the Government revenues are derived 
from sources other than income taxes. 

Mr. Denton. I do not know what you can do, but that makes it 
awfully hard for us to explain the program to a good many of our 
constituents. It is hard for me to tell the little man why he should 
pay taxes to grant relief to some foreign country when that country 
does not tax its local people. That isa diffic ult thing to answer. 

Mr. Rounrtrer. They do tax, but it is a question of how effective 
their governmental machinery for collection is. You know, there are 
few countries in the world that collect an income tax as effectively 
as the United States and Great Britain. 

Mr. Denton. I have heard that about European countries. 

Mr. Rountree. That is true. 

Mr. Denton. Let me move on. 

There was a report on the table here yesterday, or the other day, 
of a special study that was made in the Near East by Mr. Wayne 
Hays, Governor O’Hara, and Mrs. Church. Are you familiar with 
that? 

(Off the record.) 

Mr. Denton. I notice that you say that Iran is dominated by well- 
to-do families. Do they pay their share of taxes? 

Mr. Rounrres. Yes, but their collection of income taxes is rela- 
tively a small element of their government revenue. 


INVESTMENT GUARANTY AGREEMENTS 


Mr. Denton. I see that so many times these countries sign an in- 
vestment guarantee agreement with the United States. What is that? 

Mr. Bex. It prov ides a guarantee to the investor in a foreign coun- 
try that he may take out of the country in due time his capital and 
his profits, and there is an undertaking on the part of the Government 
to assure that, and on our part to guarantee that the Government 
will permit repatriation of capital and profits. It is a means designed 
to make more attractive for private investment to go overseas. 
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AID TO COUNTRIES RECEIVING SOVIET AID 


Mr. Denvon. I picked up this report on the table the other day. 
It is the report of Wayne Hays, Governor O’Hara, and Mrs. Church 
and it had this paragraph in it: 

Any decision on the part of the United States to extend aid to the nations of 
Africa or the Near East should not be influenced by what the Russians have 
offered or promised to do for these nations. The objective of the United States 
aid must be to enable friendly countries to remain free. This objective can 
best be accomplished by concentrating on projects which promote internal sta- 
bility and which are related to the sound economic development of such friendly 
countries. 

What do you think about the first part of that, that we should not 
extend aid to nations and be influenced by the fact that Russia is offer- 
ing the same nations aid? 

Mr. Rounrrer. My understanding of your first reading is different 
from the statement that you have Just made. My understanding of 
the first reading was that the United States should not be influenced 
by what Russia has offered to these countries in deciding itself what 
aid should be given. 

Mr. Denton. That is right. 

Mr. Rountree. I think it is a sound principle. The United States 
sannot place itself in the position of trying to outbid the Soviet Union 
with respect to aid to these various countries. One fact to be borne in 
mind is, of course, the relationship between the countries and the 
Soviet Union and the activities, or the possible activities, of the Soviet 
Union in any given country. But certainly the decision by the United 
States to extend aid to a given country must be on the basis of criteria 
far broader than that element. 


RELATIONSHIP BETWEEN AID COUNTRIES AND RUSSIA 


Mr. Denton. You do show in this book the reason we ought to 
grant aid to Yemen, Sudan, and Afghanistan is because Russia is 
offering aid and we must compete with Russia. 

Mr. Rountree. I say one of the factors we have to bear in mind 
in evaluating any political situation is the relationship of that coun- 
try with the Soviet Union and the extent to which the Soviet Union 
might be rendering assistance to that country. 

In the case of Yemen, for example, we do not intend to engage in 
competition with the Soviet Union to the extent of trying to outbid 
the Sov iets, or the Soviet bloc, with respect, to aid, but I believe the 
situation in Yemen is such that perhaps it would be very much in our 
interest to demonstrate our own willingness to help the Yemenis 
in their economic problems. I do not believe for a minute that the 
fact that the Soviet Union has granted economic aid to a country 
should exclude that country from receiving United States assistance. 


AID TO SAUDI ARABIA 


Mr. Denton. How much did we agree to pay Saudi Arabia for the 
Dahahran air facilities? 
Mr. Rountree. Off the record. 


(Discussion off the record.) 
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Mr. Passman. We have been discussing off the record the air 
facilities in Saudi Arabia. It was my understanding that our lease, 
or our contract, or our agreement, to use that facility was to expire 
on June 30, 1957, calendar year. 

Either in April or May it was brought to our attention that if we 
were to extend this contract the Saudi Arabian Government would 
request a $25 million rental fee. This alarmed our officials and the 
sent out Ambassador Richards to Saudi Arabia to try to reason wit 
the people on the basis that we should not be required to pay rent 
for this air facility. They were said to have spent considerable time 
trying to reach an agreement whereby $25 million could be expended 
in Saudi Arabia on other projects, and the $25 million would not be 
shown as rental on an air facility. It was brought to my attention 
either July 1 or 2 that they had entered into an agreement but that 
the dispatch came in from Saudi Arabia too late for the funds to 
be obligated. They asked that, as they were confiding in me, I 
should recommend this unobligated amount to be carried over, so that 
we could meet our obligations. To that I replied, “I have no alterna- 
tive. If you have entered into an agreement to make this payment 
then I shall recommend that the unobligated funds be carried over 
so that we may meet our commitment.” 

Are you familiar with the facts relative to the statements I have 
just made? 

Mr. Rountree. Yes; I am familiar with the background. The 
statement itself is new to me. I believe, sir, that the statement does 
not accurately reflect the situation with respect to the relationship of 
the commitment to Saudi Arabia and the Dahahran air facility. It 
was never a question of paying ground rent, or rental for use of the 
facilities. : 

Mr. Passman. What if the record indicates the opposite—that a 
certain report or correspondence would indicate that it was a rental 
which they wanted? 

We went to a lot of trouble to find projects where the same amount 
of money could be expended. Howcan we erase the record ? 

Mr. Rountree. I am not aware of the record. 

Mr. Passman. I shall make available to you the information that 
[have in my files and then ask you to comment. 

Mr. Rountree. Very well. The point that I wish to make, Mr. 
Chairman, is that as I indicated in my comments to Mr. Denton, the 
question related to the continuation of the use by the United States 
of the facilities at Dharan. 

The extension of the agreement between the United States and 
Saudi Arabia took place in Washington at the time of the King’s 
visit. At that time we also discussed the needs of the Damar port 
project and certain improvements which were required at the Dharan 
airfield. Now, we agreed with King Saud that we would extend 
assistance totaling $25 million for these purposes. 

I might say also that the agreements we undertook with the King 
during this period included the provision on credit terms of sub- 
stantial military equipment which he needed for his armed forces. 

Mr. Passman. They were tied together with the extension of the air 
facilities? 
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Mr. Rountrer. We discussed these matters simultaneously, but it 
was not in terms of rental of the facilities. It was in terms of dis- 
cussing several aspects of our relationship at the same time. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 

Mr. Passman. I shall discuss further off the record the purpose 
of Ambassador Richards’ visit to Saudi Arabia. 

(Discussion off the record.) 

Mr. Rounrrre. We were unable in our discussions, negotiations, 
with the Saudi Arabian authorities before the end of fiscal year 
1957 to complete agreements on the economic projects. 

Mr. Passman. Am I correct in saying that a dispatch arrived in 
Washington late at night on June 30, too late to be obligated, is that 
correct, Mr. Murphy ? 

Mr. Murrny. That is correct. 

Mr. Passman. That is how I came in on the deal. I was asked to do 
so and recommended that the balance be carried over. Otherwise, | 
would never have known anything about it. The situation was ex- 
plained to me in terms about as I have stated this morning. 

I shall go back to my original remarks on it and make available 
to you the information which was provided. 

Mr. Rountrer. We were not able to obligate the funds before the 
end of the year. As you indicated, there were problems on the obliga- 
tion, and reports came to us at the very close of the fiscal year. 

Mr. Passman. On the night of June 30? 

Mr. Rountree. That is right. Then we sought a carryover of the 
funds so that they would be available in fiscal year 1958. That is 
correct. 

Mr. Denton. While we are talking about that, a great deal of 
talk has been heard in this country about the King buying 60 Cadil- 
lac automobiles and about spending money for palaces and a great 
many other things. 

Did we give him that money ? 

Mr. Rountree. No, sir. The King has met his personal require- 
ments by purchases in this country and elsewhere from his own 
funds. 

Mr. Denton. On the money received from the oil? 

Mr. Rountrer. Presum: rbly including money received from oil, yes. 

Mr. Denton. I do not know anything that you can do about it 
either, but is there not some way that some of that money which 
goes into that country could be used for the benefit of those poor sub- 
jects ? 

Mr. Rountree. I think that a large part of it is being so used. 

Mr. Denton. I thought a very small percentage of it was spent 
for welfare, education, and so forth and that most all of it was going 
for the King and his family. 

Mr. Rountree. I do not think that is true. 

Mr. Denton. At least I got that impression from the Secretary of 
State when he was here. 

Mr. Rountree. There 1 is no question that the royal family benefits 
handsomely from the oil income of Saudi Arabia. However, under 
the present budget, for example, $70 million out of a total of annual 
revenues of $375 million is being spent on communications, education, 
public works and other projects related to development. 
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Mr. Denton. That is awfully small out of $350 million, is it not? 

Mr. Rountree. Other portions of this are spent for the ordinary 
operations of the Government. As you understand, Saudi Arabia has 
very few resources other than oil. 


DEFENSE FORCES IN SAUDI ARABIA 


Mr. Denton. It maintains an army ? 

Mr. Rounrrer. It has to maintain its defense forces. 

Mr. Denton. We are doing that ? 

Mr. Rountres. No, sir. 

Mr. Denton. Are you sure? 

Mr. Forp. Can you tell us about how much of that $350 million was 
spent for their own defense organization ? 

Mr. Rountree. No, sir, not at the moment. 

Mr. Denton, I would like to point out that the provision of hard- 
ware for an army is only a part of the cost of the army. We do not 
pay for it. 

Mr. Denton. Defense support is in there. 

Mr. Rounrrer. Maintenance of the armed forces. 

Mr. Denron. You did not put that sheet in there on that, did you? 
You generally show what percent of the income goes for military 
affairs and you do not show that, do you? 

Mr. Rounrrer. We do not have any grant military programs in 
Saudi Arabia except training and related equipment. 

Mr. Forp. According to the justification sheets on page 139, Mr. 
Denton, it says— 


about one-third of the national budget for the armed forces. 


If that were $300 million, it would be $100 million. 

Mr. Beit. We have some figures on this in another book. 

Mr. Suvrr. I would like to make a comment off the record. 

( Discussion off the record.) 

Mr. Denton. There is a much smaller percentage than ours, but 
we go around and around on this and that army 1s entirely for in- 
ternal security, not for the defense of the free world. M: aybe if they 
spent a little more money on their subjects, and increased their stand- 
ard of living, they would not have the danger of revolt and not have 
to have such a big army. 

Mr. Rounrrer. Sir, I am sure you appreciate, in the world situ- 
ation, as it is today particularly, it is just unlikely that any govern- 
ment is going to decide that it is not going to maintain an army or 
armed forces. I think it is unlikely that Saudi Arabia, any more than 
any other government, would dec ide that it is not going to maintain 
armed forces. We may have views as to what size army Saudi 
Arabia or any other country should maintain, but they could be no 
more than views. Decisions regarding its army is an important ele- 
ment of Saudi Arabian sovereignty. 

[ might say that, in terms of armies in the Middle East today, the 
size of the Saudi Arabian army is not large. 

Mr. Denton. Let me ask one last question of both Mr. Bell and 
Mr. Rountree. 
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IMPROVEMENT OF PROGRAMS IN NEAR EAST 


Are you satisfied with the way this program is going in the Near 
East, and do you have any recommendations or suggestions for 
improving it that would help us? 

Mr. Rountree. I am certainly not so sanguine as to say that I am 
satisfied. I would say there always can be improvement and should 
be improvement. We are constantly looking for ways to improve our 

rogram, as we are looking for ways to improve, generally, United 

States relations with the countries of the Near East and South Asia. 
As we see needed improvements, I earnestly hope that we can always 
make them, and that we can accommodate ourselves to new situations. 
I have no doubt that there are many things that we have done that we 
should not have done and many things that we should have done that 
we failed to do. Certainly, improvements could be made in almost 
every one of these programs. 

I have no particular suggestions now as to improvements that can 
be made, but I assure you that we are looking for ways to do better 
that we seek to achieve in the Near East and south Asia. 

Mr. Denton. Do you have anything to add to that, Mr. Bell? 

Mr. Bett. I think that says it fairly well. I think we need, prob- 
ably, more wisdom. 

Mr. Denton. That is all. 

Mr. Passman. Mr. Denton, we are grateful for your searching 
questions and for the information which was developed. 


KING SAUD’S PRIVATE INCOME 


Do you have any record of King Saud’s annual personal income ? 

Mr. Rountree. Not his personal income; no, sir. His country 
income is around $350 million a year. 

Mr. Passman. Yes: I know that. I have heard the rumor that he 
had a personal income of a million dollars a day, which, of course, 
sounded rather fantastic. But, if he has substantial oil holdings, I 
suppose he would receive a very substantial income, would he not ? 

Mr. Rountree. It is not a question of personal oil holdings. I 
think the total Sandi Arabian income from oil is about $350 million. 

Mr. Passman. I should think the man, himself, has some property. 
Does he just control all of the income of the nation ? 

Mr. Rountree. Yes, sir. The Government, under his leadership. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mr. Passman. I think we should now proceed around the table and 
determine if there are any additional questions any of the members 
wish toask. Weshall begin with Mr. Alexander. 

Mr. Atexanper. Thank you, Mr. Chairman. 


DEVELOPMENT LOAN FUND COMMITMEN 


Mr. Secretary, with reference to the Development Loan Fund, how 
much have you requested for this area for that purpose? 

Mr. Rountree. Sir, we have not allocated the development loan 
funds by areas. We have songht, for the world as a whole, $625 
million, ‘without attempting to ‘break it down by countries or areas. 





895 


Mr. ALExaNpDER. Have you completed any development loan funds 
in this area ? 


Mr. Rounrrer. Yes, sir; we have. 

Mr. AtexanDer. What country ? 

Mr. Beit. Not completed, if I may use the term loosely, but a 
stage has been reached by the Development Loan Fund of commit- 
ment with respect to loans for India, Pakistan, Turkey, Ceylon, 
Israel in this area, to date. 

Mr. PassMan. Would the gentleman yield ? 

Mr. ALEXANDER. Yes. 

Mr. Passman. Would you define what you mean by “loosely?” 

Mr. Betti. Iam sorry that I used that word. 

Mr. Passman. You did use it, so you must have been thinking in 
those terms; so please define it for us. 

Mr. Bet. Yes. 

Mr. PassMAN. You said only India, where we had a firm obligation ? 

Mr. Betu. The reason I used the word “loosely” in the first place is 
that I understood the testimony on this was given by the people—- 

Mr. Passman. You will please explain w hat you mean by “loosely.” 
We shall have to explain it to those Members who read the record of 
the hearings. 


LETTERS OF ADVICE ISSUED 


Mr. Betx. Letters of advice have been issued by the Development 
Loan Fund as of May 19, 1958, in the total amount of $114,386,000, 
of which $108,000 was for countr ies inthisarea. Of these, there are for 
India 4 separate letters of advice amounting to $75 million. 

Of these Israel has a letter of advice in the amount of $15 million. 
For Ceylon, there are 2 letters of advice for a total amount of $2,- 
500,000. For Pakistan, there is a letter of advice in the amount of 
$5,500,000; and for Turkey a letter of advice in the amount of $10 
million. None of these is yet signed as a loan agreement. 

This is why I said “loosely” because they have a particular word- 
age that they use. 

Mr. Passman. I am not certain that I comprehend. 

What do you mean by “loosely”? Now you say “letters of advice.” 

What are you advising them ? 

Mr. Bei. As I understand it, Mr. Chairman, a letter of advice is 
issued by the Development Loan Fund indicating its readiness to 
enter into negotiations for the completion of a loan agreement. 

Mr. Passman. That is not a direct commitment on the part of our 
Government ? 

Mr. Betx. That is correct. 

Mr. Passman. It is as if a board of directors of a bank were con- 
sidering an application for a loan? 

Mr. Bern. It is not an obligation. 

Mr. Passman. At some future date you will decide whether or not 
they are eligible, and the application could be rejected or consum- 
mated ? 

Mr. Bett. I believe that the letter of advice indicates a determina- 
tion of eligibility and willingness to negotiate. 

Mr. PassMan. Thank you. Mr. Alexander. 

Mr. Avexanver. Then you have not actually made any agreements? 


25164—-58 57 
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Mr. Betxi. No loan agreements have been signed in this area. 


Mr. Atexanper. Mr. Murphy, are there any agreements that have 
been signed ? 


Mr. Murpny. Yes, one has been signed. 

Mr. Avexanver. I asked previously that a full agreement be pro- 
vided for the record, an actual contract of the Government under the 
Development Loan Fund, and the form used for making the loan. As 
yet that has not been provided. 

Will you see that that is provided for the record ? 

Mr. Mourpny. I certainly will, Mr. Alexander. I thought it was 
returned with the transcript. I would like an opportunity to check 
that. Iam surprised to hear that. 

(A sample loan agreement is as follows :) 


LOAN AGREEMENT 
(Honduras Highway Development) 


Between the Government of the Republic of Honduras and the Manager of the 
Development Loan Fund, May 16, 1958 


Agreement, dated the 16th day of May 1958, between the Government of the 
Republic of Honduras (hereinafter called “the Borrower’) and the Manager of 
the Development Loan Fund (hereinafter called “the Manager’) of the Interna- 
tional Cooperation Administration (said Administration being an agency of the 
United States of America and being hereinafter called “the ICA’’). 

Witnesseth : 

Whereas the Borrower has undertaken a road construction project, and has 
arranged for a loan from the International Bank for Reconstruction and Devel- 
opment (hereinafter called “the IBRD”) to assist in financing the foreign ex- 
change costs of said project ; and 

Whereas the Borrower has applied to the Manager for a loan from the Devel- 
opment Loan Fund (hereinafter called “the DLF”’) to assist in financing the 
lempira costs of such project ; and 

Whereas the establishment of such a loan will assist, on the basis of self-help 
and mutual cooperation, the development of the economic resources and produc- 
tive capabilities of Honduras: and 

Whereas the Director of the ICA, acting upon the recommendation of the 
Loan Committee of the DLF and pursuant to authority provided in title II of 
the Mutual Security Act of 1954, as amended, vested in him by and under 
Executive Order 10575, as amended, Executive Order 10610, as amended, and 
State Department Delegation of Authority No. 85, as amended, has determined 
that a loan should be made from the DLF to the Borrower in an amount not to 
exceed five million United States dollars ($5,000,000) to be used for financing 
the lempira costs of equipment, materials, supplies, and services for the project ; 
and 

Whereas the Director of the ICA has authorized the Manager to establish such 
a loan from the DLF and to enter into a Loan Agreement therefor : Now, there- 
fore, the Borrower and the Manager hereby agree as follows: 


ARTICLE I 
THE LOAN 


Section 1.01. The Manager agrees to lend from the DLF to the Borrower on 
the terms and conditions in this Loan Agreement, for the purposes specified in 
article II hereof, Honduran lempira in the amount obtained by the Manager 
through purchases, with not to exceed five million United States dollars ($5,000,- 
000), of Honduran lempira in accordance with section 4.02 of this Loan 
Agreement. 

Sec. 1.02. The Borrower shall pay interest at the rate of three and one-half 
(3%) percent per annum on principal balances of the loan outstanding, payable 
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semiannually, the first of which payments shall be due on November 15, 1958. 
Interest shall accrue from the respective dates on which disbursements are made 
to the Borrower and shall be computed on actual number of days, using a 365- 
day factor. 

Sec. 1.03. The loan shall be repaid in forty (40) successive semiannual 
installments, the first of which shall be due on May 15, 1959. Repayment of 
principal shall be made in accordance with the amortization schedule set forth 
in schedule 1 attached to this Loan Agreement. 

Sec. 1.04. Payments of interest and principal required under this Loan Agree- 
ment and the promissory note or notes issued pursuant hereto shall be made by 
the Borrower in lawful currency of Honduras in an amount calculated at the 
time of each payment, in accordance with the provisions of section 1.05 hereof, 
to be equivalent to the United States dollar obligation of the Borrower against 
which such payment is made. If the Manager determines that the amount of a 
payment by the Borrower does not conform with the requirements of this Loan 
Agreement and the promissory note or notes issued pursuant hereto, he shall 
apply the payment first to interest due and then to the principal installment 
against which the payment has been made, and shall inform the Borrower within 
sixty (60) days after receipt of the payment of the discrepancy and the re- 
mainder due; failure on the part of the Borrower to pay such remainder due 
within sixty (60) days after receipt of such notice shall constitute a default 
within the provisions of article VI. 

Sec. 1.05. For purposes of this Loan Agreement (other than sec. 4.02 hereof) 
and the promissory note or notes issued pursuant hereto, the applicable rate of 
exchange between currency of Honduras and United States dollars on any par- 
ticular date shall be the effective rate at which United States dollars are sold 
in exchange for currency of Honduras to residents of Honduras, exclusive of 
Government entities, for effecting: (1) the payment of interest and repayment 
of principal on loans; (2) the transfer of dividends and other forms of earnings 
on capital investments in Honduras; and (3) the transfer of investment capital: 
Provided, That there is only one such rate in Honduras for such transactions. 
If there is more than one such rate, the applicable rate of exchange shall be 
the highest (i. e., the largest number of units of currency of Honduras per United 
States dollar) effective rate applicable to any of such transactions. 

Sec. 1.06. (a) With respect to notes hereunder held by the Manager, or by 
any successor recognized by the Borrower in acordance with section 8.02, the 
Borrower shall have the right to prepay without penalty, on the due date of any 
installment of principal, all or any part of the principal of this loan by payment 
of the principal amount so prepaid with interest thereon to the date of payment. 
Any such prepayment shall be applied to the remaining installments of principal 
in the inverse order of their maturity. 

(b) The United States dollar value of any prepayment of principal made under 
this Loan Agreement shall be maintained by the parties hereto for a period of one 
year following receipt of the prepayment by the Manager. For this purpose, 
the amount of currency of Honduras paid as any prepayment of principal shall 
be adjusted as of the due date for the installment of principal falling due one 
year after the payment. Each such adjustment shall be effected on the basis 
of the rate of exchange, determined in accordance with section 1.05, which is 
applicable on the date as of which the adjustment is effected. The Manager 
and the Borrower, respectively, shall each make prompt payment to the other, 
upon the request of the other, of any amount of currency of Honduras required 
to effect adjustments in accordance with the foregoing provisions of this section : 
Provided, That in the event the Borrower does not, within sixty (60) days after 
any due date of a principal installment, request payment from the Manager of 
any amount to which the Borrower is entitled on the basis of adjustments of 
prepayments as of such due date, the Manager shall credit such amount to 
prepayment of installments of principal in the inverse order of their maturity: 
And provided further, That in the event the Manager does not, within sixty (60) 
days after any due date of a principal installment, request payment from the 
Borrower of any amount to which the Manager is entitled on the basis of adjust- 
ments of prepayments as of such due date, the dollar amounts credited to pay- 
ment of principal by virtue of such prepayments shall be reduced accordingly 
by the Manager. 
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ARTICLE II 


PURPOSE AND USE OF THE LOAN 


Sec. 2.01. The purpose of the loan is to assist the Borrower in meeting lempira 
costs of carrying out a project (hereinafter called “the Project”) comprised of 
the following: 

(a) Construction of a paved, two-lane, all-weather road approximately 
72 kilometers in length between (i) the junction of the north road and the 
road to La Lima near Bufalo; and (ii) the docks of Puerto Cortes, bypassing 
the center of San Pedro Sula and passing through Chamelecon. 

(b) Construction of bridges and culverts (including culverts on those 
existing portions of the highway which will remain in use) on the Western 
Highway, together with construction of approximately 50 kilometers of 
related unpaved approaches and unpaved access roads, in order to make the 
Western Highway between Chamelecon and Santa Rosa de Copan an all- 
weather road. 

(ec) Completion of the base and pavement of the Southern Highway be- 
tween Tegucigalpa and the intersection of the Southern Highway with the 
Inter-American Highway at Jicaro Galan. 

(d) Preparation of plans and specifications for construction of the section 
of the Western Highway between Santa Rosa de Copan and the Northern 
Highway of El Salvador. 

Src. 2.02. (a) The Manager will make disbursements under this Loan Agree- 
ment only to reimburse the Borrower for expenditures made for the lempira 
costs of equipment, materials, supplies, and services procured for the purposes 
set forth in section 2.01 above. 

(b) Disbursements by the Manager under this Loan Agreement for purposes 
of the individual parts of the Project described, respectively, in subsections (a) 
through (d) of section 2.01 above will not exceed the following amounts unless 
the Manager has given written approval, in advance of the time such expendi- 
tures are made, to the expenditures by the Borrower for which reimbursement 
is requested by the Borrower in excess of these ceiling amounts: 


eee: (a) 2s Shiba Ghali idlamdie mains tet eins L4, 300, 000 
NO iO ict i es oi fi ino tipetne <ta htt lati Sica elaine hacadk 4, 750, 000 
RO a cst any wero siimandinn ns panini nasal nbc citabhahie tc thlaensha 650, 000 


RD gig satrap eet ped ihath mentee ailehe ith sidenote 300, 000 


(c) The design standards for the construction described in subsections (a), 
(b), and (c) of section 2.01 above shall be those specified in or pursuant to the 
agreement between the Borrower and the IBRD for the loan from the IBRD to 
the Borrower to assist in financing the foreign exchange costs of such construc- 
tion. 

(d) No change shall be made from the project description set forth in section 
2.01 above except with the prior written approval of the Manager. 

(e) No expenditures by the Borrower pursuant to any contract to be financed 
in whole or in part under this Loan Agreement shall be eligible for reimburse- 
ment under this Loan Agreement unless: (i) in the case of contracts entered 
into pursuant to invitations, the Manager, prior to the issuance of the invitation 
for bids under which such contract was let, shall have given his written approval 
of the allocation in the invitation of the cost of the contract between foreign 
exchange and lempira costs and unless the contract shall provide for the alloca- 
tion so approved by the Manager; or (ii) in the case of contracts entered into 
without invitations, the Manager shall have given his written approval of the 
allocation of the cost of the contract between foreign exchange and lempira 
costs. No such allocation in any such invitation or in any such contract shall 
be changed without the prior written consent of the Manger. 


ARTICLE III 


PROMISSORY NOTES 


Sec. 8.01. Prior to the first disbursement in accordance with article IV hereof, 
the Borrower shall issue and deliver to the Manager the promissory note of the 
Borrower in the principal sum of five million United States dollars ($5,000,000). 
The note shall be printed or lithographed in the English language, shall be dated 
as of its date of issue and shall be payable to the order of the Manager at such 
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place as he may designate. The terms of the note shall be those established 
in article I hereof, and the text shall be substantially that set out in schedule 2 
attached hereto. Although by its terms the note shall bear interest from its 
date, appropriate adjustments shall be made by the Manager so that interest 
shall only accrue and be payable from the dates of respective disbursements 
against the note. 

Sec. 3.02. Upon request of the Borrower made at any time prior to the ex- 
piration of sixty (60) days following the date specified in section 7.01, the 
Manager shall, in exchange for a new note issued by the Borrower, surrender 
the note issued pursuant to section 3.01. The new note shall be in an amount 
in United States dollars equal to the amount of United States dollars expended 
by the Manager to purchase, in accordance with section 4.02 hereof, the aggre- 
gate amount of Honduran lempiras disbursed by the Manager pursuant to this 
Loan Agreement as of the date of the new note. The new note shall bear the 
same date of issue and the same maturity dates as the note issued under section 
3.01 and shall comply in all respects with the description and requirements given 
in this Loan Agreement except that the first six (6) installments of principal 
shall be in the amount of twenty five thousand dollars ($25,000) each, and the 
remainder of principal shall be payable in such amounts as will provide for 
thirty-four (34) approximately equal aggregate payments of principal and in- 
terest. 

Sec. 3.03. If, upon final disbursement by the Manager under this Loan Agree- 
ment and after the expiration of sixty (60) days following the date specified 
in section 7.01, the aggregate amount of disbursements does not equal the prin- 
cipal amount of the outstanding note issued under section 3.01 or section 3.02, 
the Manager shall credit against outstanding installments of principal, in the 
inverse order of their maturity, the amount of the difference between such 
gate disbursements and such principal amount. 

Sec. 3.04. At any time after the date specified in section 7.01, the Borrower 
upon request of the Manager shall issue and deliver to the Manager a note or 
notes in definitive form in exchange for the note provided for in section 3.01 
or section 3.02. Such note or notes shall be in the same total amount as the 
note provided for in section 3.01 or section 3.02 being replaced and shall be 
identical in form and substance to the note provided for in section 3.01 except 
that they shall be payable as to both principal and interest to the order of the 
Manager or to bearer, as specified by the Manager, shall be fully engraved, and 
shall be in such denominations as the Manager may specify: Provided, however, 
That if the Manager shall so specify, definitive notes shall be so issued by the 
Borrower that each installment of principal on the note surrendered shall be 
evidenced by a separate definitive note of corresponding amount and maturity. 
The form and text of the definitive note or notes shall be substantially that 
shown in schedule 2 attached hereto, except for such modifications as the Man- 
ager may specify to give effect to any of the provisions in this section. 

Sec. 3.05. Throughout the remainder of this Loan Agreement the term “Notes” 
shall refer to any note or notes issued pursuant to this Loan Agreement, 
whether under section 3.01, 3.02 or 3.04. 

Sec. 3.06. All notes issued pursuant to this Loan Agreement shall be freely 
negotiable by the holder thereof. 


iggre- 


ARTICLE IV 
DISBURSEMENTS 


Sec. 4.01. Disbursements by the Manager to the Borrower, or to any designee 
of the Borrower under this Loan Agreement shall be made in lempiras and 
shall be made monthly, or at such other intervals as may be agreed to by the 
Manager, to reimburse the Borrower for expenditures made to finance costs 
specified in section 2.02 of this Loan Agreement. Such disbursements shall be 
made upon request of the Borrower supported by such documentation as the 
Manager shall, from time to time, reasonably require. 

Sec. 4.02. All lempiras required for disbursement by the Manager under this 
Loan Agreement will be obtained by the Manager through purchases for 
United States dollars from the Banco Central de Honduras. At the time of 
each disbursement by the Manager under this Loan Agreement, the Manager 
will charge the loan with the amount of United States dollars paid by the 
Manager for the lempiras disbursed, and will notify the Borrower accordingly. 

Sec. 4.038. Prior to and as a condition precedent to any disbursement by the 
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Manager under this Loan Agreement, there shall be delivered to the Manager, 
in form and substance satisfactory to him, (i) evidence that the Borrower has 
obtained a loan from the IBRD of an amount in various currencies equivalent 
to five million five hundred thousand United States dollars ($5,500,000) to meet 
foreign exchange costs of the Project, and (ii) evidence that the execution and 
delivery of this Loan Agreement on behalf of the Borrower have been duly 
authorized or ratified by all necessary governmental action. As part of the 
evidence to be furnished pursuant to this section, the Borrower shall furnish 
to the Manager an opinion or opinions of the Procurador General of Honduras, 
or other legal counsel satisfactory to the Manager, demonstrating to the satis- 
faction of the Manager: 

(a) That this loan agreement has been duly authorized or ratified by, and 
executed and delivered on behalf of, the borrower and constitutes a valid 
and binding obligation of the borrower in accordance with terms; and 

(b) That the notes when executed and delivered in accordance with this 
loan agreement will constitute valid and binding obligations of the borrower 
in accordance with their terms and that, except as stated in such opinion, 
no further signatures or formalities are required for that purpose. 


ARTICLE V 


COVENANTS AND WARRANTIES 


Sec. 5.01. (a) The borrower shall cause the project described in section 2.01 
to be carried out, and shall cause all equipment, materials, supplies, and services 
financed under this loan agreement to be utilized, with due diligence and efficiency 
and in conformity with sound technical and engineering practices. The bor- 
rower agrees to exert its best efforts to complete the project described in section 
2.01 and to provide the resources required, in addition to this loan, for that 
purpose. 

(b) The borrower will prepare and submit to the manager within 60 
days after the date of this loan agreement a work program showing the time 
schedules and the estimated costs for the execution of the work to be financed 
under this agreement. Thereafter, monthly progress reports shall be submitted 
by the borrower accompanied by the reports and other data submitted by the 
engineering consultants and the contractors engaged by the borrower for the 
performance of such work indicating their progress to date and their ability to 
complete the project in the period of time indicated and within the estimated 
costs. 

(ec) The form and content of the reports described in subsection (b) above 
shall be appropriate to accurately reflect the use of goods and services financed 
under this loan agreement, and shall conform to any reasonable requirements that 
the manager may prescribe. Any material change in the work program sub- 
mitted in accordance with subsection (b) above shall be the subject of consul- 
tation by the borrower and the manager. 

Sec. 5.02. The Borrower shall maintain or cause to be maintained books and 
records adequate to identify the goods and services financed under this Loan 
Agreement, to disclose the use thereof in the Project, and to record the progress 
of the Project (including the cost thereof). The books and records shall be 
maintained for the duration of the Project and until the expiration of three 
years after final disbursement has been made to the Borrower by the Manager. 
The Manager shall have the right at all reasonable times to examine such 
books and records and all other attachments, correspondence, memoranda and 
other records involving transactions relating to this agreement. The Borrower 
shall enable the Manager to observe and review the Project and the utilization 
of goods and services financed under this Loan Agreement, and shall furnish 
to the Manager all such information as he shall reasonably request concerning 
the above-mentioned matters. The Borrower shall afford, or arrange to have 
afforded, all reasonable opportunity for authorized representatives of the Man- 
ager to visit any part of the territory of Honduras for Purposes related to the 
loan. 

Sec. 5.03. The Borrower shall promptly inform the Manager of any conditions 
which interfere with, or threaten to interfere with, the accomplishment of the 
purposes of, or the servicing of, the loan. 

Sec. 5.04. The Loan Agreement and the notes shall be free from, and the 
principal of and interest on the loan and the notes issued pursuant thereto shall 
be paid without deduction for and free from, any taxation, including duties, 
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fees, and impositions, imposed under the laws of Honduras or laws in effect 
in its territory. 

Sec. 5.05. The Borrower agrees that currency of Honduras paid to the Man- 
ager as payment of interest or repayment of principal hereunder may be used 
by the Manager or by any agency of the Government of the United States for 
any expenditures of or payments by the Manager or any such agency, including 
any expenditures or payments by the Manager for purposes of loans or other 
transactions authorized by title II of the Mutual Security Act of 1954 as it is 
or may hereafter from time to time be amended. Such currency shall not, 
however, be used to finance exports from Honduras, nor shall it be sold for 
other currencies to entities other than agencies of the Government of the 
United States, unless agreed to in advance by the Borrower. The Manager 
agrees to take into account the economic position of the Borrower in any 
contemplated use of the currency of Honduras received by the Manager 
hereunder. 

Sec. 5.06. This loan will not be available to reimburse the Borrower for expen- 
ditures made pursuant to orders placed or obligations incurred by the Borrower 
prior to the date of this Loan Agreement. 

Sec. 5.07. Except as otherwise agreed by the Manager, reimbursement will be 
made by the Manager under this Loan Agreement only for expenditures made by 
the Borrower under contracts which are approved by the IBRD in accordance 
with its agreement with the Borrower for the loan from the IBRD to assist 
in financing the foreign exchange costs of the Project. 

Sec. 5.08. The Borrower shall make appropriate arrangements to assure that 
signs in Spanish and English are erected and maintained to indicate the co- 
operation of the Development Loan Fund of the United States Government in the 
financing of the project. 

Sec. 5.09. The Borrower hereby warrants that no commission, fee or payment 
of any kind has been or will be made to any person, firm or corporation in 
connection with the application which has resulted in this loan by the Manager, 
or in connection with any negotiations incident thereto, except reasonable 
compensation for bona fide professional or technical or other comparable services 
incident to presenting the merits of the application or to the establishment of 
this loan or operations hereunder; and the Borrower covenants that, upon 
request of the Manager, the amount of payments made to any such person, 
firm or corporation will be disclosed to the Manager. 


ARTICLE VI 


REMEDIES OF THE MANAGER 


Seo. 6.01. Upon the oecurrence of any of the following events, the Manager, 
at his option, may decline to make any further disbursements under this Loan 
Agreement : 

(a) A default in payment of principal or interest or any other payment 
required under this Loan Agreement or the notes: Provided, That the Man- 
ager may, on the basis of any such default, exercise any of his options under 
this section or section 6.02 only while such default continues. 

(b) A default in the performance of any other covenant or agreement 
on the part of the Borrower under this Loan Agreement: Provided, That 
the Manager shall not exercise any of his options under this section or 
section 6.02 on the basis of such a default unless the Borrower fails to cure 
the default within sixty (60) days after the Manager gives notice thereof 
to the Borrower. 

(c) Discovery that a representation or warranty made by the Borrower 

in or pursuant to this Loan Agreement is incorrect in a material respect. 

(d) An extraordinary situation which the Manager determines makes it 
improbable that the Borrower will be able to perform its obligations under 
the Loan Agreement or that the loan will fulfill the purpose for which it is 
made. 

Sec. 6.02. Upon the occurrence of any of the events specified in subsections 
(a), (b) and (c) of section 6.01, and in accordance with the terms of such sub- 
sections, the Manager, at his option, may declare all or any part of the unpaid 
principal of the loan and the notes to be due and payable immediately and may 
declare that all or any part of such unpaid principal declared to be due and pay- 
able immediately shall be payable in United States dollars, and upon such decla 
ration such principal shall become so due and payable immediately. 
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Sec. 6.03. The failure of the Manager to exercise any of his rights, powers or 
remedies under this Loan Agreement arising as a result of the occurrence of any 
of the events specified in section 6.01 hereof shail not be construed as an acquie- 
scence by the Manager in such event or as a waiver by the Manager of his 
rights, powers or remedies arising as a result of the occurrence of that event 
or any future such event. 

Sec. 6.04. If the Manager determines that any expenditure against which dis- 
bursement is made under this Loan Agreement was not made in accordance 
with this Loan Agreement, or that any disbursement by the Manager under 
this Loan Agreement is in violation of the Mutual Security Act of 1954, as 
amended, any Act supplementary thereto or appropriating funds for purposes 
thereof, or any rule or regulation promulgated pursuant to any such Act, the 
Borrower shall pay to the Manager, as may be requested by the Manager, an 
amount in United States dollars not to exceed the amount of such disburse- 
ment by the Manager, such payment to be credited to the payment of install- 
ments due under the notes in the inverse order of their maturity; at the option 
of the Borrower, any part of such amount may, in lieu of payment to the 
Manager, be charged against undisbursed balances of the loan to the extent 
that such balances are available and any amount so charged shall be credited 
to payment of installments due under the notes in the inverse order of their 
maturity. Any request for payment pursuant to the preceding sentence may 
be made by the Manager within five (5) years from the date of the disburse- 
ment upon which such request is based. 


ARTICLE VII 


AVAILABILITY OF LOAN AND TERMINATION 


Sec. 7.01. Unless the Manager shall otherwise agree in writing, no disburse- 
ment will be made by the Manager under this Loan Agreement after May 15, 1961. 

Sec. 7.02. If all of the acts required to be performed under section 4.03 of 
this Loan Agreement have not been performed by September 15, 1958, or such 
other date as shall be agreed upon by the Borrower and the Manager, the Man- 
ager may at any time thereafter at his option terminate this Loan Agreement 
by giving notice to the Borrower. Upon the giving of such notice, this Loan 
Agreement and all obligations of the parties hereunder shall forthwith terminate. 


ARTICLE VIII 


MISCELLANEOUS 


Sec. 8.01. All actions to be performed under this Loan Agreement by the 
Manager shall be performed by him or by his duly authorized representatives. 
All actions to be performed under this Loan Agreement by the Borrower shall be 
performed by its duly authorized representatives. 

Sec. 8.02. If, by operation of any law of the United States or by virtue of 
assignment, any corporate or other agency of the Government of the United 
States succeeds to the rights and obligations of the Manager under this Loan 
Agreement, the Borrower agrees to recognize such succession. 

Sec. 8.03. References in this Loan Agreement to goods and services financed 
under this Loan Agreement shall mean goods and services paid for by expendi- 
tures for which the Borrower is reimbursed by the Manager in accordance with 
section 4.01 of this Loan Agreement. 

Sec. 8.04. All notices and other communications pursuant to the terms of this 
Loan Agreement by the parties hereto shall be given in writing and shall be 
addressed as follows: 

To the Borrower: 

Secretario de Economia y Hacienda 
Palacio de Hacienda 
Tegucigalpa, D. C. 
Honduras 
To the Manager: 
The Manager 
Development Loan Fund 
Washington 25, D. C. 
United States of America 


| 
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In witness whereof the Borrower, acting through its duly authorized repre- 
sentative, and the Manager have cause this Loan Agreement to be signed in their 
respective names and delivered in the District of Columbia, United States of 
America, as of the day and year first above writtten. 


THE GOVERNMENT OF THE REPUBLIC OF HONDURAS, 


Authorized Representative 


THE MANAGER OF THE DEVELOPMENT LOAN FUND, 
DEMPSTER MCINTOSH. 


SCHEDULE 1 


Amortization schedule 


Date payment due: Payment of principal | Date payment due: Payment of principal 


May 15, 1959____-___ $25, 000. 00 May 15, 1969________ $134, 633. 89 
Nov. 15, 1959________ 25, 000. 00 Nov. 15, 1969________ 136, 989. 99 
May 15, 1960________ 25, 000, 00 May 15, 1970________ 139, 387. 31 
Nov. 15, 1960___-___- 25, 000. 00 Nov. 15, 1970________ 141, 826. 59 
May 15, 1961________ 25, 000. 00 May 15, 1971________ 144, 308. 55 
Nov. 15, 1961__--____ 25, 000. 00 Nov. 15, 1971___-_-_- 146, 833. 95 
May 15, 1962________ 105, 602. 10 May 15, 1972________ 149, 408. 55 
Nov. 15, 1962________ 107, 450. 14 Nov. 15, 1972_._.____ 152, 018. 11 
May 15, 1963___--___ 109, 330. 51 May 15, 1973________ 154, 678. 43 
Nov. 15, 1963_______- 111, 243. 80 Nov. 15, 1978__.____- 157, 385. 30 
May 15, 1964________ 113, 190. 56 May 15, 1974___-____ 160, 139. 54 
Nov. 15, 1964_______- 115, 171. 40 Nov. 15, 1974..-..__. 162, 941. 98 
May 15, 1965________ 117, 186. 90 May 15, 1975__-.___- 165, 793. 47 
Nov. 15, 1965________ 119, 237. 67 Nov. 15, 1975________ 168, 694. 85 
May 15, 1966_______- 121, 324. 33 May 15, 1976________ 171, 647. 01 
Nov. 15, 1966________ 123, 447. 50 Nov. 15, 1976________ 174, 650. 84 
May 15, 1967______._ 125, 607. 84 May 15, 1977_-_-___- 177, 707. 23 
Nov. 15, 1967___-____ 127, 805. 97 Nov. 15, 1977-----__- 180, 817. 10 
May 15, 1968____.___ 130, 042. 58 May 15, 1978____-___ 183, 981. 40 
Nov. 15, 1968________ 132, 318. 32 Nov. 15, 1978.._____- 187, 201. 29 


SCHEDULE 2 
PROMISSORY NOTE 


WASHINGTON, D. C., 


For VALUE REcEIvVED, the Government of the Republic of Honduras (herein- 
after called the “the Obligor”’) hereby promises to pay to the Manager of the 
Development Loan Fund (hereinafter called “the Manager’’), or order, the prin- 
Crear ete Ons cat egheniatssandl aereecnmn eas Laaeam ee United States dollars 
(Sst St ), pays ‘able in sue hc coin or currency as at the time of payment 
is legal tender in Honduras for public and private debts (hereinafter called 
“eurrency of Honduras”), such principal amount to be paid at the office of 


in installments as hereinafter provided, and to pay interest thereon from the 
date hereof at said office in currency of Honduras at the rate of three and one- 
half (3144) percent per annum, payable semiannually on the 15th day of May 
and the 15th day of November of each year on the unpaid principal balance of 
this note from time to time outstanding. 

This note is issued pursuant to, and its legal effect is established by, the terms 
of the Loan Agreement dated May 16, 1958, between the Obligor and the Man- 
ager (hereinafter called “the Loan Agreement”) ; and the Obligor, the Manager, 
and any other holder hereof, are, respectively, entitled to rights and subject to 
duties as specified in the Loan Agreement. 
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The principal of this promissory note shall be paid in semiannual installments 
beginning on May 15, 1959, in the amounts and at the times set forth below: 
(Insert schedule of repayments prepared in accordance with the 
amortization schedule of schedule 1 or with section 3.02 of the Loan 
Agreement.) 

The amount of currency of Honduras which shall be required to satisfy any 
installment of principal due or any interest payment due on this note shall be 
computed in accordance with sections 1.04 and 1.05 of the Loan Agreement. 

Upon the default in the payment of any installment of principal due or any 
interest due on this note, any holder hereof may declare all or any part of the 
unpaid principal of the note to be due and payable immediately, and upon such 
declaration such principal shall become so due and payable immediately. In 
addition, upon the occurrence of certain events specified in section 6.01 of the 
Loan Agreement, the Manager, at his option, may declare the principal of all 
or any part of this note or any other notes issued under the Loan Agreement 
and then outstanding (if not already due) to be due and payable immediately 
and may declare that all or any part of such unpaid principal declared to be due 
and payable immediately or any other amount of principal which is due and 
payable under the Loan Agreement shall be payable in United States dollars, and 
upon any such declaration such principal shall be so due and payable im- 
inediately. 

The nonexercise by the holder hereof of any of its rights hereunder in any 
particular instance shall not constitute a waiver thereof in that or any sub- 
sequent instance. 


THE GOVERN MENT OF THE REPUBLIC OF HONDURAS, 
Mr. Atrxanper. I think the Members of Congress would like to 
see the type of loans that you are making and jndge for themselves 
as to whether they are good or not. 


AGREEMENT ON SUEZ CANAL 


Mr. Secretary, you stated that our relations with the United Arab 
Republic had posed special problems and recently an agreement was 
reached by the United Arab Republic and the Suez Canal Co. to settle 
the company’s compensation claims. 

Later you stated that we promptly released the Egyptian assets we 
had frozen as a result of this action. 

Did we negotiate that transaction or initiate it ? 

Mr. Rountrer. No, sir. The settlement between the Government of 
Egypt, or the UAR now, and the Suez Canal Co., was negotiated 
directly between the government and representatives of the share- 
holders of the company. The International Bank played a very im- 
portant role in sponsoring these negotiations and helping with them, 
but we in the United States Government had no part in the negotia- 
tions. 

Mr. Artexanner. What agreements, contracts, or promises have been 
made by the State Departmenf to the United Arab Republic which 
have collaborated almost 100 percent with the Communists since the 
nationalization of the canal? Have we made any contracts or agree- 
ments since that time ? 

Mr. Rountree. I do not believe that there have been any contracts 
or agreements between the United States and the United Arab Re- 
public since the nationalization of the Suez Canal. 

T would have to check other areas of the Department to make sure 
but I think I am safe in saying that there have been no such agreements 
or contracts. 
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In releasing the funds frozen by the United States at the time of 
the Suez Canal seizure, that represented a unilateral action by us 
requiring no agreement as indeed the freezing order itself was a uni- 
lateral action. 

PROJECT AGREEMENTS 


Mr. ALexanper. As we distribute funds to the different countries— 
take, for instance, India—what kind of benefits do we require them 
to give in the way of a contract if we have one? Do we have any 
ty pe of contract for mutual security aid ¢ 

Mr, Betu. Normally in providing aid under this program in India, 
we have operated under what we call project agreements. That is, 
they are individual agreements which are not exactly contracts, but 
in the nature of contracts which specify what each party shall do with 

respect to a particular purpose of the project. 


ELIGIBILITY FOR AID 


Mr. Atexanper. In general, what do we require in order to give 
aid to countries ¢ 

Mr. Beiy. We start out first by saying that we require a finding 
that giving such aid is in the interest of the United States, that the 
aid is required, and that it will be used for the purpose for which it 
is intended. There are a series of generalizations as to eligibility, 
which are set. forth in the act itself, that have to be found to exist. 

Mr. ALexanper. I notice that in the case of India, India signed an 
investinent guaranty agreement with the United States and the objec- 
tives as set out are to assist India’s efforts to satisfy the economic as- 
pirations of its people and to establish a basis for further development 
by helping to increase agricultural and investment production, to feed 
and supply the growing population, to expand basic services, such as 
transportation and power, to develop Indian skills needed to carry 
out the development programs and to promote economic and social 
development of rural India. 

It seems to me that. in that agreement everything is going to India. 

What do we get out of this? 

Mr. Bev. These things that you have been reading are statements 
of objectives of the U nited States as defined by the Government of 
the United States as to what is in our interest. Presumably, what we 
would get out of it is the strengthening of the economy and of the 
political and social fabric which results and which we hope will pro- 
mote and maintain the independent government, not under the domi- 
nation of the Soviet Union. 


OBJECTIVES OF PROGRAM IN INDIA 


Mr. Avexanper. In the votes that have been taken in the United 
Nations with reference to India, can you point out any of the results 
of this polic; y toward the United States? 

Mr. Rountree. I might comment on that. It is true that the 
United States and India often find themselves on opposite sides in 
the United Nations votes on various international questions, and that 
we do not always see eye to eye with India. However, the differences 
that we have with India are sometimes far more apparent than the 
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agreements. Our main objective—our main interest—in India is 
really to help the Indians, in the context of a free and independent 
nation, to meu ORS: their welfare, to improve their economic stand- 
ards, so that they can remain free and independent and devoted to 
the principles of hanes racy. We believe that United States aid to 
India is necessary if the Indi: ans are to achieve their objectives in mak- 
ing economic progress, in the absence of which the continuation of 
democratic institutions in India would be placed in jeopardy. Quite 
cften we define our objectives in various ways depending upon the 
country and what we want. to achieve through our economic and mili- 
tary aid programs. The basic essential of our objective really is to 
help a country retain its freedom and independence, and progress. 
It is our conviction that so long as we can deal with free and inde- 
pendent countries, and so long as they wish to maintain their demo- 
cratic institutions, the things that we seek in the world today will 
evolve. I think the first thing we want to see in India is a free, 
independent, and progressive ¢ ountr y. 

That is briefly what we seek to help achieve through our assistance 
programs. 

Mr. Avexanper. Do you think that we are accomplishing our ob- 
jectives in India? 

Mr. Rounrree. I think we are accomplishing our objectives in 
India because real progress is being made in India. Democratic 
institutions in India are, in fact, being strengthened. I would like 
to say also that the differences between the United States and India, 
to which you refer, have been fewer in the recent past than before. I 
think that the common interests of our democratic nation, and the 
democratic nation of India, are becoming more and more clear, not 
only to us but to the Indians thmeselves. 


FAILURE TO REACH PEOPLE IN AID RECIPIENT COUNTRIES 


Mr. Arexanper. I hear great criticisms to the effect that in all of 
our gifts of aid, to not only India but a lot of other countries, we 
are giving to the governments and that the people themselves do not 
see the benefit, and the prestige of our country is not strengthened but 
we are strengthening only the Government for the moment rather 
than the people and developing a friendly attitude. 

Do you think those criticisms have any merit ? 

Mr. Rountree. That criticism is certainly widely voiced. Of course, 
the aid which the United States gives through these programs goes 
through governments. We deal with governments and not directly 
with the people. We have to deal with governmental authorities and 
I think that we must always bear in mind that in carrying out programs 
through governmental organizations, by virtue of agreements with the 
government, you can alw: ays be criticized by people who do not like 
that government, or who have complaints of one sort or another 
age inst it. 

There is no other proper way to deal with them. 

To the extent that our programs are not in fact improving the situa- 
tion with respect to the people, and to the extent that the people are 
not. benefiting, that would be a fundamental weakness in the program 
itself. The problem is not that we deal with the government, but 
that there is a weakness in the program or its implementation. 
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Mr. Passman. Would the gentleman yield ¢ 
Mr. ALEXANDER. Yes. 


REPORT OF INDIAN DESIRE FOR 600 MILLION LOAN 


Mr. Passman. I have here a clipping datelined New Delhi, June 6. 
I read as follows: 


{From the Washington Post and Times Herald, June 7, 1958] 
INDIA SEEKING UNITED STATES LOAN 


New Deut, June 6.—India is seeking a $600 million 20-year loan from the 
United States to help her meet the continuing economic crisis, usually reliable 
sources here said today. 

They said India wanted a “free loan”—one that could be spent in any country 
she wanted and that would not be tied to the execution of any specific project. 

This would enable India to have ready cash to meet payments for the second 
5-year plan machinery and equipment which are already falling due and which 
are causing a rapid dwindling of the remaining foreign-exchange resources. 


Are you familiar with a a request 

Mr. Rountree. No, si 

Mr. Passman. Are you familiar with any negotiations that are 
underway with relation to the matter or with anything that may be 
underway as far out as the Indian level? Has any such discussion 
been brought to your attention ? 

Mr. Rountree. I have seen the article to which you refer, but I am 
unaware, and I believe the Department of State is unaw are, of any 
such request that has been made by the Government of India 

Mr. Passman. Thank you. 


OPINIONS OF NEHRU 


Mr. Secretary, 1 am going to ask you to help the members of this 
committee clear oo) in our minds a matter which is ¢ onfusing. I refer 
to the differences between the two distinguished Republican Senators 
from Kentucky. One is a former Ambassador to India and the other 


was the Assistant Secretary of State. Here are the opinions to which 
I refer: 


Mr. Cooper. I suppose everyone who has been to India tries to describe Nehru. 
But the Senator from Connecticut has asked me my opinion as to Nehru’s po- 
litical beliefs. 

Nehru’s education was a western education. Certainly it was an education 
which carried on the traditions of western liberty, freedom, and democracy. 

I know that in India itself the largest minority party is the Communist Party, 
and Nehru is the head of the Congress Party. : 

The Congress Party and the Prime Minister in India, have made a tremen- 
dous fight internally against the Communist Party, although it is a legal party. 

I do not know about all of Nehru’s political views. I assume that having been 
educated in England and having fought for the freedom of India at the time 
when the encouragement came from the Labor Party, his political views are 
similar to those of the Labor Party, which are Socialist views. But I know 
this, if I know anything: He is not a Communist. I do not even like to discuss 
that question here. But if I were asked, I would stake my judgment and belief 
on that fact. 

Mr. Morron. I think Nehru is just about as phony as a $3 bill. 


Would you try to clarify that conflict of opinion on the part of the 
former Assistant Secret: iry of State and the former Ambassador? 
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Mr. Rounrree. I am afraid that I cannot enlighten the committee 
on Senator Morton’s and Senator Cooper’s views on Mr. Nehru. I 
can only comment that my own views are more nearly those quoted 
of Senator Cooper, who has had an intimate association with Nehru 
and served in a very outstanding manner as United States Ambassa- 
dor to India. 

I believe he has an excellent understanding of the situation in 
India, on the motivation of the Indians and the objectives of Mr. 
Nehru. 

I would say that from my own observations Mr. Nehru is certainly 
not a Communist. 

Mr. Passman. I expect you to take that position, but can you or 
someone else now discuss this difference in opinion between a former 
Assistant Secretary of State and a former Ambassador? 

Where can we get some information on those views ? 

Mr. Rountree. I assume from Senator Morton. 

_Mr. Passman. You did not refer me to Senator Cooper to get his 
views. 

Mr. Rountree. I assume that you can get his views from him, too. 

Mr. Passman. I have had his views. He served as Ambassador, 
and I think that I understand his views. 

The former Assistant Secretary of State has appeared before our 
committee. 

Are you familiar with his views in this respect ? 

Mr. Rountree. I do not know his views and I do not know how 
he arrived at them. I feel somewhat free in commenting on the full 
statement you read of Senator Cooper’s views because those views 
more nearly approximate mine. What I said in substance is that I 
agree with the description given by Senator Cooper, and I disagree 
with what you have read 

Mr. PassMan. You may read it yourself; it is in the record. 

Mr. Rountree. What you read as a report of Senator Morton’s 
views. 

Mr. Passman. The former Assistant Secretary of State who is now 
a Senator from Kentucky is not in the habit of going around making 
unfounded statements of that type. 

Mr. Rounvrree. I do not know what his justification is for that. 

Mr. Passman. Thank you. Mr, Alexander. 





RECIPIENTS KNOWLEDGE OF SOURCE OF AID 


Mr. Avexanper. Mr. Secretary, it seems to me that even though 
we have to deal with governments of all of these foreign countries 
that we could pick projects, since we are giving these gifts and assist- 
ance so that the people could see and know that it was coming from, 
and was a gift from, the people of the United States. 

Do you have any comment to make on that statement ? 

Mr. Rountrer. I will ask Mr. Bell to comment. 

Mr. Bet. I think that we do try, Mr. Alexander, to make the 
people of the countries as aware as possible of the fact that they are 
receiving aid from the people of the United States. Obviously, to 
the extent that we do so, that is dependent upon the nature of the 
particular program. If the program is one in which we are providing 
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equipment of various kinds, that equipment, according to our stand- 
ard practice, bears on it an insignia which indicates its origin as 
from the people of the United States. I think it is fair to say that 
the programs themselves frequently do invoive contact with people 
in fairly large magnitude. 

For example, in the case of India, one of the principal elements 
in our program in the case of technical cooperation has been in con- 
nection with the so-called community development projects which 
assist. the effort to self-help cooperation among villages matched by 
complementary action by the Government. These are covered today 
in over 150,000 villages in the country so there is some spread among 
the people. Publicity varies with the program. All of us would 
like to see it more widely publicized. 

However, you do have a problem in the sense that in many countries 
in which we are trying to strengthen the support of the people for 
their government, you do not want to minimize the role of their own 
government in Ww orking for their development as well. 

Mr. Atexanvrer. We do spend vast sums of money and actually the 
people do not. realize that it comes from the United States? 

Mr. Be... It is very difficult when you are financing, for example, 
a balance of payments deficit, for the people to understand that the 
commodities that are coming in, which they do not see come in as 
such, actually come this way. This is quite true and it is a real pub- 
lic relations problem. 


AID GIVEN ON BASIS OTHER COUNTRIES RECEIVED 


Mr. ALexaNnper. Mr. Secretary, there is just one other question. 

You state on page 1 of your statement that the Near East and 
south Asia is large and diverse and then in the second sentence you 
say that people and nations must be dealt with on an equal and im- 
partial basis. 

Do you mean by that that for political reasons which are paramount 
we must give to certain countries more or less ona parity ! ? 

Mr. Rounrrer. I did not have that in mind, sir. The United 
States is sometimes believed to be partial in its relations among 
peoples in this area. I think it is highly important for us to develop 
more the assurance of our objectivity and our impartiality in terms 
of the various disputes that tear people and nations apart. Of these 
various problems that are so difficult to deal with, perhaps the most 
difficult is the Arab-Israel dispute. 

I have in mind that we have simply got to develop confidence in 
our impartiality in such matters as that. 

Mr. Auexanper. You would not go so far as to give equally to 
countries? That is, one which is friendly and which responded to our 
viewpoints, and one that was not responding at all, would you? 

Mr. Rountree. No, sir; of course not since you could not assume 
the same basis for cooperation with us consists among all of the coun- 
tries of the area. For example, I mentioned earlier that we would like 
to have a better basis for relations with the United Arab Republic, 
but at the present time it is not possible for us to do the same sort 
of thing in that country that we find it possible to do in other 
countries, such as Turkey or India for example. 
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Mr. Avexanper. The main point I am getting at is, how widespread 
is this idea that we have to make a commitment to country A and 
not because they need it, but because we have committed to country B, 
which is adjoining, and bee ‘ause they perhaps are jealous of each 
other? How widespread is that in this area 4 

Mr. Rountree. I do not think it is done widely at all, sir. I think 
that the amount of aid that we commit ourselves to provide—— 

Mr. Avtexanper. As between India and Pakistan, we had given one 
of those nations money simply because we were giving it to the other ; 
is that not true? 

Mr. Rountree. I do not believe that is true. I do not believe our 
aid program in either Pakistan or India has been justified in the 
slightest on the basis of having given aid to the other. 

Mr. Atexanper. Maybe I am mistaken, but I believe some witness 
testified to that previously, that that was the case. 

Mr. Rountree. I believe that I testified here that our military aid 
program in Pakistan is misunderstood in India and our economic aid 
program in India is sometimes criticized by individual Pakistanis 
on the basis that it provides India with economic resources making it 
possible for them to divert some of their own funds to military 
purposes. 

Our own justification for our programs in Pakistan and India is 
entirely on the basis of the respective needs of those countries. 


INVESTMENT GUARANTY AGREEMENT WITH INDIA 


Mr. Arexanper. I have finished, Mr. Chairman, but I would like to 
ask this: Would you put in the record a copy of the investment guar- 
anty agreement with India? 

Mr. Bex. Yes, sir. 

Mr. Passman. You want all of the guaranties? 

Mr. Atexanper. That is right. 

Mr. Passman. Would you have several letters? 

Mr. Bett. The formal intergovernmental agreement. 

(The material referred to follows :) 


[Copy of the agreement between Governments of the United States of America and India 
instituting the investment guaranty program]; 


EMBASSY OF INDIA, 
Washington, D.C., September 19, 1957 
His Excellency JoHN Foster DULLEs, 
Secretary of State, Department of State, 
Washington, D. C. 

EXCELLENCY: I have the honour to refer to Your Excellency’s note of date in 
which it is stated that the two Governments have reached an undertaking as a 
result of conversations relating to convertibility of investment receipts author- 
ized by section 413 (b) (4) (B) (i) of the Mutual Security Act of 1954 as 
amended. It is my privilege to inform you that the Government of India has 
authorized me to accept the terms contained therein as follows: 

1. The Government of India and of the United States of America will, upon 
the request of either of them, consult respecting projects in India proposed 
by nationals of the United States of America with regard to which guaranties 
under section 413 (b) (4) (B) (i) of the Mutual Sec urity Act of 1954 as amended 
have been made or are under consideration. 

2. The Government of United States agrees that it will issue no guaranty with 
regard to any project unless it is approved by the Government of India. 


" 


3. With respect to such guaranties extending to projects which are approved 
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by the Government of India in accordance with the provisions of the aforesaid 
section 413 (b) (4) (B) (i), the Government of India agrees: 

(a) That if the Government of the United States of America makes pay- 
ment in United States dollars to any person under any such guaranty, the 
Government of India will recognise the transfer to the United States of 
America of any right, title or interest of such person in assets, currency, 
credits or other property on account of which such payment was made and 
the subrogation of the United States of America to any claim or cause of 
action, or right of such person arising in connection therewith. 

(b) That rupee amounts acquired by the Government of the United States 
of America pursuant to such guaranties shall be accorded treatment not 
less favourable than that accorded to private funds arising from transactions 
of United States nationals which are comparable to the transactions covered 
by such guaranties, and that such rupee amounts will be freely available to 


the Government of the United States of America for administrative expendi- 
ture. 


Please accept, Excellency, the assurances of my highest consideration. 
G. L. Menta, Ambassador of India. 


DEFAULT IN REPAYMENT OF LOANS 


Mr. Anprews. Mr. Secretary, this is the first year of your so-called 
soft loan program ? 

Mr. Rountree. Yes, sir, the development loan fund. 

Mr. Anprews. What will be done in the case of a default in pay- 
ments of that type loan ? 

Mr. Rounrrer. I am afraid that I cannot answer precisely except 
to say that it would depend on the circumstances. Certainly the first 
thing to be done would be discussions with the Government itself. 

As to what precise measures would be appropriate, I just cannot 
answer. 

Mr. Anprews. In other words, if a country for any reason just 
arbitrarily refused to pay the loan, nothing could be done, is that 
right ¢ 

Mr. Rountree. It is always a question in connection with loans 
made to any country what recourse is open in case of default. 


USE OF FOREIGN CURRENCIES RECEIVED IN REPAYMENT OF LOANS 


Mr. Anprews. If the loan is repaid in their currency, which it will 
be, is there any way you could use that currency to buy from that 
particular country any product that the country produces that we 
might need ¢ 

Mr. Rountresr. It is possible that in some countries funds might 
be used for such procurement. One of the problems in that regard, 
quite frankly, is that to the extent that we might buy for local 
currency goods that are normally exported for foreign exchange, 
we would create the same kind of drain upon the resources of the 
Government that would exist if the loan were made repayable in hard 
currency. Therefore, in such case there would be no advantage in 
the soft currency aspect of the loan. But if it is possible to procure 
items which otherwise would not provide resources in the Kets of 
hard currency to the Government, then I should think it would be 
advantageous both to the purchaser and to the seller. 

The extent to which this kind of purchase might be made, I do 
not know personally, but perhaps Mr. Bell could comment. 


25164—58——__58 
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Mr. Bett. I think it is fairly limited at this point. 
_ The gains depend upon the individual country and its growth posi- 
tion. There are uses being made of local currency holdings now in 


some of these countries to procure as provided under section 104 of 
Public Law 480. 


Mr. Anprews. Is that the Cooley amendment ? 

Mr. Bett. That is part of it, but there are 8, 9, or 10 provisions 
under which local currency funds may be used. 

One of those is the procurement of strategic materials. 

Mr. Passman. Will the gentleman yield ? 

Mr. Anprews. Yes. 

Mr. Passman. Did you, Mr. Secretary, or some other witness state 
for the record prior to this morning that in the underdeveloped coun- 
tries where we are making these types of loans, accepting soft cur- 
rencies as long as they were considered underdeveloped countries, we 
would not ask them to make available for export to this country any- 
thing that they may be able to export for a dollar credit ? 

Mr. Rountree. That was my understanding. 

Mr. Passman. Thank you. 


SOVIET LOANS 


Mr. Anprews. Mr. Secretary, we hear a lot about Russian loans or 
offer of loans. 

Do you know of any specific cases in this area where Russia has 
actually made a loan to any of these countries ? 

Mr. Rountree. Yes, sir. They have made substantial loans. 

Mr. Anprews. I wish you would put a list of them in the record, or 
would you care to read them now ¢ 

Mr. Taser. You mean actual loans rather than promises to make 
loans ? 

Mr. Anprews. That is right. 

Mr. Passman. Would the gentleman yield? 

Mr. Anprews. Yes. 

Mr. Passman. Is it not true that most of these Russian loans are 
supposed to be paid back and that many of them are to be paid back 
on a short-term basis? 

Mr. Rountree. That is correct. Most of them are real loans. 

Mr. Passman. And many of them are on short terms? 

Mr. Anprews. So called bankers’ loans? 

Mr. Rountree. I believe they are medium term. 

Mr. Beuu. I would say that the bulk of them are medium term or 
long term credit. 

Mr. Passman. And some of them are short term credit ? 

Mr. Rounrrer. Relatively few are short term. We can give you a 
list of those. 

Mr. Passman. Will you provide a list of all of these loans with 
which you are familiar, indicating the nations in this region, the 
terms, the interest rates, and the basis for repayment 

Would you request the data on that basis? 

Mr. Anprews. Yes. 
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One other thing: Can you tell us whether or not collateral is re- 
quired or whether they are so-called soft loans ? 

Mr. Bex. I might say that the standard pattern of Soviet credit 
is for repayment in goods which are very often goods in surplus to 
the country. For example, the taking of cotton from Egypt which 
Egypt is unable to market otherwise. 

Mr. Passman. Would you insert also in the record for us to have 
a look at, before putting the information in the final record, the type 
of loans by the United States, the terms, the interest that the United 
States charges, alongside the Russian loan data, so that we may com- 
pare one with the other? 

Mr. Betu. Yes, sir. 

(The following information was subsequently supplied :) 


Major Sino-Soviet bloc credit and grant agreements with countries in the Near East 
and south Asia as of June 1958 


{Millions of dollars equivalent] 


Recipient country Date Type of agreement Amount Terms 
and donor 
Afghanistan: | 
0.8.8. Bi. 1956 | Economicdevelopment| 100 | 2 percent; repayable in commodities 
credit. | | after 8 years in 22 annual payments. 
Do. 1957 | Miltary aid ‘ Se 25 | 2 percent; 8 annual installments. 
Ceylon: | | 
* Czechoslovakia... 1957 | Economic aid... | 3.4 | Probably 3 percent, repayable in 8 
| semiannual installments after proj- 
ects are In operation. 
Communist China_, 1957 | Economie grant 15.8 | Grant. 
U.8.8.R 1958 | Economic and _tech- 30 2'4 percent; repayment in 12 years in 
nical aid. commodities or convertible cur- 
rency. 
Communist China_! 1957 | Economie aid_-. 10.5 | 244 percent; repayable in 4 installments 
over 10 years. 
Egypt: | | 
Czechoslovakia 1955 | Military aid____- . 1250 | 2 percent; repayable in cotton. 
and U.S.S.R 
U. 8. 8. R. 1957 | Economic aid 175 | 244 percent; 1 year grace period; 12 
| | annual installments. 
Czechoslovakia. 1957 do. a 56 | Believed similar to terms of above loan. 
India: | } 
U.S.8.R , 1956 | Economic and tech-| 132.3 | 2% percent; 12 years payment in 
nical aid. } | Indian goods or sterling. 
1956 | Ge +05—u ‘ 126 2)4 percent; 12 years in payment similar 
to above utilization to begin in 1959. 
Czechoslovakia 1957 | Economic project aid_.| '33 | 8 semiannual installments beginning 
| 1961. 
Nepal: Communist 1956 | Grant in cash and capi- 12.6 | Grant. 
hina. | | tal goods. 
Syria: | | 
Czechoslovakia _. 1957 | Oil refinery i | 15 3 percent; part during construction and 
part 7 years after construction. 
i ..| 1957 | Economie credit. ' 168 2% percent, repayable in commodities 
| and/or convertible currency. Re- 
| payment in 12 years beginning 1 year 
| | after completing delivery for project. 
Czechoslovakia 1956-| Military aid... 1100 2 percent; repayment in 7 to 10 years. 
and U. 8. 8. R. 57 } | 
Yemen: | i | 
Communist China_| 1958 | Economic aid.._..--..-| 16. | No interest. 
U, Go ae Mises 1957 OD ih 6cn dies sade 5 | Not available. 


| Estimated. 
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Terms and conditions of United States Government loans 











Type of loan Interest | Terms 
rate 
pr errr rr SeanT ania ao Te 
Percent | 
Development Loan Fund loan for overhead 3%4| Maximum term up to 40 years, and if repaid in 


local currency a maintenance-of-value clause ts 
required. 





} 
| 
projects such as roads, dams, etc. 


Development Loan Fund loan for profit- 5-6 | Interest rate is the same as that charged by Export- 
earning projects. | Import Bank for similar-type projects. Maturl- 
| ties vary with the life of the project. Ifrepaid in 
| local currency a maintenance-of-value clause is 
| required. 
Mutual security program loans of appropri- 34| Up to 40 years; primarily long term. 
ated dollars (defense support, special as- 
sistance, development assistance). | 
United States-owned local currency; mutual 344) Do. 
security program, sec. 402. ' | a » tn ats : I 
Dahli ; Ea J 4 repaid in dollars; primarily long term. 
Public Law 480 loans of local currency. \ 5 | If repaid in local currency; primarily long term 
1 


Export-Import Bank loans_- |1314-6 Varies with each loan; mostly medium and long 


sania mins ag Mass I a a ig 
1 Usually. 
Mr. Passman. The committtee will recess until 2 o’clock this after- 
noon. 
AFTERNOON SESSION 


Gentlemen, we shall resume our session. I have 1 or 2 more general 
: ’ 5 
questions to ask of Mr. Bell. 


FURNISHING OF EXCESS MILITARY STOCKS 


A day or two ago we were discussing excess stocks in the military 
branches. 

Mr. Secretary, these excess stocks represent usable equipment; or if 
ammunition or rifles, they are supposedly in a good state of repair 
and usable. These are items which we give to the foreign nations 
without any charge / 

Mr. Suurr. Yes, sir; for the most part. However, it is rehabili- 
tated so that it is in first-class shape. 

Mr. Passman. The materiel is in first-class shape ? 

Mr. Suurr. When they receive it; yes, sir. There is a charge for 
the rehabilitation of that equipment. 

Mr. Passman. But, referring to the previous testimony on this, the 
excess other than the rehabilitation charge is transferred without 
charge? 

Mr. Suvurr. That is correct, sir. 

Mr. Passman. And the equipment is usable? 

Mr. Suurr. Yes, sir. 

I said when rehabilitated it is first-rate. There are also, maybe, 
depending upon where the equipment is declared excess, a transporta- 
tion charge, but for the article itself there is no charge. 

Mr. Passman. These nations receiving the excess stocks need this 
materiel to be used in their programs; do they not? 

Mr. Suvrr. That is right, sir; they fulfill a legitimate requirement. 

Mr. Passman. If it were not that we had the excess stocks to trans- 
fer to them, the Congress would need to appropriate additional money 
to procure the same items for them; is that correct ? 

Mr. Suvrr. That is correct. 

Mr. Passman. This would require additional money over and above 
the requests now being made ? 

Mr. Suvrr. Yes, sir. 
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UNLIQUIDATED OBLIGATIONS IN EGYPT AND OTHER COUNTRIES 


Mr. Passman. Mr. Bell, it has been established that unliquidated 
obligations of $13,086,000 will be carried over into the next fiscal year 
for projects in Egypt which are suspended until the situation in that 
country changes; is that correct ? 

Mr. Bett. That is correct. 

Mr. Passman. Did you ever ask the State Department for permis- 
sion to deobligate that amount so that the money may be used else- 
where in the program? 

Mr. Bett. We did inquire of the Department whether we might 
de obligate this money. 

Mr. Passman. What answer did you get from the Department? 

Mr. Betx. The answer we got was that the Department did not 
think it was wise to do so. 

Mr. Passman. Mr. Murphy, how much money is tied up in other 
projects in other countries in a manner similar to that in Egypt? 

Mr. Mourpny. I cannot cite a single example of the situation in any 
other country that is like this E eyptian situation. By that I mean 
where we have suspended activity under a project deliberately and 
have retained the money under obligation until such time as there is 
a reinstitution of the project. This ‘is a very peculiar situation. 

Mr. PassmMan. Under the present law how fing can you carry this 
obligation in the status in which it is now being carried ? 

Mr. Murrny. Why, it would depend upon subsequent action of the 
Congress, Mr. Chairman. 

Mr. Passman. Under present law 

Mr. Murruy. If the Congress proceeds in future years as it has 
in the past with respect to these funds, I think the answer would be 
that we could carry it indefinitely. 

Mr. PassMan. How old are these obligations, by category of proj- 
ect, in Egypt? 

Mr. Murpuy. That I cannot cite the full particulars on, Mr. Chair- 
man, but we did establish that $5 million of the $13 million was origin- 
all obligated i in fiscal year 1953. 

Thala all of the remainder would have been obligated subsequent 
to that time. 

Mr. Passman. At least $5 million of this sum is being carried as 
funds obligated, and we are now going into the sixth year with that 
procedure ? 

Mr. Murpnuy. That is correct; yes, sir. The bulk of the remainder 
I would think would have been fiscal years 1954 and 1955. 

Mr. Passman. Would you be able to provide for the committee 
without undue research in the technical aid program data as to all of 
the obligated carryover, including the years you entered into the obli- 
gations, so that we might know what part of the obligations are 6 
years old, what part 5 years old, and what part 4 years sand 3 years, 
and on up to date? 

Mr. Murreny. It would be a tremendous undertaking, Mr. Chair- 
man, because the only way I could possibly get that information is 
to have each unliquid: ated balance examined at ev ery mission of the 
world. I could give you a breakdown of the technical assistance 
unliquidated balance as of June 30, and how much would be fiscal 
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year 1958 money and how much would be fiscal year 1957 ne 
and how much would be fiscal year 1956 money, and prior. I have 
three-way breakdown, I believe, right in my briefcase. 

Mr. Passman. We are speaking about these projects that are 
dormant. 

Mr. Murpny. I am getting you that information in response to a 
previous request, Mr. Chairman. I have cabled every nation, and 
I have replies in now from all but, I think, a dozen, in which they are 
asked to report any project on which they had obligated money in 
fiscal year 1957, and prior thereto, and on which they had not com- 
menced physical activities. I would expect to have that report com- 
pleted certainly within a week. 

Mr, Passman. That is going to be valuable information. They 
will have certain projects you are carrying as obligations, but which 
are dormant, in which there is no activity ? 

Mr. Mureuy. I would not like to call them dormant, Mr. Chair- 
man, because we are in the process of negotiating the contract, and 
that is not really a state of dormancy. 

Mr. Passman. I did not know you would obligate the money until 
such time as you had a project fairly well firmed up. 

Mr. Murrny. We do, but after you have agreed with the country 
that you are going to undertake a certain project, it might easily 

take 6 to 8 months and sometimes longer to actually negotiate a con- 
tract to proceed with the construction or with whatever is involved. 

Mr. Passman. I think the committee would be more interested in 
the older contracts than in the contracts for last year. I believe we 
shall not concern ourselves in this particular instance with the aa 
of last year. We are talking about something which may be 2 or : 
or 4 years old. 

Mr. Mureny. I will have every single one of those, Mr. Chairman. 
The report I am preparing will have every single project at any mis- 
sion in the world which meets this situation. 


OBLIGATING OF FUNDS FOR PROJECTS 


Mr. Passman. Did I understand the gentleman to say that you 
obligate these funds prior to the time you enter into negotiations? 

Mr. Mourruy. The initial obligation is the result of consummating 
negotiations with the other country, but after we have established our 
obligation and signed the project agreement with the other country 
each of these projects require physical action to get them moving. 
For instance, in one case it will involve a contract with a univ ersity. 
When we proceed to negotiate a contract with university A. The fact 
that the money is obligated and the contract is in the process of being 
negotiated would indicate that that project is not a dormant project, 
but it simply means that we have not signed a contract with the uni- 
versity, and they have not sent personnel out, in other words would 
indicate really that there was no physical implementation of the proj- 
ect yet. 

First of all, you have these international negotiations and after that 
is completed you have the regular contractu: al negotiations with who- 
ever is going to be inv olved in the work or the recruitment of tech- 
nicians or the purchase of commodities and that is all a very involved 
activity, and just naturally takes time. 
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Mr. Passman. I suppose you could aptly apply the words “rather 
complicated” to this operation ? 

Mr. Murrny. Yes, sir; they certainly would. Some of these proj- 
ects are very complex. 

Mr. Passman. Is it not true that in many instances we obligate 
funds for a project which has not been firmed up, and it becomes 
necessary to deobligate the money ? 

Mr. Murpnuy. I would say this, Mr. Chairman: When the initial 
project is entered into with the other country, usually a great amount 
of thought and negotiation has taken place with the other country and 
in good faith both parties fully intend to proceed with the project. I 
would not for a moment deny that in some instances after this agree- 
ment is reached and we actually go about the process of trying to get 
the project underway obstacles are encountered and sometimes these 
obstacles lead us to abandon the project. 

Mr. Passman. And in that event you would deobligate the project ? 

Mr. Murruy. Then we would have to say to the country, “This is 
obviously impracticable—we cannot do this because of this reason,” 
and we turn around and deobligate by mutual consent and turn to the 
next higher priority item on the list. 


DEOBLIGATIONS 


Mr. Passman. Could you inform us as to the total amount of de- 
obligations for the past 5 years, by years, and have the data available 
for the record ? 

Mr. Murrny. I am not sure I could go back that far, but I know 
I have it at least for the past 3 years. 

Mr. Passman. You have been carrying an obligation in Egypt of 
$5 million for 6 years. Do you not have records of the action when 
you deobligate projects ? 

Mr. Murrny. Sir, like in many outfits, we hope we can improve and 
are improving all the time, and we have available information today 
that 4 years ago it would have been fantastic for us to try to answer 
a question on, because our accounting systems are improving and our 
procedural instructions are improving, and while I could fairly con- 
fidently supply you with information of that nature for this year and 
last, to tell you I could do it for 1953 would only be misleading. 

Mr. Passman. How far back could you go? 

Mr. Mureny. I am certain I have it for 1957 and 1956. Beyond 
that, Mr. Chairman, I do not know. 

Mr. Passman. Let us see if you could compile that information for 
as far back as 1955, and also include 1956 and 1957. That involves 
only 3 years. 

Mr. Murpny. I know I have 1956, 1957, and 1958. 

Mr. Passman. Would that data not provide the committee some 
valuable information as to what to anticipate for deobligations in fiscal 
1958, and perhaps in fiscal 1959? 

Mr. Murrny. All right, Mr. Chairman, but I think it might mislead 
the committee so far as the project-type aid is concerned. 

Mr. Passman. We shall try not to let it mislead us. 

Mr. Mcrriry. Most of these deobligations which occur in this pro- 
gram occur in the commodity import program. 
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Mr. Passman. Then, you are saying that you shift funds from one 
to the other ? 

Mr. Mourreny. Oh, definitely. 

Mr. Passman. Provide us information on the amount of past deobli- 
gations. The committee will try to determine how much you will 
deobligate. 

Mr. Murpuy. I am sure I have it for 1956 and 1957, and I will 
try to get it for 1955, but I am quite certain I do not have it. 

(The information follows :) 


Nonmilitary assistance recovery of prior-year obligations 


ea SS ola ee ee el ee. Le ok ee $171, 579, 100 
Na a hs sisi ho ensatghd wth tpt Soe ee Ee 162, 712, 817 
St latrinierndsaienetiroicbemmcrencevduiinetaineeaciiatanmmetaalees saemiaiiaiia Ai iaiia 127, 819, 990 


EQUIPMENT FURNISHED NATIONS HAVING MAAG CHIEFS 


Mr. Passman. Mr. Shuff, I am trying to satisfy myself as to the 
adequacy or inadequacy of the system used in keeping inventory rec- 
ords on equipment supplied to the several nations that are headed up 
by MAAG chiefs. 

I should think it is sound business practice to have an inventory 
of equipment on hand, including information as to how much is 
available and the condition it is in, before deciding additional equip- 
ment is needed, and requesting funds for its purchase. 

T am confused as to how you would arrive at the amount of money 
needed for certain types of equipment, if there had been similar ship- 
ments in prior years, without knowing the condition and the amount 
of the inventory. I have not been able to fix in my mind how you 
can present an intelligent request for funds for equipment without 
knowing what disposition had been made of similar equipment which 
had been shipped out against the program in prior years. 

I am wondering if there has been any request to the MAAG chiefs 
in the various countries to submit reports on the condition of the 
equipment at reasonable intervals. 

Mr. Suurr. Mr. Chairman, in response to your prior request for 
this information, we have cabled all the MAAG chiefs in the Middle 
East area for an estimate of the percentage of material supplied under 
this program that is available and serviceable in the event it is needed 
for defense. 

I do not have the answers at this time but when I do have them, I 
will supply that information to the committee. 

Mr. Passman. Would you supplement that with a request to the 
MAAG chiefs of the missions to inform you how they could arrive 
at the amount of equipment needed without first having an up-to- 
date inventory and data as to the condition of the equipment on hand ? 

Mr. Suurr. I can answer that. I do not have to wire them. 

Mr. Passman. What is the answer? 

Mr. Suurr. They do have as a part of their program activity a 
complete listing which is called assets. This is not, however, broken 
down into assets supplied through the military assistance program 
versus those assets that were either purchased or that the countries 
have obtained on their own. 
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It is overall assets. However, these total assets are considered in 
the programing process since it starts, first, with the deficiencies exist- 
ing nacountry. Therefore, whether it is assets supplied through the 
military assistance program or whether it is an asset in the country’ s 
inventory that they purchased, or however they got it, it is still an 
asset and it is against those assets that the deficiency requirements are 
planned. I know this for a fact, sir, and it is a very integral part of 
our programing process. 

Mr. Passman. Thank you, Mr. Secretary. 


ORIGINAL MAAG REQUESTS FOR FISCAL 1959 


Mr. Passman. It was stated last week that your request which was 
presented to the Director of the Bureau of the Budget was approved 
100 percent with no reductions made. 

Now, may I ask you for the total amount of the gross requests of 
the MAAG missions for fiscal 1959 that reached Washington ? 

Mr. WiccieswortH. Are you talking about the Near East and south 
Asian area now ¢ 

Mr. Passman. I am talking about worldwide, where they have 
MAAG missions. 

Mr. Suurr. I believe, sir, that we figured it out to be somewhere in 
the nature of $5.5 billion. Is that correct, Mr. Shaw ? 

' Mr. Smaw. I think that is about right. 

Mr. Passman. That was the total of funds requested by the MAAG 
missions for fiscal 1959 ? 

Mr. Suvurr. That amount of money would have satisfied the defi- 
ciency requirements for hardware of all of the MAAG’s of the world; 
yes, sir. 

Mr. Passman. You requested of the Bureau of the Budget $1.8 
billion ? 

Mr. Suurr. Mr. Chairman, may I go back a little bit and say I do 
not remember saying that our request was fulfilled 100 percent from 
the Bureau of the Budget. 

Mr. Murpny. I said that. 

Mr. Passman. The statement was made that the Director of the 
Budget had approved the budget request in its entirety. 

Will you reaffirm that statement for the record, Mr. Murphy? 

Mr. Murrny. Yes, sir. 

Mr. Suurr. My understanding—and I am pretty ignorant in 
budget-request procedures, Mr. Chairman, because I have been ex- 
posed to this only on a couple of occasions, and I am not a longtime 
Washington worker, and therefore some of these things I am not too 
familiar with—however, I know this, sir: 

With reference to budget requests for a fiscal year we start talking 
about them in the spring. We talk about them again in the fall, and 
they do not become official until the President’s budget message is 
delivered. So, anything that goes on in the 9 months - preceding the 
President’s budget message is a matter of discussion and give and take 
and so forth. 

I would like it to be known that we did not put into the ae au of 
the Budget anything that sounds anywhere vaguely like $5.5 billion. 

Mr. Passman. Did you say $5.5 billion ? 
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Mr. Suurr. $5.5 billion. 

Mr. PassmMan. $5.55 billion ? 

Mr. Suurr. I say approximately ; yes, sir. 

Mr. PassMan. Approximately $5.5 billion ¢ 

Mr. Suurr. Yes, sir; as deficiency requirements from all of the 
MAAG’s all over the world. Now, we have a refining process, Mr. 
Chairman, that takes place at the unified-command level and at the 
Washington level at which time we invite representatives of the Joint 
Chiefs of Staff and representatives of the three military departments 
and as a result of the refining process we establish priorities and 
refine out of the program that which will preclude the program from 
being a balanced program, and that which cannot be produced within 
the time period authorized together with various other drawdowns on 
the original deficiency request so that what we get when we get a 
program as presented here, it goes through about five screening proc- 
esses so that it becomes as valid as we think we can make it, and it 
is much reduced from what is originally submitted to us from the 
field. 

Mr. Passman. If the MAAG officials make a worldwide inventory 
of their materials and then present a figure on their needs, and they 
say that this is $5.5 billion for the programs but the Defense Depart- 
ment reduces the amount to $1.8 billion, how do you justify the vast 
difference in the estimates of needs ? 

Mr. Suvurr. Well, sir, the MAAG people are not induced with any 
requirement to stay within any budget ceiling. 

Mr. Passman. They ask for what they want, rather than what they 
need ? 

Mr. Suvrr. They ask for what they think the host country needs, 
and they are not inhibited in any way. They do not stipulate that this 
needs to be delivered in the current fiscal year. They do not do that. 
Therefore, some of the things that they ask for can be, and in a great 
many cases are, developed over a period of time. They ask for things 
in all categories of priority. It is not only first-priority things that 
they ask for. They are asking for things of the No. 5 priority which 
is the lowest priority that we carry. Therefore, their job as stipulated 
by their directives is to indicate what they feel is a deficiency require- 
ment in the country. 

We then mix some other ingredients into what they give us— 
economic and political ingredients as well as some additional military 
ingredients that I have just finished talking about—and as a result 
the program refines out to something considerably less than what they 
ask for. 

Tn other words, they get less than what they ask for. 

Mr. Passman. I asked the question as to the amount of the gross 
requests of the MAAG missions on a worldwide basis, and you said 
approximately $5.5 billion. 

What were the requests of the MAAG missions for fiscal 1959 ? 

Mr. Suvrr. What I have given you is what they submitted to us in 
1959. 

Mr. Passman. I say that was for 1959. 

Mr. Sucrr. And again IT say they were not limiting themselves to 
delivery in 1959. 
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Mr. Passman. But the request was for 1959 funds in the 1959 ap- 
propriation ? 

Mr. Suourr. That is right, sir. 

Mr. oe AN. $5.5 billion. 

Mr. Suurr. They knew that we would take this and refine it into 
a 1959 progr am. 

Mr. Passman. And it has gone through several screenings before it 
reaches the Congress ? 

Mr. Suvrr. Yes,sir. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 


TECHNICAL COOPERATION PIPELINE 


Mr. Passman. Mr. Bell, we read from your statement at page 13 
where you said— 
at those rates of expenditure the pipeline would then be what was equivalent to 
about 18 months’ activity. 

What is the length of the pipeline now ? 

Mr. Bet. That is the Technical Cooperation pipeline? 

Mr. Passman. Yes. In your stataement you were speaking of the 
pipeline at the end of 1959. We want to know what it is at the 
present. 

Mr. Ber. I will have it in a moment. 

Mr. Murpuy. This is Technical Cooperation; is it not? 

Mr. PassmMAn. Yes, sir. 

Mr. Mcrrny. The estimated unexpended balance on June 30, 1958, 
Mr. Chairman, for Technical Cooperation for this area was $65.75 
million. 

Mr. PassmaAn, $65.75 million ? 

Mr. Murpnuy. Yes, sir. 

Mr. Passman. I do not believe that gives the answer that we want. 
We are speaking now of the pipeline. 

Mr. Murpnuy. That is right. 

Mr. Passman. For how long would that operate? 

Mr. Murpuy. The unexpended balance? 

Mr. Passman. Let us break it down into the number of months. 

Mr. Murrny. This assumes the expenditure, Mr. Chairman, dur- 
ing fiscal year 1958 of $42.6 billion. So at the fiscal 1958 rate of 
expenditure it is approximately 114 years in length. 

Sixty-five million dollars would run about 18 months. 

Mr. Passman. You have a pipeline of about 18 months? 

Mr. Murrny. Yes, sir. 

Mr. Passman. And I believe you stated earlier that the lead time 
was about 12 months on this program ? 

Mr. Murrpny. On the total program. The project-type program 
has the longer pipeline than the nonproject type. 

When we speak of a year’s pipeline on the nonmilitary program 
exclusive of the Development Loan program, it is the grand total 
worldwide of all programs and some are shorter than others, but 
the average isa year. 

Technical cooperation is exclusively project-type aid, and there- 
fore has a somewhat longer pipeline than the commodity import 
program. 
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ELECTRICAL POWER PRODUCTION IN GREECE 


Mr. Passman. Now, I noticed this in Mr. Bell’s statement, on page 
a7: 


By the end of 1957 industrial production was more than two-thirds above 
the prewar level and electric power production had increased more than four- 


fold over prewar. 

How much of the credit do we take for that condition ? 

Mr. Betx. A considerable amount, I should say, Mr. Chairman, 
particularly on the electrical power production. We had a specific 
project for this. At any rate, we did provide a specific project for 
power development and that project accounted itself for—and it is 
in the testimony before the authorizing committee—better than one- 
half of the power production. 

Mr. Passman. What electric power equipment was furnished to 
Greece under the United States aid program ? 

Mr. Bett. I have this in another source of information, Mr. Chair- 
man. Itisin the original statement. 

Mr. Chairman, this is an incomplete answer to your question—— 

Mr. Passman. Yes, sir. 

Mr. Bex. But we did undertake a project in Greece in 1950 under 
which we were to install at a place called Aliveri originally two 34,000- 
kilowatt electric turbogenerators, and subsequently changed it to 
40,000-kilowatt units. The operations with this plant began in March 
1953, and in 1 year this plant was producing 33 percent of the elec- 
tric power in the country. So, I think it is fair to say that our aid 
was directly contributory to the increase in power production in 
Greece. 

Mr. Passman. If you want to supplement that reply with additional 
information, it would be all right to do so. 


(Nore: Additional testimony may be found in the appendix, p. 
1513.) 


FLOOD RELIEF AND REHABILITATION IN CEYLON 


Mr. Passman. Mr. Bell, from page 33 of your report I read as 
follows: 

During fiscal year 1958 Ceylon was devastated by serious floods and assist- 
ance made available under title II of Public Law 480 by the shipment of wheat, 


flour, and rice is generating local currency proceeds which the Government of 
Ceylon is using for flood relief and rehabilitation. 


Does the United States aid program in Ceylon include any flood- 
control measures ? 

Mr. Bex. My recollection is that it does not. However, I wish 
to confirm this. I will say that this flood in Ceylon, in contrast to 
what happens, for example, in east Pakistan where you have a flood 
every year, was an unusttal thing. I think it was the biggest flood 
in 60 years. I do not believe there is any flood-control project in 
Ceylon. 

AMOUNT OF AID RELATED TO ECONOMY OF INDIA 

Mr. Passman. Now, on page 36, with reference to India, the sec- 

ond paragraph reads as follows : 


Since the beginning of the second 5-year plan in April of 1956, the initiative 
originated in the first plan has resulted in major strains on the economy. 


i 
| 
i 
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Does this mean the Indians are trying to do too much too soon, and 
are we giving them more than their economy can absorb ? 

Mr. Beuu. I think it does mean that the Indian second 5-year plan 
as originally conceived was planned to do more than it was possible 
to do which the Indians have recognized themselves, and they have 
modified that plan materially. 

Mr. Passman. Our plan originally was to work with India on 
their 5-year plan, accepting their statistics, and we were mapping 
our programs in accordance with the planning for their program. 

Mr. Betz. That is right, Mr. Chairman. 

Mr. Passman. Is that substantially true? 

Mr. Betz. I think it is not substantially correct if you are saying 
that our program was involved in the support of and acceptance of 
their plan as a criterion of the dimensions of our aid. Obviously, 
we did consider what they were doing in their plan, but we have never 
undertaken to ee it. 

Mr. Passman. I did not mean that at all. Let me go back: “Since 
the beginning of the second 5-year plan in April 1956 the initiative 
origins ated by the first plan resulted in major strains on the economy,” 
which means that India is having to cut back? 

Mr. Beux. That is correct. 

Mr. Passman. Are we cutting back our aid programs that were 
originally contemplated, or part of them? 

We are making contributions through different sections of our law. 
Are we now making proportionate reductions in our commitments 
because of India having to cut back on her commitments? 

Mr. Betx. I would say that our aid is calculated in the light of 
what their plans actually are and what their requirements are, ac- 
tually, and that if this calculation results in a lower requirement then 
that would be governing as far as we were concerned. 

Mr. Passman. They are lagging in their program, are they not? 

Mr. Bex. I beg your pardon ? 

Mr. Passman. They are lagging in their program, according to 
your statement, which has resulted in major strains on their economy ? 

Mr. Bewt. It is true that the program has put a major strain on 
their economy. 

One of the things that it has done, for example, it has required a 
very heavy depletion of their reserves. The point I am trying to 
make here is that while the total pattern of activity on the part of 
India may well be less than was originally contemplated, it is also 
true that the resources they have to work with are less than they con- 
templated. So that you do not necessarily end up with a reduction 
in a requirement for ‘outside resources but you may end up with the 
necessity for an increase in outside resources. 

Mr. PassmMan. If we accepted the 5-year plan as feasible and if we 
planned our help on that basis, but now they are cutting it down and 
it is going to be a stretchout, would this not mean that the program 
would require less aid from the United States on these specific 
projects ? 

Mr. Betz. I would say, first, the question of whether we accepted 
their plan or not I think really never arose. I think what we look at 
each year is what their program is, what their resources are, and what 
their deficiency requirements are. Within that deficiency and in the 
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nest of executive action, the executive branch decides what it is pos- 
sible todo. This does not necessarily mean in any given instance the 
financing of any total deficit, or any such undertaking. The dimen- 
sion of this deficit is influenced obviously by the rate of their expendi- 
ture, but also by the rate of depletion of their resources. When they 
have pretty nearly exhausted their bank reserves, drawn down their 
reserves, they are obviously in a poor position. That is why they have 
had to cut back, because they > not have the money to finance the 
program on the scale they originally contemplated. 

Mr. PassmMan. Do you see the possibility of this country over- 
extending itself? As you recall, this morning I read the dispatch 
from New Delhi re yorting that India was asking for a substantial 
free loan whereby om could spend the dollars anywhere. Do you 
not think that if we get started on these programs we will at least. to 
some extent be obligated to continue them, and underwrite them at a 
substantially higher amount than the requirements are said to be at 
this time ? 

Mr. Bex. I think there is a good possibility, Mr. Chairman, that 
the requirements for outside resources for India are going to rise. 

Mr. Anprews. What was the amount of the loan mentioned in that 
news item ? 

Mr. PassMAn. $600 million. It is what they call a free dollar loan, 
according to the report. 

Mr. Anprews. That could not be made from the so-called soft loan 
fund because you would not have that much in your fund. 

Mr. Bew. No, sir. 


EXPORT-IMPORT BANK LOAN AND DEVELOPMENT LOAN TO INDIA 


Mr. Anprews. On page 30 of Mr. Bell’s statement he said : 


During fiscal year 1958 India was informed that the United States was willing 
to make available $225 million in loans from the Export-Import Bank and a new 
Development Loan Fund. 

Are you familiar with that conference ? 

Mr. Betu. Yes. 

Mr. Anprews. Is this $225 million the same loan, or a part of the 
same loan mentioned in that news story ¢ 

Mr. Brevi. There was an agreement in principle with the Indian 
Government several months ago for a loan of $150 million to come from 
the Export-Import Bank, and $75 million from the Development Loan 
Fund. 

Mr. Anprews. That is this $225 million ? 

Mr. Bett. That was the $225 million. 

Mr. Anprews. Was there a commitment made for that loan ? 

Mr. Betu. We committed ourselves to make those loans in the amount 
of $225 million. We have made no other commitments to provide any 
additional loans. The story in the press indicates that the Indian 
Government might request, or is going to request—I do not remember 
exactly how it was worded—a further loan. I am sure they are 
talking about a further loan in the story. No such request has yet 
been received. 

Mr. Anprews. Would that $600 million mentioned in the news 

story be in addition to the $225 million ¢ 

Mr. Bexu. I would assume so. 
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TOTAL AID AND LOANS GIVEN TO INDIA 


Mr. Passman. Mr. Bell, could you state for the record the total 
amount of all aid given to India and the total of all types of loans 
made to India and the grand total ? 

Mr. Beuu. I do have this information which is available right now 
which is contained in some eight pages. Do you wish to have it read 
into the record, or inserted for the record ? 

Mr. PassMANn. Do you have the total? 

Mr. Beti. The United States aid programs in India authorized as 
of March 31, 1958, amount to $1,215 million, including the mutual 
security program and the predecessor agencies, Public Law 480, titles 
I and II, and other grants and loans. That is a total figure for all 
types. 

Mr. PassMan. That is the total of aid to India ? 

Mr. Beti. That is correct. 

Mr. Passman. You would add to that, of course, the 1959 request, 
if it is granted ? 

Mr. Bex. If there is any in 1959, I would add that. 

Mr. Passman. And if you should request the $600 million and re- 
ceive approval for it, we would really be getting into India in a tre- 
mendous manner 4 

Mr. Bex. Yes. 


ROAD CONSTRUCTION IN JORDAN 


Mr. Passman. How much money has been spent on the construction 
of roads in Jordan ? 


Mr. Bex. I am not sure that I can answer that question imme- 
diately. 

Mr. Passman. Is it you understanding that we have contributed 
to road construction in Jordan ? 

Mr. Bett. Oh, yes; we have contributed to road construction in 
a substantial way. 

Mr. Passman. Do you recall whether or not these expenditures have 
been kept within the original estimates ? 

Mr. Bex. That is a hard question to answer. The assistance we 
have been providing for road construction in Jordan has been a con- 
tinuing kind of assistance; that is, we provided it last year and we are 
providing for more this year in 1958. We have not spent more money 
than we planned. 

Mr. Passman. Have you completed as many miles of road for the 
money as you originally estimated would be done ? 

Mr. Bert. I cannot answer that without checking. 

Mr. Passman. Have you heard any rumors about the cost of this 
roadwork being excessive ? 

Mr. Brix. We have had some reports indicating that the original 
estimates of the engineers of the Bureau of Public Roads were not as 
exact as they might “have been. 

Mr. Passman. Does a similar observation not apply to your expe- 
rience with roads in Cambodia ? 

Mr. Betu. It is characteristic of roads everywhere. 

Mr. Passman. We have greatly underestimated the costs ? 
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Mr. Bett. I would not be able to testify that we have greatly under- 
estimated the costs generally. I do know that we have had difficulty 
generally in getting accurate estimates on road construction. 

Mr. Passman. Is that not just about what I said? 

Mr. Beww. It is a question of how much it has been overestimated. 

Mr. Passman. It is a question of the interpretation of “greatly.” 
We have had similar trouble also in other places ? 

Mr. Bett. I would say everywhere. We have spent about $9 
million on roads in Jordan. 

Mr. Passman. How many miles of roads have been constructed for 
the $9 million ? 

Mr. Bett. I will have to supply that. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. PassMAN. Please provide the information for the record. 

Our of the $9 million we have spent for roads in Jordan, inform 
us as to the type of roads, the finish, the width, the mileage completed, 
the portion that is now under construction, and your estimates of 
funds needed to complete the present program as planned. 

Mr. Bett. We can give you a pretty good answer. 

Mr. Passman. At what amount do you estimate the total cost? 

Mr. Bett. I cannot do it at the moment, but I think we can supply 
the information. 

(The information follows :) 


Project No. 78-31-053—Roads : 











Cumiiintive-ebliestinns: (0 Gkiiscicenetincncncensneseddn.nseeaan $9, 379, 187 
Cumulative expenditures through Dec. 31, 1957._-._-------_---- 8, 097, 636 
| Primary roads Secondary roads 
oD ee ee eee OE WD... iccccnncdgeneaessscinions 88 miles, 
SS .!. ——EEEEeee ) SPER. ,ccopncuiadeninbsehaguiota 75 miles. 
Under construction.........-.--- BF TBR iicncend ccencanscsspecsnt 13 miles, 
Estimated cost to complete......) $1.2 million... .---------.........-. | 0. 
i iccncecnenestetosupnbosel Primary road standards 50 miles | Feeder road standards. 


per hour design, consisting of 2 
344-meter lanes and 2 1-meter 
usable shoulders, with an 8- 
percent maximum gradient. 


ah Ao 2 ot Ei wthiimndntwindl Penetration asphalt surface with | 15 centimeter compacted granular 
seal and chips (asphalt seal coat surface (crushed stone and 
covered with small stone chips gravel). 
rolled into the surface). 

hath dcenicsohacbbehakecainl 9 meters of which 7 are surfaced__..| 7 meters of which 5 are surfaced. 


JORDAN’S SUPPORT OF REFUGEES 


Mr. Passman. What contribution is Jordan making to the support 
of the refugees in that area? I think there are 975,000 refugees in 
the Gaza Strip, Jordan, Lebanon, and possibly Syria. Do you know 
how much money Jordan has contributed to the program ? 

Mr. Beti. To the U.N. fund? 

Mr. Passman. Yes. 

Mr. Laruram. Jordan’s contribution this year to that has been, 
until March 31, $37,000. 

Mr. Passman. Is that the total of the contribution made by Jordan ? 

Mr. Laturam. From July 1 to March 31 of this year, yes. 

Mr. Bex. I should point out in this connection that approximately 
600,000 of these refugees are in Jordan, that they do enjoy Jordanian 
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citizenship, so they have some benefit from Jordan other than what is 
measured by the contributions to the U. N. funds. 

Mr. Passman. I have been to Jordan. The refugees are in a pitiful 
situation. You would have to be rather hardhearted to leave that 
camp without tears in your eyes. It is a heartbreaking situation. 
The total expenditure for supporting a refugee is about $30 a year. 
This supports a bare subsistence. 

Mr. Betx. That is quite correct. 

Mr. PassmMAn. We are certainly not building up much goodwill 
among the approximately 1 million people who are in the refugee 
camps. 

The total amount of our contribution for the United Nations relief 
and works agency, UNRW4A, is $23 million. 

Mr. Murpuy. $23 million is the United States pledge. 

Mr. Passman. And we are contributing 70 percent of the total? 

Mr. Betz. That is correct. 


NATIONS CONTRIBUTING TOWARD REFUGEE SUPPORT 


Mr. Passman. How many nations are contributing toward the sup- 
port of the refugees ? 

Mr. Laturam. Thirty countries, approximately. 

Mr. Passman. That indicates we are humanitarians to some extent. 
The total cost of supporting the refugees in 1958 amounted to approx- 
imately $35 million, and our contribution was 70 percent of the total, 
or $23 million. Please indicate the percentage of the total contributed 
by each of the other 38 nations. 

Mr. Laturam. In the pledging session last October in the U. N. 30 
nations made pledges. There have been a few more since then that 
have made contributions. 

Mr. Passman. In addition to the 38 nations that shared in the 
financing of UNRWA, more have been asked ? 

Mr. Latruram. I said in October 30 made pledges and since then 
other nations have come in. The total I do not have at the moment. 

Mr. Passman. I am actually reading from your own report on the 
mutual security program. That is were I picked up the figure of 38 
nations. 

DESCRIPTION OF THE ROPEWAY IN NEPAL 


I think you have explained the ropeway. 

Mr. Beix. We supplied the information. 

Mr. Passman. What is the ropeway, Mr. Bell? 

Mr. Bet. The easiest way to describe it is to compare it to a ski 
lift. It is a series of towers at intervals, with cables connected, carry- 
ing small cars by means of which goods are transported over moun- 
tainous terrain from one point to another. 

You have a tower at one point and a tower at another. You have 
a picture of it in the material which is very graphic. 

Mr. Passman. How long is that ropeway ? 

Mr. Betu. In Nepal it is 28 miles. Here [indicating] is a drawing 
showing a profile of the ropeway. This is a part of the engineering 
drawing on this particular thing. It is a very economical way of 
moving goods over rugged country. 
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TECHNICAL ASSISTANCE IN AFGHANISTAN 


Mr. Taser. I have 3 or 4 questions that I would like toask. Will you 
please turn to Afghanistan? Why do you need to spend as much 
there? I wonder if this technical assistance is doing any good. 

Mr. Beii. You want to know whether the expenditure in Afghani- 
stan is worth it? 

Mr. Taper. Yes. 

Mr. Bett. I would like to answer this off the record if I may. 

(Discussion off the record.) 


TECHNICAL ASSISTANCE IN CEYLON 


Mr. Taser. At Ceylon we are spending $1,600,000. How does that 
help our situation ? 

Mr. Bety. Well, I think you would say in Ceylon we are providing 
primarily technical assistance with the objective of trying to keep the 
Ceylonese from looking for help in their development exclusively 
toward the Soviet bloc. The Soviets have offered a very substantial 
amount of aid in this part of the world and the Ceylonese have been 
very chary about it. They are anxious not to become pawns in the 
Soviet bloc. They are, at the same time, anxious to move forward. 
The provision of technical assistance to them is a means of maintain- 
ing a degree of westward orientation, or a degree of independence. 


AID TO AFGHANISTAN 


Mr. Taser. You have in here a setup involving Afghanistan. You 
have no military aid there. 

Mr. Bexx. No military aid. 

Mr. Taser. There is $3 million of technical cooperation and $5 mil- 
lion of special assistance. What is special assistance in that particu- 
lar place? 

Mr. Bett. In Afghanistan? 

Mr. Tazer. Yes. 


HELMAND VALLEY PROJECT 


Mr. Bex. Special assistance in Afghanistan is designed substanti- 
ally to continue activities in a number of projects, the most significant 
of which is the so-called Helmand Valley project, which is a develop- 
ment in the valley of the Helmand River, where we are assisting in 
irrigation and in the development of powerplants and the distribution 
of power. It is a sort of small type Tennessee Valley concept. 

Mr. Wiccteswortu. Was not that financed originally by the Ex- 
port-Import Bank? 

Mr. Betu. Yes, the Export-Import Bank put a substantial amount 
in there. 

Mr. Wicetrswortn. What are we doing there? 

Mr. Betx. Well, the Export-Import Bank, if I remember correctly, 
made loan directly to Afghanistan in the amount of about $40 mil- 
lion. This did not complete the project. The Export-Import Bank 
felt that they were unable to put further loans in the project after 
that first increment. The Afghanistan Government then requested 
assistance from the United States directly for the finishing of this 
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project. Upon the receipt of that request we gave it some considera- 
tion and sent out a special team of engineers from the Tudor Engi- 
neering Co. to review the entire status of the project and give us a 
report as to what, if anything, remained to be done; what was sensi- 
ble to do, and what was the order of timing, and so forth. 

This report indicated they would divide the project into two phases. 
The first phase they thought could be completed in approximately 3 
more years, that is, from a year ago. That would involve funds from 
1957, 1958, and 1959. 

The second phase they thought should be deferred indefinitely or 
20 or 25 years, until the first phase had been mastered, the feeling 
being you would have gotten to the point there where you would have 
more harness than horse; that you needed to concentrate on the use 
of the facilities rather than the further expansion of them. But 
they did come to the conclusion that gains from the investment 
already made would not be fully realized unless at least phase | was 
completed. The estimated dimension of cost for completion of phase 
1 was in the order of magnitude of $10 million. We put $2.75 million 
out of last year’s program for this purpose, so we are proposing to 
$3 million in this year, and we have estimated approximately the 

alance, or around $3 million, in 1959 to complete phase 1. That 
will, we hope, conclude the requirements for capital assistance to this 
particular project. 

i sg Is there any chance of the Export-Import loan being 

aid bac 
5 Mr. Bett. I doubt it seriously, though presumably Export-Import 
Bank felt differently. The project can in time, if people are actually 
resettled in the valley, and utilize the facilities, lean to pay divi- 
dends. They estimate that it could make a return of as much as $10 
million a year. 

Mr. WiccieswortH. Will they ever be able to pay the cost of 
operation ¢ 

Mr. Bett. I believe they will. 

Mr. Wiccteswortn. Do you know what that cost is? 

Mr. Bett. We have made that calculation. 

Mr. WiccteswortH. Has it been furnished for the record ? 

Mr. Bewx. Yes. 

Mr. Taser. What is the amount expended to the latest possible date 
that you have? 

Mr. Beuu. I might say while we are looking the figure up I find a 
quote from the Tudor Engineering Co. on this project. 

The current program of supplying irrigation water has already produced an 
estimated average of additional income in the upper Helmand Valley of nearly 
$10 million a year. It is estimated with the completion of the program, the 
development proposed in this report, the additional gross income will increase 
to about $24 million a year within the next 6 years. 

I must say myself that is optimistic, but that is what the engineer- 
ing fellows thought was possible. They had no particular interest 
one way or the other. 

Mr. Taser. Don’t they always get out a good estimate because that 
makes more jobs? 

Mr. Murrny. The expenditures as of the end of March, Mr. Taber 
were $5.5 million. ’ 
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Mr. Taser. In other words, you have about money enough to carry 
through half of next year anyway ? 


Mr. Murruy. Yes; probably we will not make that $9.5 million in 
Afghanistan this year. 

Mr. Taser. If you make $7.5 million you will be lucky. 

Mr. Mourruy. It would be nearer that figure at this point. 


UNLIQUIDATED OBLIGATIONS IN EGYPT 


Mr. Taser. Now we will discuss Egypt. You see no possibility of 
spending that $13 million in the coming year, do you? 

Mr. Betx. That depends entirely on the course of political de- 
velopments. I would be loath to speculate on that. It is not my 
responsibility, in the first place, and it would not be worth very much, 
in the second place. 


Mr. Taser. It looks to me like there is $13 million velvet that could 
be used for something else. 


AID TO GREECE 


Now we will take up Greece. I notice for the current year you have 
an allotment of something like Next year you are figuring 
on You seem to have had $———— for expenditure in 1958 
for military aid. Is Greece coming along and holding its end up 
pretty well from a military standpoint? 

Mr. Suurr. Yes; they are coming along and holding their end up 
very well indeed in the military end of the business, 

Mr. Taser. You will probably be spending more than the amount 
set up in here for military assistance; 1s that right? 

Mr. Suurr. Spending more than the amount set up here? 

Mr. Taper. Yes. 

Mr. Suovrr. If you are talking about expenditures in 1959, I would 


think that there would be more expended than what we are asking 
for. 








VALUE OF TECHNICAL ASSISTANCE IN INDIA 


Mr. Taser. In India you seem to have a picture of large expendi- 
tures for technical cooperation. Is that really going ahead and doing 
those people any good ? 

Mr. Bru. I think the technical cooperation program in India is a 
very useful and effective one; yes. It is terribly hard to measure 
precisely what the effect of any technical cooperation program is, 
particularly in a country with a population of this size; neverthe- 
less—— 

Mr. Taser. You do not seem to have anything down for the fiscal 
year 1959 in new programs except technical cooperation and develop- 
ment assistance. 

Mr. Bei. There is no development assistance this year, and there 
is none proposed for 1959. We do not have that category this year. 
The only assistance out of this particular bill specifically proposed 
for India is technical cooperation. 

Mr. Taser. That is the only item? 

Mr. Bett. Yes. 

Mr. WiccLEeswortH. Plus any development loans? 

Mr. Bett. Plus what might be done under the development loans. 
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PROGRAM IN IRAN 


Mr. Taper. In Iran you seem to have about the same amount as 
last year. Is that running along in good shape? 

Mr. Bett. Yes. I would say reasonably well. We are moving in 
Iran from a point a few years ago where we had a very large and ex- 
tensive program into something more of a lower level constant tech- 
nical cooperation program. I think the program is doing well and is 
working well. 

Mr. ‘Taser. How many of our people are in there in the Navy, Army, 
and Air Force? 

Mr. Suurr. There are 369 authorized for fiscal year 1958, Mr. 
Taber. It is a training mission as well as a MAAG, and there are a 
good many of our people assigned right with the Iranian forces. 

Mr. Gary. The committee will come to order. 

Mr. Taser. You may resume. 

Mr. Taser. I asked you about the program for Iran and it seems 
there is supposed to be 247 military, is that right? Is that the ob- 
jective ? 

Mr. Suvurr. No, sir: I would prefer this off the record. 

(Diseussion off the record. ) 

Mr. Taser. I mean, United States military strength. 

Mr. Suurr. We were talking about 369 military personnel. 

Mr. Taner. The book shows 247. Maybe you are right. 

Mr. Suurr. I am sorry, sir, the 247 are military personnel. The 
369 includes indigenous and United States civilians. 

Mr. Taner. Do the military act as training officers ? 

Mr. Suvrr. This is a military mission as well asa MAAG. They 
are stationed right with the Iranian troops and in addition to MAAG 
functions, they do some of the traiming right in the field along with 
the troops. 

Mr. Taner. They seem to have an active military strength there. 

Do you want this in the record ? 

Mr. Suvurr. No,sir. May we go off the record ? 

(Discussion off the record.) ' 

Mr. Suurr. They are doing considerably better with their mili- 
tary. Last summer when we were over there to look at the progress 
they have been making, we saw one of the gratifying things that you 
do not see too often. They had established a vehicular rebuild op- 
eration where they had taken some of the beat-up old trucks that 
were formerly assigned to the Persian command and rebuilt the en- 
gines and reworked the frames and the bodies. They did a complete 
overhaul job in pretty primitive surroundings but with some modern 
tools. Anyway, they turned out as good as new trucks on a rebuilt 
basis. 

Mr. Taser. They did it themselves? 

Mr. Suvrr. We assisted them, sir, but they are doing the work 
themselves and at this point they are organized. 

Mr. Taper. You seem to have an item in here for construction run- 
ning into practically $-——. 

Mr. Suurr. Is this Iran, sir? 

Mr. Taser. Yes; that is on page 66. 

Mr. Suurr. May I answer off the record ? 

(Discussion off the record.) 
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Mr. Taser. That is new money ? 

Mr. Suorr. Yes, sir. That is largely for cantonment areas to get 
the troops housed out in the field. 

Mr. Taser. Iran is quite a mountainous country ? 

Mr. Suvrr. It is in that section, sir. It is a mountainous section 
throughout. The mountains run from the northwest to the southeast, 
and then there are some mountains in the central part of the country. 
It is mountaineous along on the eastern frontier, which is the frontier 
with Afghanistan. 

Mr. Taser. The Caspian Sea seems to come right down to the 
border. 

Mr. Suurr. It does, sir. 

Mr. Taser. But there is a Russian boundary as well? 

Mr. Suurr. There is, sir. 

Mr. Taser. What is the altitude? 

Mr. Suurr. I do not know what the altitude is, but it is very 
mountainous all through that northwest portion of the country. There 
are some natural defenses there, in that whatever kind of ground force 
comes into there will have to come through defiles, 

Mr. Taser. Through the pass? 

Mr. Suurr. Yes, sir; through various passes that exist there. The 
mountains are quite high and the valleys quite narrow and deep. 


PROGRAM IN IRAQ 


Mr. Taper. Iraq; you are spending a little more there this coming 
year than you did previously; is that it? 

Mr. Suourr. Yes, that is right. From a military point of view 
we are. Both of these countries, Mr. Taber, are members of the 
Baghdad Pact and as such we feel that with considerable more train- 
ing they not only can do a job of internal security, but they may some 
day be Seeearht to a state of professional readiness that will give them 
greater capability. 

Mr. Taser. These are all, practically all, anyway, infantry; are 
they not? They might be mounted on trucks? 

Mr. Suurr. They have a balanced program. They have guns and 
they have small air forces. From the point of view of naval opera- 
tion, they have some small patrol-type ships. They do not have any 
capital ships. They operate in restricted waterways, the Persian Gulf 
and so on, but they do have a balanced army program. They have 
tanks. Iraq, as a case in point, has been supplied by Great Britain 
and, to some extent in time past, so that they have a considerable 
oe of British materiel, Centurion tanks as well as our own 
tanks. 

Mr. Taser. Is this country much of a petroleum producer? 

Mr. Suourr. Yes, sir; it is. It is not so much of a petroleum pro- 
ducer as some of the others, but they do have a capability for proven 
oil reserves. 

Mr. Bell, do you have any more detail on how they rate? 

Mr. Bett. It is a very substantial oil-producing country. 

Mr. Taser. About a million tons? 

Mr. Bex. Oil production in Iraq was pretty high, 

Mr. Lathram, do you have that figure? 
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Mr. LatHram. Last year the figure was 440,000 barrels a day. 
The highest production was in Kuwait, with over a million barrels 
aday. Llran produced 725,000 barrels a day. 

Mr. Bex. Lraq produced half as much as Saudi Arabia. 

Mr. Taser. How about Iran? 

Mr. Bett. In Iran it is roughly two-thirds. 

I beg your pardon. I mean that Iraq is two-thirds of Iran. 

The figures are Saudi Arabia 990,000 barrels a day and Iran 
725,000. 

Iraq is still a major oil-producing country. 

Mr. Taper. Mostly export? 

Mr. Bett. Yes, sir. 

Mr. Taser. Mostly local ? 

Mr. Bett. Exports were $438 million in 1956. 

Mr. Taser. They have a pretty fair setup in the way of military? 

Mr. Suurr. They have, sir, and largely as a result of a considerable 
eer of training they have gotten over a period of time from Great 

ritain 

Mr. Wiccteswortn. I think someone told us about an item for spe- 
cial assistance that ought to be off the record at this point. 

(Discussion off the record.) 

Mr. Taser. I notice that you have only 16 military personnel there. 

Mr. Suurr. Yes, sir. We have a very small MAAG there. That 
is largely as a result of the fact that the British Government have 
the training responsibility there. 

Mr. Taser. The British are operating in there as well as ourselves? 

Mr. Suurr. Yes; that is correct. 

I would like to go off the record for a moment. 

( Discussion off the record.) 





PROGRAM IN JORDAN 


Mr. Taser. In Jordan the major item seems to be special! assistance. 

Do you want this in the record or not? 

Mr. Morruy. As long as the amount is not given, sir; it is all right. 

Mr. Wiccteswortn. What is that? 

Mr. Betx. That assistance for Jordan has been divided. We are 
now at about the $30 million figure for 1958 and $20 million of that 
has gone for direct budgetary support and $10 million for development 

rojects. 
> Mr. Taper. There is not much military assistance there; is there? 

Mr. Suurr. Mr. Taber, there is no military assistance. 

However, what Mr. Bell has said applies to the military as well. 

Perhaps this should go off the record. 

(Discussion off the record.) 


SUPPORT OF REFUGEE CAMPS IN JORDAN 


Mr. Taser. Getting back to Jordan, that is where most of these 
refugees are located; is it not? 

Mr. Bett. That is correct. 

Mr. Taser. In what way is the support of that group handled? 

Mr. Betu. With direct support to the refugees in the sense of sub- 
sistence allotment of food. It is handled through the United Nations 
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Relief and Works Agency. We contribute 70 percent portion of the 
; total budget and there is no direct provision in this program for any 
direct allocations to refugees as such, other than the contribution to 
the United Nations Fund. Our hope is, and our efforts are, to en- 
courage through the project development program the maximum 
merger of these people into the national life and the actual settlement. 

Perhaps I had better go off the record a moment. 

(Discussion off th record.) 

Mr. Taser. Is it about about $25 per year as to what we handle in 
the refugee class? 

Mr. Bewu. I think that Mr. Labouisse told me that he figured that, 
roughly, he fed them on 14 cents a day. 

Mr. Taser. It cannot be that much. At that rate a dollar would 
only last 7 days and you gave them $23 million. That is about enough 
to last them 6 months on that basis. 

iH Mr. Morreuy. They get half as much again approximately from 
the other countries. Our contribution is about 70 percent, and there 
is also, I understand, some contributions in kind which take the form 
of edibles. 
When Mr. Labouisse quotes a figure of 14 cents a day he is putting 
a total value on all contributions, I am sure. 
Mr. Taser. That largely is a military job, is it not, as far as you 
are concerned ? 
Mr. Suurr. Yes, sir; we have a military program there. Perhaps 
the rest of this ought to go off the record. 
(Discussion off the record.) 
Mr. Taner. Is their Government holding up pretty well or is it 
j slipping? 
Mr. Bett. They are holding on by their teeth at the moment. 
Mr. Taser. You do not have any personnel in there at all, have you. 
That is, either military or civil ? 
Mr. Bett. We have the economic mission people there but no 
military. 
Mr. Suurr. The program, as such, is run by the attachés attached 
to the Embassy. There is no military assistance advisory group. 


SECRETE PTS 


SF IIA. 


PROGRAM IN ISRAEL 


Mr. Taser. What about Israel ? 

Mr. Bett. Special assistance to Israel, both this year and that pro- 
posed for next year, is entirely in the form of sales under section 402 
of surplus agricultural commodities. 

a Taser. That does not appear in the development assistance 
at all? 

Mr. Betz. No, sir; the development assistance was in 1957. There 
were no further outlays on that. 

Mr. Taxer. Special assistance is for what purpose? 

Mr. Betu. It is entirely to provide agricultural imports to Israel 
in the form, as I said, of sales under section 402 of the act. These 
provide essential agricultural commodities which they require for 
their consumption. Obviously, that makes it possible for them to 
use their earnings in other ways. 
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PROGRAM IN NEPAL 


Mr. Taser. You have a small amount for Nepal. That is mostly 
special assistance and technical assistance ? 

Mr. Bet. That is correct. That is for projects in Nepal. Special 
assistance is primarily for two kinds of projects: surveys, including 
mineral surveys and industrial development surveys, and transporta- 
tion, including road development, suspension bridges, and public 
works. 

AID PROGRAM IN PAKISTAN 


Mr. Taser. In Pakistan, it appears that you have quite a program 
there. 


Mr. Betx. Yes. 

Mr. Taser. What have been the expenditures there from 1950 to 
date ? 

Mr. Suurr. In 1958 on the military side in Pakistan it has been 
$———. Through 1958 it has been $——. 

Mr. Taser. That is what I wanted—your actual expenditures down 
as near as possible to the latest date. 

Mr. Bett. On the economic side, Mr. Taber, the actual as of 
March 31 was $58,724,000. 

Mr. Taser. And the military in that same period of time is what? 

Mr. Suurr. $——— through March 31, Mr. Taber, as against an 
estimate for the whole year of $———. 

Mr. Wicecieswortu. Are our deliveries in arrears ? 

Mr. Suurr. No, sir; judging by the looks of these figures, they are 
just about on schedule. 

Mr. Wice.eswortu. Pakistan is one of our strongest allies; is it 
not? 

Mr. Suurr. It is, sir, and the Pakistani soldier is renowned 
throughout this area, and around the world. They were the finest 
hard core of the British troops in that part of the world when the 
British were there. 

Mr. WieeteswortH. Much like the Turks in fighting ability ? 

Mr. Suurr. Yes, sir; that is right. 

Off the record. 

(Discussion off the record.) 

Mr. Wiceteswortn. Are they in SEATO as well as the Baghdad 
Pact ? 

Mr. Suurr. Yes, sir. 

Mr. Taser. How many of our military people are involved in this? 

Mr. Suurr. Sixty-nine, sir, with 1 United States civilian and 53 
indigenous personnel for a total of 123. 

The Army element of this MAAG, Mr. Taber, is located at a place 
called Rawalpindi, which is in Northern Pakistan, 900 miles from 
Karachi. The army element is stationed with GHQ Pakistan Army. 

Mr. Taser. What is the relationship presently between East and 
West ? 

Mr. Suurr. Well, East and West Pakistan are major political sub- 
divisions of Pakistan, but they are separated geographically by some- 
thing in excess of 1,000 miles of Indian territory. The country is 
governed out of Karachi, which is in West Pakistan. East Pakistan 
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is agriculturally more important, — a preponderance of the cash 
crops of the country in rice, jute, and other marketable products. 

Mr. Bett. These two parts are very different kinds of places, and 
they are different kinds of people. They are a different race and 
speak a different language, and have a different economy. 

Mr. Taser. The soldiers are almost all from the west ? 

Mr. Snurr. There are some soldiers in the east, but the preponder- 
ance of them are in the west. 

Mr. Bett. The origin of the soldier is almost entirely from the west, 
and the northwest frontier. Punjab historically provided the soldiers. 

Mr. Taner. The population seems to be 85 million, 

Mr. Betx. Fifty-five percent of the population is in East Pakistan 
with 15 percent of the land. This is a terribly crowded area with 
700 people per square mile, trying to farm. This is a lush delta area 
with rice and jute growing, and West Pakistan is desert and moun- 
tains, and nomadic in nature. 

There cannot be two more different places. They are joined to- 
gether in the Federal Union with their constitutional problems 
involving great questions over the powers of the state and powers of 
the Central Government. They are somewhat disappointed that they 
have not settled this problem in a few years. 


PROGRAM IN SAUDI ARABIA 


Mr. Taner. In Saudi Arabia all of our aid is of a military nature? 

Mr. Bewx. For 1959; that is correct. 

Mr. Suorr. Of that military, Mr. Taber, the lion’s share of it is 
construction and training. Of the and something, in the neigh- 
borhood of is for construction and training. 

Mr. Taner. There are a few aircraft, but not very many ? 

Mr. Suourr. Yes, sir. 

Off the record. 

(Discussion off the record.) 

Mr. Taser. They are more desert-type Arabs than those from the 
mountains, are they not ? 

Mr. Suorr. Yes, sir; Saudi Arabia is largely desert and oil. 
mar. Taser. That is about all there is in the line of products, is it 
not ¢ 

Mr. Suorr. I think they are not agrarian commercially. I think 
that whatever agrarian society they maintain is enough, perhaps, for 
their own. 

Mr. Bert. They are primarily sheep herders and are of a nomadic 
nature. They deal in camels and sheep. They have 3.7 million sheep 
and 2 million goats, as well as 300,000 camels, 40,000 donkeys, and no 
elephants at all. 

Mr. Taser. Do the Pakistan people have elephants? 

Mr. Beix. There are elephants in East Pakistan, yes, sir; and they 
go elephant hunting there. 

They use the elephants in the forests in East Pakistan for logging 
operations right alongside of the DA tractors. There are some things 
that the elephants can do which the DA tractor cannot do, particu- 
larly getting in among the trees for selective cutting. 
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PROGRAM IN SUDAN 


Mr. Taser. In the Sudan, what are you doing with the money 
requested ? 

r. Bett. In Sudan we have not done anything yet. We are still 
in negotiations. There was a bilateral agreement signed with Sudan 
in the middle of March. 

Mr. Tazver. You have not spent any money as yet ? 

Mr. Bett. We have not spent any money yet, but we expect to 
obligate money this month. 

Mr. Taper. You have $4.5 million that was set aside for them in 
1958, and you spent only how much ¢ 

Mr. Bett. We have spent nothing yet. 

Mr. Taser. You have spent nothing? 

Mr. Bett. We may have spent a few dollars for sending a mission 
or a group out, but no money on the program. 

Mr. Taper. The program is what? 

Mr. Bett. The program is in the process of negotiation at the 
moment. We expect to work in agriculture and road development 
and education. We also expect to — some help for setting up 
a communications radio system which we hope will provide some 
EE to the inhabitants other than that they derive from radio 

airo. 

PROGRAM IN TURKEY 


Mr. Taser. What about Turkey? There you have a program of 
about this current year. 

Mr. Bett. The Turkish economic situation, I might say, is in a very 
unhappy state at this moment. 

Mr. Taser. That is why we have all of that economic assistance? 

Mr. Betu. I was going to suggest that this might be less than they 
would need. 

Mr. Taser. This breakdown might be less than you will have to use? 

Mr. Beut. I think it is quite possible. 

Mr. Taser. What about the military end of it? 

Mr. Bett. I am talking about the economic situation. 

Mr. Suurr. We have a very substantial program in Turkey. 
Turkey is, as you know, a NATO country as well as a Baghdad Pact 
country. It has a very significant military establishment. Its people 
are known around the world for their fighting ability. I think that 
our program this year represents a tightening up of the military 
assistance to Turkey and a coordination of the forces that they have 
in backing up NATO and the Baghdad Pact. 


Mr. WiccLEswortH. It seems to be considerably less in 1958 than 
in 1957. 


Mr. Suourr. Yes, sir; that is right. 


Mr. Taser. You have quite a block of military personnel there, do 
you not? 

Mr. Suourr. Yes, sir; that is right. 

Off the record. 

(Discussion off the record.) 
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PROGRAM IN YEMEN 


Mr. Taper. In Yemen you have a technical assistance program ? 
Mr. Bet. This is more an expression of hope than an expression 
of actuality. 


oe Taser. You do not expect that is going to be used much; do 
you 

Mr. Bex. I am reasonably certain, and in fact, we have already 
adjusted internally since this program was published to an expecta- 
tion of no funds in 1958 at all, other than the cost of a survey of, 
perhaps, $2,000. 

In 1959 it would depend upon what attitude develops in this coun- 
try. I would not say myself that there was a present immediate 
likelihood of change, but this is a part of the world where it is abso- 
lutely unpredictable. The ruler of Yemen has complete powers— 
spiritual, temporal—and rules according to his change of mood. 

Mr. Taper. And he does not like us at the present time? 

Mr. Betz. Well, he thinks we have not offered him enough. 

Mr. Taser. I think that is all I have. 

Mr. Gary. Mr. Wigglesworth, do you have any questions? 


Mr. Wiceteswortu. I think most of my questions have been 
answered. 





PALESTINE REFUGEES 


I notice the Palestine refugee item is going up a little bit. Is that 
because of an increase in population ? 

Mr. Bett. No, sir; I think that simply means—I am sure it is not 
due to an increase in population. Do you know of the reason for the 
increase? 

Mr. Latnram. It would have to be said there has been an increase 
in population and costs and services of the Palestine refugees. An 
additional reason for the increase, however, is to make possible the 
reinstatement of some elements of the rehabilitation program that had 
to be cut back a couple of years ago because of inadequate funding 
not only from the United States, but from other countries. If there 
is any hope other than basic settlement of the refugee problem for 
some amelioration of the condition it is through rehabilitation of 
some of the refugees. 

The prime increases in the UNRWA budget proposed for the com- 
ing year were therefore in terms of population increase, increasing 
costs and the reinstituting of some elements of the rehabilitation 
program. 


COMPARISON OF AID REQUESTS FOR SEVERAL YEARS 


Mr. Wiccieswortn. Mr. Murphy, this may be in the record al- 
ready, but in case it is not, and just to pull everything together, as I 
understand it, for the Near East and south Asia as a whole the total 
request is $589 million plus, compared to $637 million in the current 
year, and $803 million in fiscal 1957? 

Mr. Mcrpny. That is correct, sir. 

Mr. Wiccreswortn. So there has been a steady decrease in this 
request over a 3-year period ? 

Mr. Mourpny. Yes, sir. 
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Mr. WicerEswortH. And, if we look at the military assistance, the 
figure for 1959 is $279 million compared with $339 million in the 
present year, and $362 million in 1957? 

Mr. Morreny. That is correct. 

Mr. WiccieswortH. That shows a corresponding decrease in the 
3 years ¢ 

Mr. Murpuy. Yes, sir. 


ESTIMATED UNOBLIGATED BALANCE AT END OF FISCAL YEAR 1958 


Mr. Wiccieswortu. And I believe you told us that every cent of 
that would be obligated as of the end of fiscal 1959 except for the 
fact that worldwide it is anticipated that there would be a $25 million 
unobligated balance; is that correct ? 

Mr. Murpny. In fiscal 1958. 

Mr. Wiceieswortn. Fiscal 1958, or fiscal 1959 ? 

Mr. Moreny. 1958. 

The $25 million, sir, is the estimate of the unobligated amount in 
the military as of June 30, 1958. 

Mr. WiceLeswortH. What is the situation as of the end of 1959? 

Mr. Morrny. By June 30, 1959, at the present moment we antici- 
pate no unobligated balance. We expect to fully obligate the funds. 

Mr. Taser. How near to being obligated do you figure the funds 
will be for 1958 at this time? When you came up here first, back 6 
weeks ago, you said it would be about $25 million, but that probably 
has grown a little. 

Mr. Suurr. We feel, Mr. Taber, that will be extremely close. Mr. 
Shaw, the Controller, can possibly give you a very late figure on the 
subject that will indicate that we are getting very close to it now, sir. 

Mr. Suaw. Mr. Taber, all the money available has been apportioned 
by the Bureau of the Budget as of now. 

Mr. Taser. I know, but how about the actual obligations? You 
might still have quite a little left on that. 

Mr. Suvrr. Is it $40 million, Mr. Shaw ? 

Mr. Suaw. No; that is allocated or reserved. The last figure we 
have on obligations on a gross basis was $1,423 million at the end of 
April. Our plans would indicate that there will be no question but 
that we will obligate all except $25 million of our military assistance 
money this year. We have programs that we will not be able to 
fund, and they are all ready to go and they have been cleared, but 
we will not have enough money to finance all the military assistance 
projects that have been prepared for fiscal 1958. 

Mr. Wicerreswortn. Just to complete the picture, if we look at the 
economic totals, the figure for 1959 is $309 million compared to $298 
million in the current year, and $440 million in fiseal 1957? 

Mr. Betx. That is right. 

Mr. Wicereswortu. So there is a little more which you are request- 
ing for 1959 than 1958, but it is very ‘much less than in 1957? 

Mr. Murpny. That is correct, sir. 

Mr. Wicereswortn. What is the story as to the unobligated bal- 
ances, if any, at the end of 1959, with regard to the economic funds? 

Mr. Mureny. Weare sticking, Mr. Wigglesworth, with our estimate 
that we would use substantially all the money by June 30 of 1958. 

Mr. Wiceiteswortu. And how about 1959? 
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Mr. Murry. At the end of 1959 we expect that we will obligate 
everything that the Congress will appropriate or that is requested 
here, easily. As Mr. Bell has indicated, there are at least two coun- 
tries in the area here where in 1958 there is some question about our 
ability to get the obligations by the end of the year, and we have other 
agreements in other countries that are unfulfilled at the moment, and 
our expectation is that those funds will be used to meet those other 
requirements, and we still expect to end the year 1958 with no unob- 
ligated funds to speak of. 

Mr. Wiccieswortu. I believe that is all I have, Mr. Chairman. 

Mr. Gary. If there are no further questions, we thank you, gentle- 
men, for a rather full and complete hearing on the Middle East. 

Mr. Bex. We enjoyed being with you, sir. 

Mr. Gary. The Committee will now stand adjourned, until 10 o’clock 
tomorrow morning. 


Wepnespay, JUNE 11, 1958. 
FAR EAST 
WITNESSES 


HON. WALTER S. ROBERTSON, ASSISTANT SECRETARY OF STATE 
FOR FAR EASTERN AFFAIRS 

CHARLES H. SHUFF, DEPUTY ASSISTANT SECRETARY FOR MILI- 
TARY ASSISTANCE PROGRAMS, INTERNATIONAL SECURITY 
AFFAIRS, DEPARTMENT OF DEFENSE 

RAYMOND T. MOYER, REGIONAL DIRECTOR, OFFICE OF FAR EAST- 
ERN OPERATIONS, INTERNATIONAL COOPERATION ADMINIS- 
TRATION 

J. GRAHAM PARSONS, DEPUTY ASSISTANT SECRETARY OF STATE 
FOR FAR EASTERN AFFAIRS 

MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS, DEPARTMENT OF DEFENSE 

MISS HELENE GRANBY, CHIEF, FAR EAST PROGRAM STAFF, ICA 

J. E. MURPHY, CONTROLLER, ICA 


Mr. Passman. The Committee will come to order. 

We shall continue this morning our consideration of the requests 
for the foreign aid program. 

We have present with us the Honorable Walter S. Robertson, the 
Assistant Secretary of State for Far Eastern Affairs; Mr. Charles H. 
Shuff, Deputy Assistant Secretary for wr assistance program 
International Security Affairs, Department of Defense; Dr. Raymon 


T. Moyer, Regional Director, Office of Far Eastern Operations, Inter- 
national Cooperation Administration; and we are honored also to 
have the Honorable J. Graham Parsons, Deputy Assistant Secretary 
for Far Eastern Affairs and, I believe, former Ambassador of Laos; 
and other distinguished witnesses. 
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Gentlemen, we are pleased to have you before this committee. 

I am sure the Secretaries and the other distinguished witnesses 
appreciate that the Appropriations Committee is charged with the 
responsibility of obtaining all possible information on money requests 
and to consider the requests upon the basis of the actual testimony 
presented to the committee. 

I do not think it would be out of order for me to mention at this 
time the status of the daily Treasury statement, a copy of which is 
received each morning by the Members of Congress. 

As of June 5 it is indicated by the statement that we had deposited 
in the Treasury since last June 30 a total of $70,886,380,820.78. Dur- 
ing that same gg withdrawals were $77,241,614,361.82, which ex- 
ceeds deposits by $6.5 billion. That fact alone should prompt Mem- 
bers of Congress, especially members of the Appropriations Commit- 
tee, to endeavor to recommend for the various departments all the 
money they need for the proper type of operations, but not more than 
they need. 

The public debt is now rising above $275 billion. 

I think I should also state for the record that in the past three 
years, the budget estimates for this foreign aid program have been 
reduced by $2,214,821,750, and it is admitted that the reductions have 
not affected the program. 

I might further state that our distinguished co-equals in the Sen- 
ate accepted, in the final action, the recommendations of the House 
Appropriations Subcommittee, through respect of our long, tedious 
cand examination of the program, and the ** nate Subeommit- 
tee on Appropriations receded in conference in favor of the House 
Subcommittee on Appropriations during the 3-year period in the total 
amount of $1,125,1 16,750. 

I wish to assure the distinguished witnesses appearing this mornin 
that it is my intent in my official position—regardless of my persona 
inclinations about the program—to be as fair and impartial as it is 
possible for a Member of Congress to be in marking up this bill, and 
to make sure that the Department is given adequate funds to carry 
out these programs. Our job is to endeavor to take out the difference 
bet ween the request and the actual need, using as a guide the history 
and testimony and other evidence that is before us, especially in the 
past few years, as to the excess amounts requested for the program in 
the beginning. I make that observation for fear of some misunder- 
standing on the part of the witnesses as to the chairman’s position. I 
shall support this bill in an amount which this committee decides is 
sufficient to carry out our commitments. 

We certainly have a committee here that will mark the bill accord- 
ing to the needs, and not according to wishes. I think it will please 
the witnesses to be aware of that fact. 
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We have three statements to be submitted this morning. It was 
suggested by Mr. Gary that probably we should have started this 
session later as the House bells will be ringing. However, we shall 
alternate, and Mr. Gary will preside while I am out of the room. 


SUMMARY FINANCIAL TABLES 


Will you please place in the record the unclassified portions of pages 
3, 5, 7, 9, 10, and 11 of the justification book ? 
Far East REGIONAL 


Summary of mutual security programs by function 


{In thousands of dollars] 























| 
Program 
Function 
| Actual, | Estimate, Proposed, 
| fiscal year fiscal year fiscal year 
| 1957 1958 1959 
eae |- i mi dice decent 
Military assistanee__________._-___- dl ene Eid 616, 336 398, 830 339, 120 
Economic assistance: SULT 
i arisen invitee miniemcatiigen ana wip omeaegepaal 769, 563 | 1 §32, 310 595, 000 
Development assistance : seiko. 4,717 | WF Oe loncadun : 
Technical cooperation suk diocese baad cca 36, 198 | 33, 750 33, 000 
Special assistance - _- ; | : 1,000 6, 000 
Other programs 31,973 | 3 81, 277 st 
bi retenniats ‘ senate. 
Total economic assistance ee | 812, 451 75, 3: 634, 000 
Total all programs.__- on . Le 1, 428, 787 | 1, 074, 167 | 1, 033, 120 








1 Excludes $3.69 million of prior-year Indochina recoveries applied to fiscal year 1958 program in Laos. 
2 Reappropriated fiscal year 1957 development assistance funds. 
3 Financed from President’s fund for Asian Economic Development, 


istimated obligations and expenditures 


{In thousands of dollars] 























Programed | Delivery ex- Jnliquidated 
penditures 
Military assistance: 
Cumulative June 30, 1957_ ia atm 4, 017, 472 3, 199, 180 | R18, 292 
Estimate, fiscal year 1958 ____...__- bib ti edees aoe 398, 830 532, 400 xX 
Cumulative, June 30, 1958 ia aoe dl et p peek elemmaaiae ‘ 4, 416, 302 | 3, 731, 580 684, 722 
Obligations Expendi- Unliqui- 
tures dated 
aiiine = = sete ee ol | intelli 
Economic assistance: 
Cumulative, June 30, 1957. ea eee 4, 456, 143 | 3, 654, 755 801, 388 
Estimate, fiscal year 1958_ sila : 675, 337 698, 388 XX 





Cumulative, June 30, 1958. -- 


aioe hee 5, 131, 480 4, 353, 143 778, 337 
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Military assistance 


[All values in thousands of dollars] 


Annual programs 


























Delivery expenditures, fiscal year 
1950-58 programs 
Value Proposed, fiscal year 
1959 Estimate, Cumula- | Fiscal year 
aa cae: ee ___| fiscal year | tive, June | 1959 and 
1958 | 30,1958 | later 
Fiscal year | Fiseal year| Quantity | Value 
| 1987 1958 | 
a Rican eles | = Mininatalies ED atecinsial aaa ad inna 
| | 
Far East. 616, 336 | 398, 830 (4 399, 120 | 532,400 | 3,731, 580 | 684, 722 
Cambodia... XX | XxX | (@ xX XX | XX | XxX 
China | | | | 
(Taiwan).._| XX XX | XX XX XX | XX 
Indochina....|_-- | ) | XX XX XX 
Indonesia_ ---| (*) ar | XX | ‘ 
Japan | XX XX (‘) XX | XxX | XX XX 
eis... ee XX | () 5.-- |. Se Ghee Be Se 
Laos _- XX XX () XX | XX | XX | XX 
Philippines..| XX XxX (1) Xx x | = 4 Ze 
Thailand XX | XX (1) XX XX | XX XX 
Vietnam _. XX xX | (1) | XxX XX xX XX 





| 
| 


1 Not applicable. 


NotTe.—XX denotes deletion of classified material. 


Military assistance programs 


[All values in thousands of dollars] 


Fiscal year 1957 Fiscal year 1958 


ciate Special Esti- Country] Special Esti- 








program materiel | mated | program | materiel| mated 
program| total | |program| total 
Far East 616, 336 | (157, 254) | (773, 590) | 398, 830 | (266, 127) | (664, 957) 
Cambodia _- XxX XX aay | oe XX xX 
China | j 
(Taiwan) XX | XX XX XX | XX XX 
Indochina. - 
Indonesia } 
Japan XX Ext 3 XX XX | XX 
Korea XX XX XxX XX XX XX 
Laos XX xe.) ee | XX xx XX 
Philippines - XX XX | XX | XX XX XX 
Thailand XX XX XX | XX aa | Xk 
Vietnam XxX PS eet ee a ee 
| 





Nore.—XX denotes deletion of classified material. 


58 60 


25164 


Fiscal year 1959 
} 





| = 
Country} Special | Esti- 
| program | materiel | mated 
| program); total 


j 


| 399, 120 | (206, 696) | (605, 817) 


xx XxX 





xx | 
| 

XX | XX | XX 
i 

XxX XxX XX 

XX XX XX 

XX XxX XX 

XX XxX XX 

XX xx XX 

| XxX XX XxX 
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Mr. Passman. If our distinguished Secretary, Mr. Robertson, is 
ready to proceed, we shall be pleased to hear your statement, sir. 


STATEMENT OF THE ASSISTANT SECRETARY OF STATE FOR Far Eastern 
AFFAIRS 


Mr. Rosertrson. Thank you, Mr. Chairman, and may I say I ap- 
preciate very much your gracious personal references to me. 

I welcome this opportunity to appear before the House Committee 
on Appropriations in support of the mutual security program as sub- 
mitted for the fiscal year 1959. The immediate question before us 
relates to the precise amounts to be appropriated ion the mutual se- 
curity program this coming year. On this subject you will also be 
hearing from Mr. Charles H. Shuff, Deputy Assistant Secretary for 
Military Assistance Programs, Department of Defense, and Dr. Ray- 
mond Moyer, ICA Regional Director for the Far East. My statement 
will be in two parts. The first part will be addressed generally to 
the critical importance of an adequate mutual security program in 
terms of our policies and interests in the Far East—the area of my 
official responsibility. The second part will deal specifically with 
aid to Laos, owing to the special interest evinced by this committee. 

The area we call the Far East includes Japan, Korea, China, the 
Philippines, Vietnam, Laos, Cambodia, Thailand, Burma Malaya, 
Indonesia, Australia, and New Zealand. The most significant fact 
about this vast region is that most of these countries are in a stage 
of momentous transition. Eight of the eleven Asian countries of 
the area have achieved their independence since World War II. They 
zealously guard their newly won independence and are sensitive to 
any infringement of their sovereignty. Scourged for centuries by 
poverty and illiteracy, the people of these countries are urgently seek- 
ing improved conditions of life. The governments of these countries 
are eae great pressure to show evidence of rapid economic eee 
Failure in this regard would render them more vulnerable to the 
Communist threat. 

Already communism has spread widely over the Far East. The 
Communists have overrun all of mainland China, Tibet, North Korea 
and North Vietnam. More than 600 million people in the Far East 
now live behind the so-called Bamboo Curtain, and the Communists 
are using every resource at their command to bring all Far Eastern 
peoples under Communist dominion. 

orce has been the principal instrument of Communist expansion ; 
and even though Communist emphasis is now apparently upon sub- 
version and penetration via economic, political, and psychological 
channels, Communist resort to force is a strong possibility whenever 
and wherever free world countries are unequipped or unwilling to 
resist that force. The Communists keep themselves in military readi- 
ness for such a possibility. The Chinese Communists now maintain 
total armed forces of some 3 million men in mainland China with 
hundreds of modern planes. In North Korea, Red Chinese and pup- 
pet Korean forces number some 600,000. A puppet army of some 
350,000 is maintained in North Vietnam. The Communists take 
no chances on negotiating from weakness, 
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In Korea we fought a bloody and costly war to stem Communist 
aggression. We helped build up the defenses of free China. We 
helped to shore up the defenses of the free world in southeast Asia. 
After the formation of SEATO and passage of the Formosa reso- 
lution in January 1955, putting the Communists on notice that no 
further aggression would be tolerated, they changed their tactics. 
Now their accent is on good-will tours and offers of aid without 
strings, but I am sure you realize that if we let down our guard in 
the Far East the whole area may again be plunged into war. 

That is why it is so important that an adequately strong military 
posture be maintained. Today the free nations of the Far East have 
more than 134 million men under arms, which together with our own 
forces deployed across the Pacific and those of our Western allies, 
constitute the free world defense against Communist overt aggres- 
sion in that area. Most free Far Eastern countries—especially em- 
battled divided nations such as Korea, free China, and Vietnam— 
cannot support these forces unaided. They are dependent upon the 
mutual-security program to provide substantial military aid as well 
as economic assistance. This 1s an investment in our security as well as 
in theirs. 

The threat posed by Communist subversion and penetration tactics 
is no less than the Communist military threat. Perhaps the most 
significant trend in the Far East during this last year was the in- 
creasing emphasis placed upon economic development by countries of 
this area, accompanied by the eS activity of the U.S. S. R. 
and other Communist countries in the field of foreign economic assist- 
ance and trade. 

The Soviet Union and Communist China have now begun to back 
up their propaganda line with offers of economic assistance to many 
individual countries. At a meeting in Kuala Lumpur in March of 
the U. N. Economic Commission for Asia and the Far East, the 
Soviet Union stressed Soviet readiness to expand trade and aid rela- 
tions with the countries of the region. It urged the most extensive 
use of Soviet technicians in the development of these countries. And 
it offered technical training in the Soviet Union to a substantial num- 
ber of students from the region. The Soviet Union also indicated its 
readiness to extend trade credits and to consider long-term purchase 
contracts for primary commodities. This latter suggestion probes 
a sensitive economic wound of the moment, inasmuch as the Asian 
countries exporting certain primary commodities, such as tin and 
rubber, are increasingly concerned over the recently declining value 
of such exports. 

The Communist economic offensive is designed, of course, to gain 
prestige and influence in the less developed countries, to create de- 
pendency upon the bloc, to strengthen the hand of local Communist- 
sympathizing groups, and to open the door to subversive agents. 

In order that the peaceful life of a country may flourish, and eco- 
nomic progress be realized, there must be adequate defense, internal 
security, political stability, and sufficient resources available to finance 
economic development. Our policy is directed to these ends. If do- 
mestie resources—financial, human, and material—are preempted by 
defense requirements, little or nothing may remain for a long-term 
growth and development. And yet in the presence of the Commu- 
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nist threat the defense posture is a prerequisite of an independent 
national life. 

The defense posture of any country is a complex of political, mili- 
tary, economic, and human factors. Weakness of one aspect may be 
fatal to the whole. United States military aid provides equipment 
and training for the armed forces of the recipient countries which 
comprise the first line of defense of their national security and in- 
dependence. Defense support adds current strength to bolster and 
maintain the continuity of their economic life so that they can 
support these necessary defense establishments without economic de- 
terioration. 

Without the security provided by such assistance, neither political 
stability nor economic progress would be possible. In some countries, 
even with this assistance, private capital, both domestic and foreign, 
is impeded by the danger of aggression from making its essential 
contribution to economic development. In such cases the lending 
authority of the Development Loan Fund provides necessary long- 
term financing otherwise unobtainable from free world sources. I 
cannot emphasize too strongly the importance of this Fund having 
ample resources to assist in so helping underdeveloped countries. 

The principal alternative to American aid in the Far East today is 
Communist aid. And we can be certain that wherever and whenever 
we step out, the Communists stand eager and ready to step in. Indeed, 
their very eagerness to supplant our aid with theirs is a tribute to the 
value of the mutual security program as an obstacle to the expan- 
sion of Communist influence in the free world. If we should elimi- 
nate ourselves, we should be removing for the Communists the last 
major obstacle blocking their road to the complete domination of Asia. 

The basic question before us is whether the United States will perse- 
vere in its leadership role or will try to minimize its free world 
responsibilities. United States national decisions respecting the con- 
tinuation and magnitude of the mutual security program are a signifi- 
cant index of the degree to which present United States foreign policy 
enjoys domestic support. Governments and peoples dependent in 
greater or lesser degree upon the continuity of United States foreign 
policy for their own survival as independent nations are understand- 
ably deeply concerned about the long-range implications of such 
major United States decisions. 

The decision of Congress respecting fiscal year 1959 mutual security 
appropriations will be studied carefully in the Far East for further 
indications of United States long-term intentions and the degree of 
continuity in United States foreign policy. Appropriation of sub- 
stantially the amount requested of Congress would help reassure our 
Far Eastern allies and friends and would display our determination 
to achieve the basic objectives of our foreign policy. For the reasons 
T have given, the continuation of the mutual security program in the 
Far East on a scale commensurate with the need remains one of the 
great imperatives of our foreign policy. 


LAOS 


Now I should like to address myself to the specific problem of 
Laos. 

United States aid to Laos has been extended to help the non-Com- 
munist Government of Laos prevent the Pathlet Lao, directed and 
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supported by Communist masters in North Vietnam and Communist 
China, from taking Laos into the Communist bloc. If this were to 
happen, it would bring Thailand and Cambodia into immediate prox- 
imity to Communist-controlled territory and would expose the flank 
of free Vietnam. The strategic importance of this small nation is 
therefore obvious. Its loss would place all of southeast Asia in jeop- 
ardy. 

Until last November, Laos was a divided country with two northern 
provinces held by the Pathet Lao in defiance of the Geneva Agree- 
ments of 1954. The Royal Lao Army was engaged in warfare with 
Pathet Lao forces backed by the Communist puppet Viet Minh, 
Our aid provided and still does provide all funds to pay the army 
which remains the principal bulwark of Laos against communism. 
This is by far the largest item in our assistance to Laos. 

Since Nov ember, as the price for reuniting the country, the Pathet 
Lao have been given minority representation in the Government and 
legal status as a political party. Their forces have been disbanded 
except for two small units brought into the Royal Army under special 
conditions. As a result of the. partial gener al election held on May 
4, it appears the Pathet Lao have won 9 seats in the 59-seat National 
Assembly. 

I think I should explain there that there were 21 seats at issue and 
the Pathet Lao won 9 seats. Other extreme leftists, splinter parties, 
won 4, so that the Communist group won 13 out of 21, approximately 
two-thirds. 

However, that does not tell the whole story. The conservative 
groups, the ones we had been supporting, polled over two-thirds of 
the popular vote, they polled nearly three-fourths of the popular vote, 
but they won only one-third of the seats, the reason being that they 
ran 85 candidates for 21 seats which split the conservative vote, where- 
as the Communist group polling only a little over 25 percent of the 
votes won two-thirds of the seats. 

It is therefore clear that in Laos, as elsewhere, the struggle against 
communism is a continuing one but with emphasis at the moment 
not on bullets, but on ballots, plus the ever-present infiltration and 
subversion by clandestine elements. 

Without the active support and aid of the United States, the future 
of Laos would be immediately precarious with every prospect that 
the Communist bloc would win a cheap victory thus far denied it. 
We cannot, of course, guarantee that continuance of aid will preserve 
the independence of this new, smal] nation—much, of course, depends 
on the Lao themselves—but we can state with assurance that to aban- 
don Laos now would amount to a self-imposed United States defeat 
in the worldwide struggle against communism. 

Laos is the least populated and much the least developed of the 
Indochina States. When we commenced operations, virtually all the 
institutions of the country were untried. There was no central bank. 
The private banking and commercial community was rudimentary. 
Transportation and communication facilities had been damaged or 
destroyed. There were no adequate outlets to the outside world. The 
Lao economy was, and still is in large part, a subsistence economy 
with no industries and with exports of less than a million dollars a 
year. The tax base and other Government sources of revenue were 





951 


almost negligible. The cost of the army was entirely beyond the ca- 
pacity of the Governmentt. Government personnel were lacking in 
training and experience. As examples, there was only one graduate 
engineer (the Prime Minister) and one graduate doctor (the Min- 
ister of Health) in the entire country. I have with me here several 
photographs which may be indicative of conditions there. The first 
one shows the tent in which our aid mission commenced operations 
in January 1955. The second shows the housing completed for the 
staff later that year. 

When our aid mission arrived, the immediate need was for local 
currency to pay the army then engaged i in fighting off the Pathet Lao 
in the north. To obtain this currency, cash grants, (i. e., purchase 
of local currency from the National Bank of Laos by a dollar check) 
were necessary, first because the army payroll had to be met at once, 
and second because of the limited ability of the economy to absorb 
imports in the amounts required for generating the necessary local 
currency. In order to alleviate inflationary pressures from this money 
creation, and in order to stimulate a market economy, a program of 
imports financed by the dollars sold to the National Bank of Laos 
was commenced. 

This leads us to the major criticisms in the United States of the Laos 
aid program. These have been twofold, first that there have. been 
abuses in connection with the imports into Laos financed by cash 
grant dollars and second that the local currency receipts for those 
dollars have not given us reasonable value. Other criticisms of the 
program flow from these. 

It is true that there have been abuses in the import program but 
continuous efforts have been made to correct them, at first by improv- 
ing controls and procedures, later by more drastic action. 

As early as December 1956, aid to Laos was in effect suspended 
when it came to the attention of the United States aid mission that im- 
port licenses had been issued by an agency of the Lao Government 
m Violation of agreed procedures. Pending the receipt of assurances 
that such irregularities would not recur, the United States stopped 
the transfer of dollars to the Government of Laos under the so-called 
cash grant procedure which is used to finance Lao military expendi- 
tures. At the time of this suspension the Army was in actual combat 
with the guerrilla forces of the Communist-dominated Pathet Lao. 
This suspension is indicative of the lengths to which we went to cur- 
tail abuses. There was a repetition of irregular import licensing in 
1957 which was finally resolved by Government agreement to review 
outstanding licenses and to require the signature of the USOM ob- 
server on the Import Licensing Committee before any import license 
could be issued. The Lao Government has faithfully carried out 
this agreement and no violations have been alleged. 

The question of receiving adequate value in local currency for dollars 
sold has proved to be most difficult. The official rate of exchange origi- 
nally established by the French is 35 to the dollar. During early 
1957 when the “black market” rate had risen from an average of 75 to 1 
to over 100 to 1, it became apparent that monetary reform was essential 
to correct abuses and to obtain fair value for dollars sold. This was 
the case even though the black market is not a true indication of the 
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real value of the currency. However, with such a disparity between 
official and black-market rates the possession of an import license 
virtually guaranteed an exorbitant profit on import transactions and 
placed excessive strain on Government controls and on Lao officials 
administering them. Accordingly, negotiations for monetary reform 
were proposed by our representatives in Laos. These entered an 
intensive phase in October and continued in January when the Prime 
Minister of Laos visited Washington. Although reform was agreed 
to in principle, Lao negotiators insisted that devaluation before the 
elections this May would dislocate the price structure and be fatal to 
the anti-Communist cause. They therefore refused to accept United 
States proposals. Finally, to make clear that the United States was 
unwilling to continue the release of cash-grant dollars under prevail- 
ing conditions, a second suspension of aid-dollars transfers became 
necessary pending the acceptance by the Lao Government of interim 
arrangements whereby these dollars are segregated with written assur- 
ances from the Government that they will remain unused pending 
final agreement on monetary reform. 

At the time of this suspension in February and March 1958, the army 
was helping to put into effect the Government’s agreement with the 
Pathet Lao which brought the 2 northern provinces back under the 
Government’s control and disbanded the Pathet Lao forces even 
though 2 small units were absorbed into the regular army. The army 
was also helping to maintain order in that preelection period. There 
were many both in Laos and elsewhere who were unable to comnrehend. 
the suspension of dollar transfers to Laos at such a time. We knew 
that the suspension of cash grant aid involved the possibility of losing 
what we had worked for in Laos, but we were equally convinced of the 
importance and need for the I.ao Government to take corrective action. 
In the case of both suspensions, the Government of Laos did take such 
action. The fundamental problem remains; namely the establishment 
of a realistic value of the kip and negotiations to this end will begin 
as soon as the Lao Government has completed its postelection reorgani- 
zation. 

In closing, I would invite attention to two points: 

(1) This program of aid to Laos is directed toward a mutual policy 
objective—maintenance of the independence of Laos in the free world. 
We have succeeded thus far and this is the basic value we and Laos 
have received for our money. Should we abandon Laos, not only 
would the security position of all of Southeast Asia be jeopardized but 
the increased cost to us elsewhere in Asia would undoubtedly be far in 
excess of our present expenditures in Laos. 

(2) Despite the risk to our foreign policy objective, we have not 
hesitated to take drastic action to correct the abuses in the import 
program and to solve the monetary problem. This effort will con- 
tinue and the need for it is well understood both here and in Laos. 

Mr. Chairman, with your permission I have with me this morning 
Mr. J. Graham Parsons, who was our Ambassador in Laos and head 
of our USOM operation there—I mean that as ambassador he was 
the sunervising head of the team—he was our ambassador in Laos 
from July 1956 to February 1958. He is more intimately acquainted 
with the problems which confronted us during this difficult period 
than anyone I know, and I am sure he would be glad to answer and 
welcome any questions you would like to ask. 
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Mr. Passman. Thank you, Mr. Secretary, for a very fine state- 
ment. We thank you also for being so thoughtful in bringing former 
Ambassador Parsons before the committee so that we may hen the 
benefit of his experience and knowledge and judgment. 

If it is agreeable to the committee, we should like first to get the 
other two statements into the record. 

Mr. Ropsertson. May I explain to you why I asked, if it did not 
inconvenience you, that you take up the Laos program first. It was 
simply because Mr. Parsons came back from his vacation to testif 
concerning the Laos program and as soon as we are through wit 
Laos he will go back on leave. He did not take any leave after his 2 
wees in Laos, and if you have been there you will remember the 
1ardships and inconveniences of all kinds under which he had to 
live, so his leave is well deserved and we should like for him to get 
through with his testimony as soon as possible. 

Mr. Passman. It is the pleasure of the committee to cooperate. Laos 
is one of the areas that we did want to discuss at length. However, 
subsequent reports from the Comptroller General have opened up 
new fields of questioning for Cambodia, Vietnam, Thailand, and 
Korea. I think we shall wish to discuss Laos first, for several reasons, 
and, of course, we want to be considerate of your position. 

The next statement will be from Mr. Charles H. Shuff, Deputy 
Assistant Secretary for Military Assistance Programs, International 
oat Affairs, Department of Defense. You may proceed, Mr. 

uff. 


SraTEMENT oF Deputy AssISTANCE SECRETARY OF DEFENSE 
MILITARY ASSISTANCE 


Mr. Suurr. Mr. Chairman and members of the committee, the 
fiscal year 1959 military assistance budget includes $399.1 million 
for the Far East country programs. This amount is about equal to 
the fiscal year 1958 program of $398.8 million, but only 64 percent 
of the $616.3 million programed in fiscal year 1957. The breakdown 
of these amounts by country and year is shown on page 5 of the olive- 
green presentation book. The total cumulative deliveries to the area 
through June 30, 1958, is estimated to be $3.7 billion; the valne of 
the undelivered balance as of June 30, 1958, is estimated at $684.7 
million. 

The Far East portion of the fiscal year 1959 special-materiel pro- 
grams is $206.7 million. The estimated country allocations of these 
programs, plus the individual country program totals for fiseal years 
1957, 1958. and 1959, are shown on page 7 of the Far East presentation 
books. The combined total is less than 2 preceding years. A sum- 
mary follows: 

Military assistance for the Far East 


{In millions] 





Fiscal year Fiscal year Fiseal year 
1957 1958 


1959 
Country materiel and training programs_-_-.............-.-.- $614.3 $398. & $399. 1 
Sriciel-annter ial MICRON isin sa none cicocmesictcctinicnnaee 157.3 266. 1 206. 7 
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In addition to these programs, the military assistance appropriation 
will provide an estimated $200,000 in fiscal year 1959 on an equal shar- 
ing basis to support the SEATO permanent military planning staff 
under the international military headquarters and agencies program. 
We will discuss these items when the committee considers the nonre- 
gional programs. 

The military assistance program in the Far East is planned and 
operated to offset the rapidly growing Communist power in Asia, not 
so much growing in manpower as increasing in numbers of modern 
weapons of war which improve the enemy striking power. The Com- 
munist Chinese, for instance, have been supplied with newer types of 
jet aircraft in increasing quantities, with some modern submarines and 
supporting craft. While the United States has continue to modernize 
its own forces, a great need exists to modernize our allies in the area 
as rapidly as supply and country capability permit because of the 
large buildup in Communist forces opposing dhees nations. The al- 
lied military forces in the area have made surprising progress; the 
United States has succeeded in building armed forces which are effi- 
cient and well trained to maintain internal security and resist aggres- 
sion. All of these armed forces are improving in capability and oper- 
ating in conjunction with United States forces through exercises of 
various types in increasing frequency. 

The strength of the combined allied forces in the Far East totals 
1.8 million men. This military strength is vital to our own security. 
For example, it is not generally realized that there are more men under 
arms in Korea and Taiwan than there are in the United States Army. 
The presence of these troops on the perimeter of Communist China, 
North Korea, and North Vietnam greatly reduces our requirement to 
maintain United States forces in the area. The cost of our security 
is thus reduced when one compares the cost of maintaining United 
States forces and those of our allies. 

The amount requested for fiscal year 1959 is the minimum that will 
enable us to maintain the gains we have already made in fortifying a 
most strategically important area along the perimeter of the Iron Cur- 
tain, and to strengthen free-world defense in a region where an ade- 
quate deterrent is so vitally essential. The very fact that there are 
more men under arms in Korea and Taiwan than in the United States 
Army is a yardstick by which we may measure the gravity of the 
threat and the degree of risk inherent in any lessening of our support 
of the common defense of the Far East. The importance of a stron 
and effective collective security system cannot be overemphasized, 
because the pressures are increasing every day, and if significant in- 
roads are made in Asia by the Sino-Soviet bloc they will endanger not 
only our stanch allies but our own strategically vital installations in 
one of the world’s greatest danger spots. 

The Far East country programs are identified in detail under the 
appropriate tabs in the olive green Far East books. I will be glad 
to answer any questions the committee may have on the proposed 
program for the Far East — 

Mr. Passman. Thank you, Mr. Secretary. 

The next statement is to be by Dr. Raymond T. Moyer. 

You may proceed, Dr. Moyer. 
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STATEMENT OF REGIONAL Direcror For THE Far East 


Dr. Moyer. Secretary Robertson has outlined the general situation 
in the Far East and the political considerations which lie behind the 
proposals for aid, and Mr. Shuff has presented the military assistance 
proposals. I appreciate having an opportunity to present the pro- 
posals for economic and technical assistance, and the reasons justifying 
the appropriation requested for this assistance. 


FUNDS REQUESTED 


A total of $634 million is requested for defense support, technical 
cooperation and special assistance to countries in this region. 

This total is about $40 million more than the amounts now planned 
for similar forms of assistance in fiscal year 1958, inclusive of the 
reappropriated development assistance funds. It is, however, $176 
million less than the amount made available in fiscal year 1957. 

As in earlier years, the economic assistance proposed for the Far 
East in fiscal year 1959 is largely defense support, for which $595 
million of the $634 million total is requested. This is $63 million 
above the level of defense support assistance now planned in fiscal 
year 1958, but it is about $175 million less than the amount made avail- 
able in fiscal year 1957, under the broader definition of defense support 
which prevailed at that time. 

For technical cooperation a total of $33 million is proposed, com- 
pared with $33.75 million now planned for fiscal year 1958, and with 
336.2 million made available in fiscal year 1957. ; 

The final item in the fiscal year 1959 proposals is $6 million requested 
in special assistance, mainly for equipment to internal security forces 
in certain countries of the Far East. This $6 million compares with 
$1 million for this form of assistance in fiscal year 1958. 


DEFENSE SUPPORT 


Let me first take up the $595 million proposed for defense support. 
This category of aid accounts for 94 percent of all the economic and 
technical assistance proposed. 

Defense support programs in the Far East clearly are tied to mili- 
tary efforts. Each of the countries for which such assistance is rec- 
ommended is maintaining a significant military force and, collectively, 
they have somewhat over 1.7 million men underarms. Two of the 7— 
the Philippines and Thailand—are members of the SEATO. The 
Philippines, China (Taiwan) and Korea are parties to bilateral mu- 
tual defense treaties with the United States, and each is the site of 
major United States military installations. In one way or another, 
therefore, all 7 countries make a specific contribution to the common 
defense affecting vital security interests of the United States. De- 
fense support aid provides the resources required to assure the degree 
of economic and political stability necessary to enable the countries 
to make these contributions. 

Secretary Dulles recently pointed out that a military base is a lia- 
bility rather than an asset unless surrounded by friendly people. The 
same may be said of a military force. No country can make an ef- 
fective contribution to the common defense, no matter how large its 
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military forces, if political and economic instability leads to loss of 
independence through subversion or civil disorder. Support of the 
people, resting on stable political and economic foundations, also is 
necessary if an effective military effort is to be maintained. This has 
never been more true than now, when the Soviets have declared eco- 
nomic war on the free world and are carrying out a worldwide effort 
to exploit all potential sources of discontent. 

Accordingly, defense support programs in the Far East include 
more than the financing of commodities essential for current consump- 
tion and production, which are needed to maintain economic stability 
in the face of heavy spending for the military forces. The funds pro- 
posed for defense support also provide assistance to a limited number 
of projects aimed at helping maintain both the necessary economic and 
political stability. 

Of the $595 million proposed in total for defense support, approxi- 
mately $462 million, or about 78 percent of the total, is for the type of 
defense support aid commonly referred to as nonproject assistance. 
This is that part which is used in the main to finance the cost of sal- 
able commodities which have to be imported, and which the countries 
themselves cannot import out of their own limited foreign exchange. 
Without the addition of those imports to the domestic resources sta- 
bility would be seriously threatened in five countries of this area— 
Korea, China (Taiwan), Vietnam, Cambodia and Laos. In these 
countries the buying power resulting from heavy spending for mili- 
tary purposes creates such serious inflationary pressures that, without 
an adequate supply of consumer goods, industrial raw materials and 
other items needed by the economy, which these programs help to 
provide, damaging inflation would be inevitable. Ultimately, condi- 
tions would deteriorate to a point endangering the usefulness of mili- 
tary forces, however large and well-equipped they may be. This is not 
an imaginary danger. Inflationary conditions of this kind charac- 
terized the situation during the early years of the program in Korea 
and on the island of Formosa, until brought under control with large 
amounts of aid from the United States. They are held in check now, 
in these and other countries such as Vietnam, only by the continuance 
of such aid. 

The commodities to be financed under this part of the import pro- 
gram vary according to the needs of the particular country. In fiscal 
year 1959, nearly $164 million of the $462 million total is proposed 
for the procurement of agricultural commodities, including $101 mil- 
lion for items which are in surplus in the United States and for which 
the Commodity Credit Corporation will be reimbursed. The remain- 
ing $298 million is to be used mainly for the import of consumer-type 
items, such as textiles and fuels, and for fertilizer, raw materials, and 
various types of machinery and equipment needed to maintain agri- 
cultural and industrial production. 

As I believe is well understood, commodities financed in this way 
are brought into the country and sold. The equivalent of their value 
local currencv is deposited to accounts which are drawn upon for pur- 
poses mutually acceptable to the host country and the United States. 
From defense support funds proposed in fiscal year 1959 it is planned 
that the local currency equivalent of about $260 million, or approxi- 
mately 56 percent of the total $462 million in nonproject aid, will be 
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devoted directly to military support purposes. The balance of the 
local currency generated by such aid will be used for specific economic 
purposes. 

The second general type of aid under defense support, commonly 
referred to as project aid, is intended to help meet the dollar costs of 
equipment, supplies, and services for certain specific projects. For 
this type of aid, approximately $133 million, or about 22 percent of 
the total in defense support, is proposed. 

The types of projects for which defense support assistance is pro- 
posed include the improvement and construction of highways, air- 
fields, railways, and harbors, increasing the mobility of military forces 
but having economic significance as well. Approximately $46 million 
of the total $133 million is for this type of project. The remaining 
funds are to be used for a variety of purposes. With populations 
increasing, it is necessary in some cases to include projects helping 
increase productive capacity, matching the increase in population, in 
order to avoid deterioration in economic conditions. This need ac- 
counts for the assistance proposed to such projects as electric power, 
and aid to agricultural production, mining, and forestry: Despite 
firm efforts of governments to control subversion, Communist agents 
in many countries are endeavoring to foment discord, spread confu- 
sion, and capitalize on issues which can be used to create dissatisfac- 
tion. Most defense support programs, therefore, also include projects 
helping improve living conditions of the people, to counter the appeal 
of Communist propaganda and attempts at subversion. 

Thus, there is not necessarily any distinction in kind between many 
of the projects included in our defense support proposals and those 
that might be presented for financing under the Development Loan 
Fund, which are aimed at encouraging progress beyond the point nec- 
essary to maintain an effective military effort. The primary distinc- 
tion isinthe purpose. In this connection I would like to call attention 
to the fact that our proposals for defense support in fiscal year 1959 
are $175 million lower than the amount made available under the 
broader definition of defense support in fiscal year 1957, largely be- 
cause of the elimination of that part of project aid which now is 
expected to be financed under the Development Loan Fund. 

A table, on page 9 of the Far East Presentation Book, indicates 
the amounts of defenses support aid proposed for each of the 7 coun- 
tries in the region for which such such aid is recommended in fiscal 
year 1959, in comparison with the amounts for fiscal year 1957 and 
fisenl year 1958. Three countries of the Far East—Korea, China 
(Taiwan), and Vietnam—are scheduled in our proposals to receive 
85 percent of the total, or $505 million. The remaining $90 million 
is for the Philippines. Thailand, Cambodia, and Laos. 

In later questioning the committee will undoubtedly wish to inquire 
into the specifics of the proposals for individual countries. Details are 
not covered here. Separately, however, I have prepared several sum- 
mary statements by groups of countries, for such use as the committee 
mav see fit. 

One significant aspect of these proposals is the diversity of the pro- 
grams recommended. Thus, as an example, the program in the Philip- 
pines has been directed toward the limited objective of helping con- 
struct certain specific military installations, combined with other 
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assistance aimed at helping the Philippine Government stabilize its 
internal situation. At the other extreme is the case of Korea, where it 
has been necessary to give large-scale economic assistance concerned 
with nearly every important aspect of the economy. Country by coun- 
try the programs of assistance recommended are tailored to conform to 
the United States objectives shared by the country, to the major prob- 
lems which it is agreed the United States will help solve, and to the 
country’s need for assistance. 

In examining the need for aid in fiscal year 1959 it was necessary 
to appraise the effect of the cuts necessitated by the reduction in ap- 
propriations for fiscal year 1958. One apparent effect has been the 
substantial drawdown of existing pipelines to meet current require- 
ments, and a reduction in the supply of commodities available to help 
meet anticipated needs in fiscal year 1959. For the region as a whole, 
for example, the nonproject pipeline is expected to drop nearly $80 
million during the current year, from about $412 million to an esti- 
mated $332 million, leaving enough on the average to cover only about 
9 months’ requirements. In certain instances the margin of safety will 
be dangerously narrowed. In Taiwan, for example, the pipeline of 
cotton and soybeans at the close of fiscal year 1958 is expected to con- 
tain not more than a 4 months’ supply of these important items. This 
compares with the normal 5 to 6 months’ supply that is believed neces- 
sary to insure arrivals in sufficient quantity and in time to prevent 
price rises and speculation which could endanger the financial stabil- 
ity acquired with difficulty and at considerable cost. 

The amount of defense support proposed for fiscal year 1959, as 
already noted, is $63 million above that now planned in fiscal year 
1958. This increase is needed to shore up weak spots, such as this 
situation in Taiwan, and to restore levels of defense support for certain 
other countries to the amounts believed necessary if the purpose of 
such assistance is to be achieved effectively. 


TAIWAN 


Mr. Passman. If you will yield a moment, Doctor, from what fund 
do you get the money to accomplish the objective referred to a moment 
ago about cotton supply, and so on, to Taiwan ? 

Dr. Moyer. From defense support. 

Mr. Passman. What is the unexpended balance to the credit of 
Taiwan at this time, Mr. Murphy ? 

Mr. Murrnuy. As of June 30, 1958, sir, $81,510,000. 

Mr. Passman. That is an estimate. What is the latest actual figure 
you have available? 

Mr. Mcrreny. I shall have to look that up, Mr. Chairman. 

Mr. Passman. Do you have it as of December 31, 1957? 

Mr. Mvurruy. No, sir, I do not, but as of March, Mr. Chairman, it 
was approximately $20 million more, or $100 million. 

Mr. Passman. $100 million on March 31. Thank you. 

Dr. Moyer. The level of aid recommended in each case represents 
the composite judgment of a large number of persons, both in the 
country and in Washington, arrived at after consideration of the 
relevant facts bearing on the need for aid, including the amount that 
might be available from other sources such as Public Law 480. These 
determinations, of course, cannot be made with mathematical preci- 
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sion, nor do we claim that they are. Assumptions must be made with 
regard to many factors which are difficult to predict with accuracy, and 
the weight given to each of these factors must of necessity vary con- 
siderably from country to country, because of differing conditions. 
In each instance, however, we believe that the defense support level 
proposed for fiscal year 1959 represents the minium of extenal assist- 
ance required to achieve the military, economic, and political results 
upon which attainment of the common defense objective depends. The 
economic assistance needed to meet the larger requirement, for sus- 
tained economic growth, is expected to come from other sources, such 
as the Development Loan Fund. 


TECHNICAL COOPERATION 


The $33 million proposed in technical cooperation is for programs 
in Indonesia, Japan, and the seven countries for which we also recom- 
mend defense support aid. 

In the Far East, technical cooperation cannot be considered an 
isolated entity in United States programs of assistance to countries 
receiving defense support. It is just one of the several tools available 
to help meet the difficult and complex problems with which these 
newly developing countries are confronted. There is, moreover, an 
added urgency in the need for technical assistance in countries receiv- 
ing defense support, because of the large amounts of United States 
economic aid being given to some of them. In the last analysis, the 
countries themselves administer this assistance, and the effectiveness 
with which our aid is utilized, therefore, depends heavily on their 
technical and administrative competence, which our technical coop- 
eration programs help to develop. 

Out of the $33 shifiion proposed in total for the region, more than 
$18 million will be used for technical services. About $8.2 million of 
this amount is planned to meet the estimated cost of United States 
direct-hire personnel, and $9.9 million will finance contractual ar- 
rangements, largely with United States universities. An additional 
$8.5 million is proposed for participant training in the United States 
and third countries. The remaining funds will finance the procure- 
ment of essential supplies for demonstration and training. 

More than half of the total $33 million will be concentrated in 
3 fields of activity—agriculture, industry, and education—where 
sound beginnings have already been made, but where further funda- 
mental improvement is necessary in order to help lay foundations for 
more rapid progress in economic development. Emphasis in agri- 
culture is on crop improvement and the diversification of production, 
and on the Aavelosaibing of extension services and credit facilities at 
the village level aimed at helping improve conditions in the rural 
areas. Increasing emphasis is being given to the stimulation of pri- 
vate industrial enterprise through the establishment of industrial 
development centers, patterned after the highly successful Philippine 
model. 

The largest single block of fiscal year 1959 funds wil! be devoted to 
education, particularly in the vocational and technical fields, and for 
teacher training and curriculum development at the elementary and 
secondary levels. One example of this latter type of project is the 
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National Training School which the Cambodian Government has 
established to train as many rural-school teachers as the center can 
accommodate and, at the same time, so to train them that the gradu- 
ates of the school will gradually set the pattern for elementary edu- 
cation and the services of the elementary schools throughout the 
country. I visited that school recently and was greatly impressed 
with the intelligence and vigor with which its administrators are 
going about their tasks. As an indication of its popularity, some 800 
applicants took examinations in 1958 for the 150 openings which the 
center had available. 

A special case is the productivity program in Japan, built on the 
European pattern, for which continued assistance is proposed in fiscal 
year 1959. The purpose of this program is to help Japan more 
quickly catch up with new advances affecting production, so that, 
while it still has at its disposal the special United States dollar 
eee which averaged around $570 million over the past 2 years, 
it can better prepare to deal with its serious fundamental economic 
problems that will be aggravated as these earnings decrease. Under 
this program, a total of 107 teams, averaging about 12 participants 
per team, have already gone overseas for study of modern practices 
and techniques in industry, labor, small business, and various speciali- 
zations. An important side result has been the better understanding 
of the United States and its economic system which these activities 
are creating among groups in industry and labor. 

In conclusion, I would like to point out that some very significant 
accomplishments have resulted from the use of funds provided for 
these programs in past years. One such accomplishment is the eco- 
nomic improvement that has been achieved in the three key countries 
around the perimeter of Communist China—Korea, China (Taiwan), 
and Vietnam. Mr. Smith has referred to the substantial improve- 
ments which have occurred in Korea. As another example, take 
Taiwan. Government revenues increased approximately 90 percent 
during the period 1950-57, calculated on the basis of constant prices, 
thus enabling the Government to finance an increasing proportion of 
its total expenditures. Based on most recent figures available, whole- 
sale prices rose only about 1 percent during 1957, as compared with 
more than 90 percent in 1950. The production of rice in 1957 was 
31 percent over the highest level attained under the Japanese, taking 
care of the consumption needs of its greatly expanded population. 
The level of industrial production in 1957 was estimated to have been 
71 percent higher than in 1952. Exports rose 40 percent during the 
same period. 

In the Philippines, as an example of accomplishments under a 
different type of program, United States assistance has helped expand 
mining output by 131 percent from 1954 to 1957, so that exports 
of minerals and metals rose from $13 million in 1950 to approximately 
$60 million in 1957. In another project, aid has been given to a 
Government program encouraging Philippine farmers to establish 
cooperative associations, called farmers cooperative marketing asso- 
ciations (facomas), in order to help solve the problem of high interest 
rates and inadequate storage facilities. By the end of 1957, the num- 
ber of cooperatives established had reached 467, with a membership 
of 252,200, serving more than 9,700 barrios. Those benefited feel an 
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increased sense of hope and confidence, both in themselves and in 
their Government under a democratic system. 

Credit for achievements such as these must go first of all to the 
efforts of the devoted and courageous leaders of these countries, sup- 
ported by their people. Aid from the United States, however, has 

layed an indispensable role. Of this aid, economic assistance has 

en only one form; yet it is clear that, without this assistance, these 
countries now would hardly be in possession of their freedom, and 
able to play their present ——— role in the preservation of free- 
world strength in that area. The funds proposed for fiscal year 1959, 
represent our best judgment of the assistance necessary to enable these 
countries to maintain and further build upon these gains. 


KOREA, CHINA (TAIWAN), AND VIETNAM 


Three countries of the Far East—Korea, China (Taiwan), and 
Vietnam—are scheduled to receive $505 million of defense-support 
aid in fiscal year 1959, or 85 percent of the total amount proposed for 
the region. Having similar problems, these countries also have similar 
program. 

In all three countries the objective is to help create the internal 
conditions necessary for political and economic stability, while sup- 

rting large armed forces in the interest of our common defense. 

rograms of economic assistance, therefore, of necessity, relate to 
the whole range of the important factors affecting that stability, 
to the extent that the country itself is unable with its own resources 
to cope with the problems and desires help in solving them. 

About 77 percent of the $505 million requested for these 3 countries 
is to be used to finance the import of commodities which they cannot 
obtain with their own foreign exchange or through Public Law 480 
sales, in order to meet current supply requirements, control inflation, 
and generate the local currency needed for military and specific eco- 
nomic purposes. Some $87 million of this form of aid will be spent 
for surplus agricultural commodities under the provisions of section 
402. A large amount will be spent for fertilizer for Korea and tex- 
tiles for Vietnam. Chemicals, raw materials and semifinished prod- 
ucts, electrical equipment, iron and steel materials, and machinery 
and equipment make up close to one-fourth of the total amount. 

The remaining 23 percent of defense-support funds is programed 
to meet. the foreign-exchange costs of specific projects. The kinds 
of projects vary with the stage of development and the needs of the 
particular country. In Taiwan, the most urgent need is for electric 
power, the lack of which retards the development of industry pro- 
ducing essential goods and providing employment. Therefore, about 
65 percent of the amount proposed for project aid is programed to 
help expand the production and distribution of electric power. Most 
of the felance will provide equipment to improve the operation of 


the railways and telecommunications. 

In Korea, where a wide range of urgent needs still exists, the pro- 
posed projects are more varied. The two largest single items are 
for further dieselization and other improvements in the railway 
system, and for the expansion of electric power. The proposed pro- 
gram also includes aid to increase agricultural production, particu- 
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larly through the improvement of irrigation facilities. Some addi- 
i, tional assistance is provided to small- and medium-sized industries, 
t under private management. To meet the continuing serious defi- 
ciency in housing, which has lagged behind Korea’s recovery from 
: war damage and has a disruptive social effect, a substantial amount 
| for construction materials will be made available in a self-help 
1 program. 
i | In Vietnam, one-half of all the project funds requested will pro- 
: vide further aid to highway improvement and construction, meeting 
a need urgently felt for both military and economic reasons. Sub- 
stantial sums also will be used to expand medical and health services 
and training, and to improve the civil police forces, reflecting the 
importance which the United States and the Vietnamese Government 
attach to measures to combat Communist attempts at subversion. 


CAMBODIA AND LAOS 


paliiistnamastiscsttipabiniom: dens ria ee 


Two other countries of the Far East included in the proposals for 
defense support assistance, Cambodia and Laos, can be discussed to- 
gether because of similarities in their situations and programs. Both 
programs, in particular, have to take into account special circum- 
stances arising out of political developments. 

In Laos, consideration has to be given to the effect of the integration 
of the Pathet Lao into the Royal Lao Government, and the legaliza- 
tion of the political party representing its views (Neo Lao Hak Xai). 
In Cambodia, effects of operating United States programs of eco- 
nomic assistance side by side with Communist programs of economic 
aid have to be taken into account. 

As in Korea, China (Taiwan) and Vietnam, programs in Cambodia 
and Laos include provision for substantial support to meet the cost 
of military forces. Such assistance, in the case of Cambodia, is being 
provided through the import of commodities generating local cur- 
rency. In Laos, where the United States is financing the full cost of 
the military forces, a decision on specific financing arrangements must 
await the outcome of negotiations on monetary reform expected to be 
resumed shortly. , 

For Cambodia, in addition to providing assistance needed to main- 
tain military forces the proposed defense support program includes 
continuing aid to such activities as the construction and repair of 
transportation, irrigation, and water-supply facilities, and the equip- 
ping of the civil police force. It also provides local currency assist- 
ance for the expansion of elementary and vocational education, and 
the development of agricultural credit and extension services. Ac- 
celerated progress in these fields, which are very important to Cam- 
bodia, will make the benefits of United States aid visible and help 
counteract the appeal of Communist aid. 

With respect to the project portion of the program Baegered. for 
Laos, the fluidity of the present situation requires unusual exibilit 
to facilitate moving in whatever direction conditions may require. It 
might happen, therefore, that projects in the program eventually car- 
ried out will vary from those presented here. No major change in 
pattern, however, is expected. Present plans, in addition to con- 
tinuing support to the military and police forces, provide for con- 
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centration on the improvement and construction of additional roads, 
and on a major effort to help the Lao Government organize and carry 
out rural programs bringing benefits directly to the people, in order to 
combat increasingly strong Communist efforts at subversion in the 
countryside. Small amounts of aid are planned to help gradually 
strengthen government administration and the important government 
services. 
THE PHILIPPINES AND THAILAND 


The economic situation in the Philippines and Thailand differs in 
certain important respects from thaf in the countries already referred 
to. In both countries, the relation between natural resources and pop- 
ulation is relatively favorable. Both have budget problems, though 
not as critical as in the case of Korea, for example. The Philippines 
also has a serious foreign-exchange problem, as shown by the decline 
in foreign-exchange reserves to a level well below that previously con- 
sidered to provide a safe margin. One of the most urgent needs of both 
countries is to find ways of utilizing more effectively their existing 
natural resources and of developing the skill of their human resources, 
to provide foundations for progress in economic development. Such 
progress is needed in order to enable them to continue taking leader- 
ship in strengthening the free-world position in southeast Asia, such 
as through their participation in SEATO. 

To help achieve their needed development they have obtained loans 
from the Export-Import Bank and the International Bank for Recon- 
struction and Development. The Philippines also has benefited from 
the reinvestment of profits from substantial private foreign invest- 
ments made in the past, and both countries are now requesting loans 
from the Development Loan Fund. Continuing modest assistance 
under defense support, however, is essential in order to enable these 
two countries effectively to continue making their important con- 
tributions to the common defense. 

For the program proposed in the Philippines, more than half of 
the funds requested for fiscal year 1959 are to finance the import of 
surplus agricultural commodities generating pesos for the construc- 
tion of military training camps and air defense facilities, which are 
of interest also to the United States. The remaining funds will be 
devoted to projects designed to strengthen internal economic and social 
conditions, largely in community development and related activities 
but including, also, small amounts for the further development of 
strategic mineral deposits and the improvement of industrial research 
facilities which encourage investment and necessary economic growth. 

In the case of Thailand, the need for increasingly heavy expendi- 
tures for military purposes and economic development has resulted 
in a stringent budget situation, which would require cessation of most 
of the activities now being carried out with United States economic 
assistance were that assistance to cease. A significant part of the 
assistance proposed for fiscal year 1959 will be used to help develop 
sources of ground water for the economically depressed and _ polit- 
ically vulnerable northeast, for civil police administration, and to 
provide local currency assistance for a thermal powerplant and malaria 
eradication. 
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Approximately three-fourths of total funds for defense-support 
projects will be utilized to provide assistance in the repair and con- 
struction of 2 principal highways, 1 going north from Bangkok to 
the Lao border, important to Laos as well as Thailand, and a second 
in the northern part of Thailand, going in an east-west direction. 
Both of these major highways have considerable military signifi- 
cance. They also are expected to become of immense value to Thai- 
land from an economic and political point of view, through opening 
up and connecting areas now inadequately linked. The importance 
of highways in Thailand is better understood when it is realized that 
in miles of highway per 1,000 square miles of area, Thailand has 30 
road miles per 1,000 square miles of territory compared with 165 in 
the Philippines, 240 in Korea, and 1,020 in the United States. 

Mr. Passman. Thank you, Dr. Moyer. 

The committee will have to recess until the completion of two 
rather important votes. 

(Off the record.) 

(Short recess. ) 

Mr. Passman. Gentlemen, if it is agreeable, we shall recess until 1 
o’clock this afternoon. 


AFTERNOON SESSION 


SraTement or J. Granam Parsons, Depury Assistant SECRETARY OF 
Srare For Far Eastern Arratrs, DEPARTMENT OF STATE 


Mr. Passman. The Committee will come to order. 

We have present the Honorable J. Graham Parsons, Deputy Assist- 
ant Secretary of State for Far Eastern Affairs. He also is a former 
Ambassador to Laos. 

Mr. Secretary, we are pleased to have you appear before the com- 
mittee, to transmit to us whatever information you can relative to the 
situation in Laos and to answer questions the committee members may 
wish to propound. 


GENERAL ACCOUNTING OFFICE REPORT ON INDOCHINA 


It has been said that a report of the GAO dealing with the assist- 
ance programs for Vietnam, Cambodia, and Laos was sent to the ICA 
for review last July, but that no comment on the report was received 
from ICA until some 6 months later, in January of 1958. 

Will you inform the committee as to why ICA delayed for such 
lengthy period in replying to the report? 

r. Parsons. Mr. Chairman, that report, I believe, contained only 
a very brief section on Laos. I don’t think the GAO made a field 
investigation of the situation there at that time. Also, I would find 
it difficult to say specifically just what caused the delay, but my under- 
standing is that the usual procedure in connection with draft reports 
prepared by the General Accounting Office is for the ICA to send 
them to the particular posts in the field which are concerned with the 
reports so that they may offer their comments, following which ICA 
would be in a position to express its considered views on the draft 


reports. 
si respect of Laos, I can say that communication by mail—and such 
reports obviously are too bulky to be communicated in any other 
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way—reports sent by mail are subject to considerable delay just for 

urely mechanical reasons. A number of times I have completely 
ost mail, and at other times it has taken excessive periods for trans- 
mission. I am still getting Christmas cards at this period of the year. 

Mr. Passman. I can understand that. 

Mr. Parsons. That is the nature of the answer I am in a position 
to give, but it is a matter on which perhaps Dr. Moyer could inform 
you more precisely. 

Mr. Passman. We shall ask Dr. Moyer later for this information. 

The GAO has made a recent examination for the program in Laos. 
This was completed in March. The preliminary report was received 
by this committee in April. It is planned to combine headquarters 
and field studies into a single report on the program in Laos. This 
report will be made available to the Congress after ICA has com- 
pleted a review of the draft and forwarded its comments to the GAO. 
Can you inform us as to the approximate time ICA will have com- 
pleted its review so that this report may be presented to the Congress 
and to the subcommittee handling the appropriation requests ? 

Mr. Parsons. I think I could only guess on that, sir. I think that 
would have to be answered by ICA. 

Mr. Passman. All right, sir. 

Now, Mr. Secretary, off the record. 

(Discussion off the record.) 


AMOUNT OF INDOCHINA PROGRAM 


Mr. Passman. It may be well to establish at this point in the record 
the total program for this particular section. 

It is my understanding that in the Indochina area the amounts 
of aid funds obligated by ICA and its predecessor agencies through 
June 30, 1957, including both before and after the Geneva agreement, 
amounted to $1,871,200,000. 

May I ask if those figures are accurate, according to your records? 

Mr. Murruy. We haven’t added up the three countries, Mr. Chair- 
man. Iwill have to run a total on them. 

Mr. Passman. Would you state the total amount of military aid 
for the same area during the same period ? 

Mr. Suurr. Three countries, Vietiiash, Cambodia, and Laos. 

Mr. Passman. We said the Indochina area. 

Mr. Suurr. We can supply that for the record. 

Mr. Passman. Do you have an idea now? I think these figures 
are accurate. While he is adding it up, we shall hear your figure. 

Mr. Suurr. We will supply it for the record, Mr. Chairman. 

Mr. Passman. Give us the total for the three. 

Mr. Suvurr. We will do that. 

(The data follows:) 


Miurrary Ai Furnisuep INDOCHINA 


The total military aid furnished the Indochina area including Cambodia, 
Laos, and Vietnam through June 30, 1957, amounted to $1,021,705,000. This ex- 
cludes the value of materiel that was redistributed to countries outside the area 
under the military assistance program after the cessation of hostilities. Further 
it excludes the value of military materiel transferred under the military assist- 
ance program for use in this area. (The value of which is unknown by the 
United States. ) 
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Mr. Passman. Have you determined whether or not the figure I 
just mentioned for the economic aid is a correct one, Mr. Murphy ? 

Mr. Murruy. Would you give me that figure again, Mr. Chairman ? 
I didn’t write it down. I don’t know what it was. 

Mr. Passman. All right, $1,871,200,000. 

Mr. Murrny. No, sir; I cannot verify that figure. 

Mr. Passman. This is as stated to ashy the GAO. 

Mr. Murpuy. I would be glad to check it, Mr. Chairman. The 
total figures that I add up for the three countries for nonmilitary 
assistance according to my records is considerably short of that figure. 

Mr. Suurr. He has military included in that. 

Mr. Murruy. He said economic. 

Mr. Passman. I said economic. I shall find it for you in just a 
moment and give you the page. I do not think these figures are clas- 
sified. The total is given on page 3 of the audit report, to the Con- 
gress of the United States, by the Comptroller General, $1,871,200,000. 

Mr. Murpuy. I see what the difficulty is. 

Mr. Rozertson. What period is that ? 

Mr. Passman. Total period, economic and technical assistance, 
1951-57. 

Mr. Mourruy. I see what the difficulty is. I am sure the figure is 
probably all right. They have included all of the assistance that we 
gave to France to assist in the fighting of the war out in Indochina 
aid to Indochina. That ran close to three-quarters of a billion 

ollars. 

Mr. Rosertson. It was $800 million, I believe, for fighting the war. 

Mr. Murruy. No; the figure from the report is $654 million. Add 
that to the $62 million and you are over $700 million. 

Mr. Passman. I do not think this information is classified. 

Mr. Murpnuy. No, sir. 

Mr. Passman. Please insert your figures in the record so that we 
: may know what the total amount covers. 

Mr. Murruy. Yes, sir. 

Mr. WiceieswortH. That includes the war expenditures ? 

Mr. Murrny. Yes, sir. That includes the $700 million appropria- 

tion which Congress made which was direct war support, which was 

given to the French to help fight the war out there in 1954-55. 
i Mr. Passman. We are trying to establish the total amount of aid 
for the region. 
Mr. Murruy. It depends on how you look at it, Mr. Chairman. 
The aid was given to France. France was dominant in the area and 
was fighting a war. The war was going on in the Indochina Penin- 
sula. We have it in our books as aid to France. It certainly was for 
the benefit of that area. There is no question about it. 

Mr. Passman. You reconcile it. All we are trying to do is to estab- 
lish the amount of money spent in this area to meet the objectives 
of the program. 


AID TO LAOS 


Mr. Secretary, during the 3-year period, 1955-57, our supposed non- 
military assistance to Laos totaled about $135 million. Out of this 
aid to Laos the United States has assumed the full burden of sup- 
porting the Lao Army of about 25,000 men at a cost of more than $25 
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million a year, or in excess of $1,000 per man. This is exclusive of 
the military hardware which is furnished under the military assistance 
program, administered by the Defense Department. 

Why has this function, which I understand requires the use of 
more than 85 percent of the local currency resulting from the United 
States dollar-aid program for Laos, been undertaken in such a 
manner ¢ 

Mr. Parsons. Mr. Chairman, the revenues of the Government of 
Laos, a country which attained its full independence only in 1955, 
were insufficient to meet ordinary expenditures. However, Laos 
was not in an ordinary situation at that time. There was a war going 
on. The French were instrumental in having an army organized 
which would help to fight the Communists in Vietnam and those 
supporting them in that area. That army was of the order of 32,000 
or 33,000 men at that time. It was of some considerable value. 

After the hostilities came to an end, as a result of agreements 
reached at Geneva in the summer of 1954, the Communists in Laos 
did not abide by the terms of those agreements but continued to 
attempt to infiltrate areas which they did not control, to expand 
their holdings, and to subvert the country by any means that they 
could. 

SUPPORT OF LAOTIAN ARMY 


The army, therefore, had a continuing value to the free world. 

Following the Geneva agreements, the United States, instead of 
continuing aid through the French, commenced aid directly to Laos. 
It therefore fell to the United States, either to continue to support 
that army, which was fighting the Communists, or not to support 
it, with the result that Laos would have fallen under the domination 
of the Communists. The choice, I think, was obvious. 

That is the reason, sir, that we had to assume the cost of that army 
at that time. 

SIZE OF ARMY 


Mr. Passman. Mr. Secretary, in 1955 when ICA agreed to finance 
the military cost, the country’s forces were in excess of the level 
determined necessary by the United States Government, although 
in 1956 Laos agreed to reduce its army to the stipulated level. It is 
my understanding that the ICA mission had no reliable means of 
determining its strength. Is that true? 

Mr. Parsons. Mr. Chairman, I think there are several things in- 
volved in that statement. In the first place, the army was consider- 
ably reduced from the level which we inherited from the French, 
which, as I mentioned a moment ago, was of the order of 32,000. It 
is now quite substantially under that figure. I don’t recall offhand 
whether that is a classified figure or not. The present strength is 
a classified figure. 

Mr. Suurr. The present active military strength figure is classi- 
fied. 

Mr. Parsons. There has been a reduction. 

As regards the question of the determination of exactly how many 
people there are on strength at any given moment, that depends, as 
in any army I presume, upon whether you can make a head count 
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on each unit on each day that the army is being paid. In the primi- 
tive conditions of Laos, with the army garrisons in remote places in 
the jungle which can only be reached by trail or by helicopter, it is 
obviously a very difficult thing to determine. 

I suppose that is the basis of the statement made by the GAO in- 
vestigators. I am quite certain that the mission has a quite accurate 
idea as to the strength of the army. 


ABILITY OF ICA TO CHECK MILITARY EXPENDITURES 


Mr. Passman. If I may continue quoting from the report : 


The first year of program operations ICA made no provision for screening al- 
lowable expenditures, the ICA mission was not considered responsible for the 
operation. In December 1955 a separate group was formed, but the group had 
not had financially trained personnel to make the necessary review. 

Information from several sources indicated the cost of military support may 
have been too high and that significant savings may be realized through a re- 
view of the expenditures. 


Have you read that portion of the GAO report? 


Mr. Parsons. Yes, sir. 
Mr. PassmaNn. Would you care to comment on that statement ? 


; SETTING UP ICA MISSION IN LAOS 


Mr. Parsons. When January 1, 1955, arrived, and we found it nec- 
essary to pay the army, there was obviously no ICA organization 
actually in being. Mr. Moyer will be able to describe to you the cir- 
cumstances under which the ICA mission was opened there. It was 
opened with a chief, and I think one other setibtoyea. However, the 
army had to be paid. It was already overdue. 

That indicates the situation as of that time. The ICA mission was 
) developed as rapidly as possible and an effort was made to have civil- 
: ian experts carry on this function of overseeing the aid given to the 
army. 

It was not possible to have a military assistance advisory group 
composed of officers trained in logistics and similar matters, because 
the provisions of the Geneva agreement on Laos made it impossible to 
introduce military personnel. 

I presume the fact that these were civilians rather than military 
people is what this statement refers to. 

I cannot agree that there were no people trained in financial and 
logistics matters in Laos, however. I don’t think that statement is 
quite accurate. 

Mr. Passman. Is it true that ICA provides 100 percent of the cost 
of the military establishment in Laos? 

Mr. Parsons. Yes, sir. That is correct. 

Mr. Passman. Mr. Secretary, does the foregoing report not indi- 
cate that, while providing 100 percent of cost for the military estab- 
lishment, we are, actually, without information as to the details of 
those costs, and that we are without reliable means of determining the 
strength of the army in manpower and otherwise? 

Mr. Parsons. Mr. Chairman, I would say that we are in a progres- 
sively better position to determine those facts. Obviously, in the 
beginning, January 1, 1955, we could not. However, at the present 
time, every single item in the budget, every subitem and every minor 
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subdivision of the budget of the Lao Army is gone over in great detail 
by American personnel in Laos, and the size of the budget is very 
materially reduced before a recommendation for support is made. 

Mr. Passman. With no reliable means of checking, could not the 
manpower of the Lao — be actually less than the ny 
25,000 men it is assumed they have in service and for which we are 
giving them money at a cost of more than $1,000 per man per year? 

Mr. Parsons. Let me answer in this way: The implication of the 
question is that we may be paying for a great deal more than 25,000 
men. I am quite confident, however, that the information available 
to us and the means of checking we do have preclude any such pos- 
sibility, and that any divergence from 25,000, plus or minus, would 
not be of major proportions. 

Mr. Passman. I shall read from the record of the hearings of May 6: 

Mr. PassMAN. We were told this morning that Laos made an agreement, and if 
they liked it they went along with it, and if they did not like it they did as they 
pleased and we tolerated it. That is a correct statement, is it not? 

Mr. Stapies. Yes. 

Mr. Staples made that as a statement of fact. He says, “Yes.” 

Mr. Parsons. I wish Mr. Staples were here to make clear what he 
was referring to. 

Mr. PassMan. We were talking about the agreement with officials 
of Laos and the size of the army; so, after hearing the testimony, I 
made this observation: 


We were told this morning that Laos made an agreement, and if they liked it 
they went along with it, and if they did not like it they did as they pleased and 
we tolerated it. That is a correct statement, is it not? 

Mr. STapPies. Yes. 


So, whether this applies to the Army, or any other branch, if we 
enter into an agreement and if they like it they live up to it; if they 
do not, they violate it, and we tolerate it. That is the implication and 
charge in the report before us. Would you care to comment? 

Mr. Parsons. I would only say that I do not know of any case in 
which an agreement was violated which we then tolerated. That is 
unthinkable. I cannot understand Mr. Staples’ testimony. 

Mr. Passman. The record will be available to you. It is here, and 
you may wish to look it over. 

Quoting further from this same testimony : 

Mr. Ketier. The United States Government is paying $25 million for the sup- 
port of the army. 

Mr. ANDREWS. Is that a year? 

Mr. Kerter. Yes. That is where a substantial amount is going. There is no 


way that we are aware of to find out what the actual cost of the army is, how 
much difference there is between the actual cost and what we pay. We do not 


know. 

Mr. Parsons. I would like to point out, Mr. Chairman, that Mr. 
Keller and Mr. Staples were talking on the basis of a draft report 
prepared by the field representatives of the General Accounting Office 
who were there for a matter of 2 weeks. That draft report is, I pre- 
sume, now in Laos for comments from our officials in the field. TI have 
not any doubt they will have some comments to make on that state- 
ment. In the meantime, as I said a moment ago, the discrepancies 
between any actual strength of the army and the number for which 
we apparently were billed would be minor in nature. The same, I 
believe, would go for the costs. 
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Mr. Passman. Mr. Secretary, this committee requested that the 
GAO get the report together without undue delay and to have GAO 
representatives appear before the committee. I do not think there 
will be any revision of the testimony which was given to us as a part 
of the report being prepared for the Congress. 

Mr. Parsons. Yes. 

Mr. Moreny. May I interject at this point? It is customary when- 
ever the General Accounting Office prepares a report first to prepare 
it in draft form and provide it to the agency concerned to give that 
agency an opportunity to comment on it and to point out any facts 
that may be incorrect. It is that very process that is being undergone 
right now. If this mission should come up with information that 
clearly refutes the charge made in the GAO report, our experience has 
shown that the GAO will withdraw that charge when making their 
final report. So, until such time as the comments are in from the field 

! and the GAO has weighed the comments and comes out with a final 
report, anything you have in the draft is subject to change. 

Mr. Passman. We want to be extremely courteous and considerate 
to every witness appearing before the committee. 

) (Discussion off the record.) 


ICA RESPONSE TO GAO REPORT 


Mr. Passman. I mentioned previously the length of time that ICA 
officials used to answer a request by the General Accounting Office. 
i | Mr. Murpuy. It took them 11 months to make the report and it took 
| us 6 months to answer it. 
. Mr. Passman. That is what we are trying to find out: Why the 
| delay? We are entitled to have the facts. I do not think this com- 
; | mittee should remain in the dark while an agency is using 6 months’ 
) time to reply to an audit report. 
Now, if I may proceed : 


Mr. Ketter. The committee has the substance of the report on Laos as a 
result of our testimony to date. 

Mr. PAssMAN. How much longer will you wait for the ICA to comment before 
you will finally complete your report and send it to the Congress? 

Mr. Srapies. That is a hard question to answer. This is the first time that 
we have ever been taxed to what I told the ICA was almost the limit, as a matter 
of fact, in the last communication I said to them, I told them bluntly—we have 
just about reached the end of our rope. 

Perhaps you would like to elaborate on that comment. 

Mr. Mourpxy. It is perfectly natural when an agency has a respon- 
sibility to perform and finishes their part of the exercise for them to 
be anxious to get the job finished. The point of the matter is, the 
GAO people first went out into Indochina in October of 1956. After 
many, many weeks, and perhaps months of preparation in Washing- 
ton before departing. They finally produced in July of 1957 a part, 
and in August 1957, the remainder of a draft report. From that point 
on the action was with ICA. Human nature being what it is, the 
GAO is naturally impatient of any delay that occurred after they had 
finished. However, they took plenty of time to do the operations they 
considered necessary but seemed to be unwilling to grant—when you 
have to transmit by pouch voluminous reports which took many 
months to prepare—the ICA the necessary time. They felt that 6 
months was an inordinate length of time. 
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I would be the first one to say that we would like to improve our 
performance and shorten the length of time that it takes to reply to 
these things. We would like to do it im much less than 6 months also. 
We are not happy with the results. But taking it in balance, a 
6-months’ delay on the part of ICA, after what must have been over 
a year of preparation on the part of the GAO, I do not think is too 
bad a record. 

Mr. Passman. I must not quote out of context. I shall repeat the 
entire statement. 


Mr. Srapies. That is a hard question to answer. This is the first time we 
have ever been taxed to what I told the ICA was almost the limit. As a matter 


of fact, in the last communication I sent to them, I told them bluntly—we have 
just about reached the end of our rope. 


Then I commented: 


You have withheld from the Congress about as long as you can. 

Mr. Srap.ies. If they did not come through, we would have to send it up 
and we would have to make a qualification in our report to the effect this is 
the best we can do and ICA just did not give us their comments, or did not 
help us, or cooperate with us within a reasonable time. We had just about 
reached that point, and I was talking to John BE. Murphy, the Comptroller, 
and I think that he expedited it. 

Mr. Moreny. That is correct. He did call me. 

Mr. Passman. I am not going to enter here into any argument be- 
tween two branches of the Government. But certainly it makes it 
rather difficult for this committee to consider these knotty problems 
when something is as full of misunderstanding as this appears to be. 

Mr. Murrry. I can only say again that there is no desire on our 
part to delay it deliberately. We handle them as fast as we can. 
They are voluminous, complex, and Indochina is a long way off. 

_Mr. Passman. We shall not go into the unpleasant aspects of this 
situation. We shall continue with the hearing. 


MILITARY COSTS IN LAOS 


Now, Mr. Secretary, back to the cost of the military. 

Referring to the previous statement that we are supporting 25,000 
men in Laos, and that we are granting support at a cost exceeding 
$25 million a year, how does this cost, exclusive of the military hard- 
ware, compare with costs to the United States for support of military 
personnel in other countries in the general vicinity ? 

Mr. Parsons. Mr. Chairman, I believe there are figures available 
to show that this cost is somewhat greater per man than it is in several 
of the other countries of the Far East. However, the cost as com- 
pared with other countries in Indochina, and some of the other coun- 
tries in the immediate area, is not excessive. It is less than some. 


The figure, of course, is based upon the salary levels, the wage levels, 
set by the French when they organized the army and were paying 
the army. At the time this army was actually engaged in fighting 
the Communists—and that situation has ended only recently—and it 
did not seem like a good moment to attempt to alter these wage scales, 


or to upset the balance which had hitherto existed in these countries 
of Indochina. 
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RATE OF EXCHANGE 





Mr. Anprews. May I ask a question? Mr, Ambassador, as I un- 
derstand it, the prevailing rate of exchange over there between the 
kip and the dollar is 100 kip for a dollar? 

r. Parsons, It is possible to buy 100 kips for $1 in Bangkok or 
in Hong Kong. That is the approximate rate of exchange outside of 
Laos. The official rate of exchange is 1 to 35. 

Mr. Anprews. So, if we are giving the Government $25 million, 
would not that be the equivalent of $75 million at the rate of 35 to 1? 

Mr. Parsons. It would be impossible to buy that many kip outside 
of Laos at that rate. 

Mr. Anprews. How are the soldiers paid ? 

Mr. Parsons. The soldiers are paid in kip. Those kip are acquired 
in Laos in accordance with the laws of the country. 


QUESTION OF PROPER AMOUNT OF AID TO LAOS 


Mr. Passman. Mr. Ambassador, reading from page 11 of Secre- 
tary Robertson’s statement : 

The Lao economy was, and still is in large part, a subsistence economy with 
no industries and with exports of less than $1 million a year. 

Are we not taking them a litle fast, going into a country with such a 
low standard and with such a weak economy and pouring money in 
by the millions? Are we not asking them to absorb a greater amount 
of imports than really is good for the country ? 


1 
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PURPOSE OF PROGRAM IN LAOS 


Mr. Parsons. You have asked a question which touches upon the 
. basic nature of our program and the basic reason we are there. This 
j is not an economic aid program, primarily, as some of the statements 
| of the General Accounting Office would indicate. This is a program 
i to keep Laos this side of the Bamboo Curtain. The army we paid, 
and which is the reason for spending such large sums of money there, 
was fighting the Communists and is the principal bulwark of the coun- 
try against Communist subversion at the present time. Therefore, 
it was not a question of sending in large sums of money, of bringing 
them ahead too fast; it was a problem of meeting the payroll of peo- 
ple who were doing the actual work in keeping this country on this 
side of the Bamboo Curtain. 


LAO ECONOMY 


putting in $40 million a year we were taking them a bit too fast ? 

Mr. Parsons. No, sir, I would not, to meet the objectives of the 
program. 

Mr. Passman. Is it not true that one of the worst things that you 
can do for an economy such as that of Laos is to pour in too much 
Hi money too quickly? Would not a stretchout have been much prefer- 
able? 
i 


| Mr. PassMAn. It is a noble objective. But do you not think that by 
: 


Mr. Parsons. We could not have settled by paying half the army. 


° 
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Mr. Passman. I am speaking of the economic aid, and there is a 
very large amount in the program for economic aid, according to the 
report given to us. 

Mtr. arsons. Mr. Chairman, the problem was to acquire kip to 
meet these payrolls. In order to meet these payrolls which were over- 
due when we went in there on January 1, 1955, it was necessary to buy 
them with dollars. Those dollars then formed the basis for an im- 
port program which in turn would take kip out of circulation when 
the imports arrived. That is, I presume, the background of your 
statement that there was a large economic aid program. 


OVERPRICING OF COMMODITIES SENT TO LAOS 


Mr, Passman. I shall now refer to the Comptroller General of the 
United States and to a letter over his signature. I quote: 

Suppliers involved in overpricing commodities. 

Page 9 of our summary of nonmilitary assistance program for Laos refers to 
the overpricing of ICA-financed commodities by falsifying invoices and by de- 
livering inferior gocds. As examples of this situation, we cited to the subcom- 
mittee 3 cases of commodity imports totaling $207,000 which the mission has dis- 
covered as being fraudulent inasmuch as used equipment was substituted for 
new equipment contrary to the provisions of the import licenses. A member of 
the subcommittee requested that we supply for the record the names of the sup- 
pliers who were responsible for such substitutions of used for new goods under 
ICA-financed commodity imports. 

Three importers were listed, the commodity imported, the invoice 
amount, and the estimated value. The invoice amount that the ICA 
paid was $207,500, whereas the actual value was only $33,000. This 
1s a certified case, and this is taken from the general report so as to 
give us an example of the falsifying and overpricing and substitution. 
Are you familiar with such conditions ? 

Mr. Parsons. I am not familiar with that partciular case, but I 
know there have been abuses in the import program. I can tell you 
also that these abuses made it necessary for us to take very drastic 
corrective action. é; 

For instance, in December of 1956, when we received evidence which 
we considered reliable that four import licenses had been issued out- 
side the procedures agreed upon between the United States and Laos, 
the United States suspended all aid to the country despite the fact 
that there was a war going on; despite the fact that the Prime Minister 
had just been to Peking and was under pressure to accept Chinese 
Communist and Soviet aid; despite the fact that he was in negotiations 
with his brother who was attempting to secure the reentry of the 
Communists into the national body politic on terms very favorable 
to the Communists. 

The reason we suspended aid at that time was because we were 
very much concerned with these abuses and we took very grave risks 
in order to try to bring them to an end. ‘ 


EXCHANGE RATE 


Mr. Passman. Mr. Ambassador, it would appear to at least this 
member of the subcommittee that if we are supporting the currency 
of Laos at the rate of $1 for 35 kip, and then if they move into the 
marketplaces of Bangkok and Hong Kong where the rate is 1 to 100, 








. 
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there is a 286-percent profit on the exchange alone. Then if the im- 
porters are privileged to overcharge by 300 percent, that increases 
to about a 600-percent overcharge and discrepancy, whether fraudu- 
lent or otherwise, 

Mr. Parsons. I am not that good at mathematics. 

Mr. Passman. Let me put it this way: We are supporting the kip 
1 to 35? 

Mr. Parsons. Yes. 

Mr. Passman. I understand in Bangkok and in Hong Kong in the 
market place the rate is as high as 100 to 1. 

Mr. Parsons. It has been at times. 

Mr. Passman. If the importer, possibly a relative or a friend of 
one of the officials in Laos, should come into the possession of kip, he 
would put this into the Lao bank, and for each 35 kip he would re- 
ceive $1. If he takes that dollar to Hong Kong and they give him 
100 kip for it, and he buys something that is going to be known as 
an import to Laos; then, if he purchases 33,000 worth of it at that 
exchange and bills ICA for $207,500, these transactions would cer- 
tainly indicate about a 600 percent profit, would they not? 

Mr. Parsons. Yes, that appears to so indicate. I agree that there 
are possibilities for exorbitant profits, and that is another matter on 
which very positive action has been taken in an effort to correct the 
situation. 

DEFENSE SUPPORT FUNDS 


Mr. Passman. I am under the impression that a substantial portion 
of this is out of the defense-support appropriation. Is that correct, 
Mr. Murphy ? 

Mr. Murpny. Yes; all of the military budget support comes from 
defense support. 


POSSIBLE BAD EFFECTS OF AMERICAN AID 


Mr. Passman. This member of the committee feels in this instance 
that by giving too much money we may have made a very bad impres- 
sion upon the officials of Laos. If the officials know anything about 
this, and if they are permitted to get by with this kind of transaction, 
they could not respect us. I think that through this procedure we 
might be doing more harm, or less good, than if you operated with a 
tighter program. 

We were told that the consuming portion of the population of Laos 
was only about 150,000; that is, the users of consumer goods. 

Mr. Parsons. I think that the officials of Laos had reason to re- 
spect us when, because of this exchange situation, we again suspended 
the transfer of cash grant dollars for several months this year. I 
would also like to mention that no kip have been bought in Laos at 
the rate of 35 to 1 for some considerable number of months now— 
nearly 6. 

INTERIM AGREEMENT ON USE OF DOLLARS 


Mr. Passman. Have we negotiated a new official rate? 
Mr. Parsons. We have an interim agreement with them. 
Mr. Passman. On what basis? 
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Mr. Parsons. That any dollars that accrue to the Government of 
Laos from the purchase of kip during this period will not be utilized 
by the Government of Laos, but will remain on deposit. 

Mr. Passman. There is no firm agreement as to the new official 
rate? 

Mr. Parsons. Not yet, sir. I only gave you a part of the agree- 
ment. The Laos Government has committed itself also not to use 
those dollars except. in accordance with the terms of the agreement 
which we will reach, and they have also committed themselves to 
resume negotiations. The delay was due, of course, to the election 
campaign in Laos this spring. 


MILITARY ASSISTANCE COSTS 


Mr. Passman. In addition to the approximately $25 million yearly 
spent for the military support from nonmilitary funds in Laos, what 
has been the cost, by the year and total, of the military program 
administered by the Department of Defense ? 

I will address than question to Mr. Shuff. 

Mr. Suurr. The cost of the hardware portion of the ) program for 
1957, Mr. Chairman, was $———.._In 1958, $————-. The proposed 
program for 1959 is $———. 

Mr. Passman. That is out of the Defense Department appropria- 
tion ¢ 

Mr. Suvurr. It is all out of this bill. 

Mr. Passman. Let me repeat the question: In addition to the ap- 
proximately $25 million yearly spent for military support from non- 
military funds in Laos, what has been the cost, by the year and total, 
if the military program administered by the Department of Defense? 

Mr. Suurr. Mr. Chairman, I believe I did not understand your 
request, 

Mr. Passman. How much is coming out of the Defense Department 
appropriation for this country ‘ 

Mr. Suvrr. Nothing, sir. This goes to all three of the countries 
in the region that we are speaking of. 

Mr. Passman. Not the entire region, but the three countries? 

Mr. Suvurr. Laos, Cambodia, and Vietnam. 

Mr. Passman. With relation to our military budget support in 
Laos, has the cost not been much too high ? 

Mr. Parsons. We are never satisfied with the costs of any program. 
We would always like to get them lower, Mr. Chairman. I think 
by the nature of the circumstances we found in Laos inevitably we 
could not be sure we were not paying too much in the beginning. We 


have succeeded in obtaining some reductions, some substantial ones, 


VALUE OF END USE INSPECTIONS 


Mr. Passman. Mr. Ambassador, in your be teen could savings not 
be brought about through careful review of expenditures? Do you 
not think that we could possibly 1 improve upon the program by send- 
ing in an inspection team 4 

Mr. Parsons. At the utilization end I am sure that end use inspec- 
tion services could be amplified and could be improved. We have al- 
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ready had some dividends from increasing our end use inspections. 
Incidentally, in that connection I would Tike to refute a statement 
made by the General Accounting Office that the Embassy in Laos had 
issued a policy directive that end use inspections were not to take 
place. I had left Laos at the time this allegation was made, so I am 
not personally involved. However, I took steps to ask Ambassador 
Smith in Laos about this and the answer that came back was that there 
was absolutely no foundation for the statement at all. 

Mr. Passman. I wonder upon what basis the General Accounting 
Office would advance such an allegation. 

Mr. Parsons. They stated in their report or testimony before an- 
other committee—I am not sure which—that they had this informa- 
tion from the Controller of the ICA mission in Laos. It was the 
Controller of the mission who provided the information on which Am- 
bassador Smith based his reply to our inquiry on this. The Con- 
troller of the mission said he could not recall having made any such 
statement. 

LAOTIAN FINANCIAL CONTRIBUTION 


Mr. Passman. Mr. Ambassador, for many of the countries there is 
a strong claim made that while we are putting up a dollar the recipient 
country might be putting up two. Why does the Lao Government 
not make any contribution to the support of its own military estab- 
lishment ? 

Mr. Parsons. It is simply a question of financial incapacity. They 
are not able to cover the cost of their ordinary budget at this time. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


EXPENDITURES FOR TRANSPORTATION PROJECTS 


Mr. Passman. What has been the total expenditure for financing 
transportation projects in Laos? 

Dr. Moyer. F would have to check to get the figures on this. I do 
not have the entire history here. In 1957 the amount was $2.3 mil- 
lion, and the amount that we have programed for this country for 
1958—and I do not know whether it will end up precisely at this 
figure—is $2.7 million. 

Mr. Passman. You cannot go beyond 1957? 

Dr. Moyer. We can get that information, but I do not have it here. 

Mr. PassmAn. Please provide it for the record. 

(Insert information requested.) 

The total cumulative obligation of aid funds for transportation projects in 
Laos as of March 31, 1958, amounts to $5,614,700. The total amount expended, 
as of the same date, was $2,636,600. 

Mr. Passman. Please name the transportation projects undertaken 
in Laos and give the amount of the cost of each one. 

Dr. Moyer. I will have to furnish that in detail for the record. 

Let me give you some of the principal ones. 

At the beginning we salad them get back into repair some of the 


principal roads. They had been fighting up there. The Commu- 
nists came in from the north and there was a lot of destruction, and 
we helped the Lao Government with the general repair. That would 
be one, and I will get the figures connected with that. 
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Mr. Passman. General repair of the roads? 

Dr. Moyer. Yes. 

Another one was one of the urgent ones. It was a road between the 
political capital, Vientiane, and the river crossing. This was of 
particular importance because goods coming from Reisen were eX- 
tremely expensive and we were able to cut the cost down. That was 
another big project, including the ferry. 

Mr. Passman. What isis length of that road ? 

Dr. Moyer. About 40 kilometers. 

Mr. Passman. Is it a dirt road or hard surface? 

Dr. Moyer. That is an asphalt-covered road. 

Mr. Passman. Is it over flat country ? 

Dr. Moyer. This is flat country. 

Mr. PassMANn. Have you completed that road? 

Dr. Moyer. This one required partly building and partly repair- 
ing. It is roughly 20 to 25 miles. 

Mr. Passman. What has been the total cost ? 

Dr. Moyer. I will have to supply that. 

(The information follows :) 


The transportation projects undertaken in Laos and the cumulative amounts 
obligated for such projects as of March 31, 1958, are as follows: 


Reopening and establishing maintenance on national roads__________ $3, 718, 100 
Rs CUR, CRE ecctentinkciccinincinin ne cemaenasieacep th atlas hnimaniaceaaaiiaiiiatiicahiinntpin cael 280, 000 
Operation Mekong (ferry) 2 sd ied wetted 689, 900 
FRAO GE VC BN ia kittie dein ais 750, 000 
Transportation  GUPVC sisi iccs hci cesarean dain 176, 700 

OCR SL adit vitstininnidecelchc banding dabcasale Ue callin Sib d bien TS 5, 614, T00 


Funds obligated for general repair and for the road between the capital and 
the river crossing are included in the above total for “Reopening and establish- 
ing maintenance on national roads.” No separate obligational accounts are 
maintained for subprojects under the overall project. 

Dr. Moyer. Then there is another one, a principal effort related 
again partly to repair and partly hack through new territory, but 
largely a gravel dirt road connecting Vientiane with the imperial 
capital at Luang Prabang. 

Mr. Passman. What is the length of that road ? 

Mr. Parsons. About 450 kilometers. I have driven over it and it 
is one of the most extraordinary roads in the world. 

Mr. Taser. What kind of road ? 

Mr. Parsons. It is a gravel road, 2-lane in parts, 1-lane in other 
parts, through some of the roughest and mountainous country. 

Mr. Passman. What is the length in miles? 

Mr. Parsons. Roughly 275 or 280 miles. 

Mr. Passman. What have been our expenditures on that project? 

Dr. Moyer. I will have to find that out. 

(The information follows :) 

This road is part of the overall project for reopening and establishing main- 
tenance on national roads. No separate financial record is maintained for this 


particular road. The cumulative obligations for the overall project amount to 
$3,718,100, of which $1,882,000 has been expended. 


ROADBUILDING MACHINERY SHIPMENTS 


Mr. PassMAN. Have we shipped any roadbuilding machinery such 
as draglines and trucks, into the capital of Laos? 
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Dr. Moyer. Yes. 

Mr. PassMAN. Will you please inform the committee as to the cost 
of the original equipment and its present state of repair ? 

Dr. Moyer. It was in the neighborhood of about $1.5 millon. 

Mr. Passman. What has been its usage ? 

Dr. Moyer. It has been used in all of these projects that I have men- 
tioned. One of the big ones was this one from Vientiane to the im- 
perial capital. It also has been used in these other projects. 

Mr. PassmMaAn. But in some instances your jeeps and your trucks 
had very low mileage ? 

Dr. Moyer. I am familiar with what the GAO said on this and I 
would like to say that we have received a report from the field. 

Mr. Passman. At this point we shall insert the GAO statement into 
the record and then shall put in your statement. 

(The GAO report follows :) 

5. Project assistance 

(a) Maintenance of national roads.—This vital project was slow in getting 
underway because of delays in contracting for required technical services. Sub- 
sequently the execution of contracts with three separate firms caused an over- 
lapping of functions. We are informed that a new plan has been arranged 
which should correct this condition. Mission investigations revealed that con- 
siderable quantities of ICA-financed road equipment had been abused and prop- 
erty control records were inadequate. Our inspection confirmed these reports. 


Mr. Passman. You may proceed. 


ICA REPORT ON ROADBUILDING EQUIPMENT 


Dr. Moyer. This is a report of a survey that was completed April 
28, 1958, which was about 6 weeks ago; it was completed a personnel 
of the Vinnell Corp., which is an engineering firm that is over there 
doing some of this work, relating particularly to supervision of the 
equipment. Their inspection related to 305 pieces of equipment, and 
this is what they found : 

First, in satisfactory operating condition, 135 items, or 44 percent. 

The second group, operating, but in need of deadlining for repair, 
67 items, or 22 percent. In other words, a total of 66 percent were 
operating, of which 22 percent were in need of deadlining for repair. 

Already deadlined under repair, or awaiting spare parts, 101 items, 
or 33 percent. 

Damaged beyond repair, 2 items, or 1 percent of the total. 

Mr. Passman. Isthat your report ? 

Dr. Moyer. This is the report of the engineering company, dated 
April 28, 1958. 

Mr. Passman. Engineers employed by the ICA ? 

Dr. Moyer. We are financing that contract. 

Mr. Passman. From engineers employed by the ICA, that is your 
report ? 

Dr. Moyer. That is the most recent one we have. 

Mr. Passman. That is your report, not the GAO report? 

Dr. Moyer. That is our report. 

Mr. Passman. Are you requesting any funds for the fiscal year 
1959 for the replacement of any of the machinery referred to in the 
GAO report ? 





PROCUREMENT OF ROADBUILDING MACHINERY 


Dr. Moyer. We are requesting funds to go ahead with further road- 
building, and I would expect there woald be some for replacement. 
In that connection, Mr. Chairman, I would like to make clear this 
point—that this equipment was secured by United States Government 
procurement through the Bureau of Public Roads, and they followed 
the usual procedure. Requests for bids were sent out for the different 
items and they accepted the lowest bids, much as they would procure 
for some project in St. Louis or somewhere else. The result was that 
of these items there were 23 different types of equipment bid on and 
for many there were no firms supplying spare parts in the Far East; 
so we found ourselves immediately in the midst of an extremely diffi- 
cult repair situation. I would not say this was the only factor, but 
this has certainly been one factor in the difficulty in operating this 
equipment. It has been an important factor. 

Mr. Passman. Did you have guards protecting the equipment when 
it was not in use? 

Dr. Moyer. I suppose not in all cases, certainly. Take this oper- 
ation that the Ambassador referred to, where he traveled over this 
long road going north. They would work on a section of road, and I 
suppose it is possible that at night, or in other cases, there would be 
equipment not completely under guard. I am not familiar with that, 
but I would not be surprised if this were the situation. 

Mr. PassmMANn. But you state that you may be requesting some funds 
for replacement. 

Dr. Moyer. And probably for some additional equipment, too. I 
have not checked the precise purpose. 


OBLIGATIONS ON ROAD PROJECTS 


Mr. Passman. If we may refer to the International Cooperation 
Administration, part 2 of the accounting report, page 513, period end- 
ing December 31, 1957, you indicate that the total obligations, re- 
opening and establishing maintenance on national roads, was 
$3,718,100. 

Mr. Mureuy. That is correct. 

Mr. Passman. Do you have a later figure? 

Mr. Murpny. The obligations figure was the same at March 31. 

Mr. Passman. What part of that amount represented procurement 
of equipment ? 

Mr. Murpuy. Just under $2 million, Mr. Chairman. 

Mr. Passman. So you do have equipment in addition to the million 
and a half dollars to which reference was made a moment ago? 

Mr. Murrny. Yes, sir. It would be between $114 million and $2 
million. 

Mr. Passman. What use was made of the new money? 

Mr. Murruy. The $3.7 million? 

Mr. Passman. Yes. 

Mr. Mureny. Contract services of $877,000. 

Mr. Passman. Making a percentage of the total expenditure. Let 
us separate the cost of the machinery from the other. Out of the 
expenditure of $3.7 million what part went for machinery ? 

Mr. Mureny. The exact figure I have is $1,956,600. These are 
obligations. 
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Mr. Passman. That left about $1.7 million ? 
Mr. Murpny. Yes, sir. 
; Mr. Passman. Out of that amount what was paid for contract serv- 
ice? 

Mr. Murpuy. $877,000 for contract services. There were some 
beeeeigent training costs of $4,700, and I believe that is it. 

Mr. Passman. What types of contract services? 

Mr. Mourreuy. That would be the roadbuilding contractor, probably 
the United States firm actually engaged in constructing the road. 

Mr. Passman. That was not for engineering but for the contractor 
and the personnel he employed ? 

Mr. Murruy. In this case I believe the contract included both engi- 
neering and construction. 

wens! ASSMAN. Could you separate the engineering fee from the 
other 

Mr. Moureny. At this point I could not. I will be glad to check that. 
T am not sure the contract will show that, but I will be glad to supply 
it. 

BIDS BY ENGINEERING FIRMS IN LAOS 


Mr. Passman. Do you know of any instances where an engineering 
firm in the United States happened to bid an amount of an estimate 
made by ICA ? 

Mr. Murpuy. In the United States ? 

Mr. Passman. Where ICA set into the budget an estimate for engi- 
neering purposs in Laos, and an engineering firm in some State had 
a bid which was the amount of the estimate ? 

Mr. Murry. I donot. 

Mr. Passman. You have not heard about such a situation ? 

Mr. Morruy. I do not know of any instance like that, no, sir. 


UNITED STATES EXPENDITURES FOR PUBLIC ADMINISTRATION 


Mr. Passman. What has been the United States expenditure per 
year and in toto for financing public administration in Laos? 

Dr. Moyer. That item refers largely to our support of the police 
forces in Laos. That is what public administration means in Laos. 

Did you ask for the expenditure figure ? 

Mr. Passman. Yes. The figure per year—and the total, for financing 
public administration in Laos? 

Dr. Moyer. Again I do not have the cumulative total. I have just 
the figures for 1957 and 1958. 

Mr. Murrny. I have the cumulative obligations. In the field of 
public administration they were $2,579,700. 

Mr. Passman. Sir? 

Mr. Moureny. Cumulative obligations in the field of public admin- 
istration in Laos were $2,579,700. 

Mr. Taper. Did we pay that? 

Mr. Mourreuy. United States dollar appropriations and obligations. 

Mr. Taser. That probably was supplemented by local contribu- 
tions? 

Mr. Murrny. In Laos, I would doubt it, Mr. Chairman. Mr. Par- 
sons may know, but resources in Laos are so frugal that—— . 
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Mr. Parsons. In this case they paid 15 to 20 percent of the costs 
of the national police, which has been considerably expanded in this 
period. 

Mr. Murruy. Off the record. 

(Discussion held off the record.) 


COST OF ECONOMIC AND TECHNICAL ASSISTANCE TO LAOS 


Mr. Passman. What has been the cost for all economic and techni- 
cal assistance in Laos? 

Dr. Moyer. Including the years prior to the time when we gave aid 
to Laos as an independent country, through 1957 the amount is ap- 
proximately $134 million. 

Mr. Passman. What has been the grand total cost to the United 
States of all the programs, including military aid, for Laos? 

Mr. Murrpuy. I can give you a figure, but it would be classified for 
the reason I indicated earlier. 

Mr. Passman. I shall withdraw the question about the economic 
and technical aid and let the second question apply. 

What has been the total cost to the United States of all the pro- 

‘grams, including military, in Laos? That is not a classified figure, 
is it? 

Mr, Murpny. Yes, it is classified. That figure is classified because 
the nonmilitary figure is not classified. People who have the non- 
military figure can subtract it from the total I will give you and get 
the military figure. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 


PERSONNEL ASSIGNED TO LAOS 


Mr. PassMan. How many people are assigned to the ICA mission 
in Laos? 

Dr. Moyer. I have a recent figure here, Mr. Chairman, the most 
recent figures we have available. They total 97 Americans. 

These are our figures as of the 9th of J une. 


ADEQUACY OF PROPERTY CONTROL RECORDS 


Mr. Passman. Doctor, in your opinion have adequate property 
control records been maintained in Laos? 

Dr. Moyer. I would say we certainly are not satisfied with the 
control records which have been kept. I can go into a discussion of 
that, but to answer your question directly that is the way I would 
answer it. 

Mr. Passman. I think you are very fair about that. I hope that 
somewhere along the line we shall be able to maintain better records 
on equipment which actually remains the property of the United 








982 


States in these nations, and that we shall keep these items in a state 
of repair and may know that we can use the equipment if it should 
be needed. 


DIFFICULTY OF RECRUITING PERSONNEL FOR LAOS 


Dr. Moyer. Yes, sir. As you can gather from the statements the 
Ambassador and the Secretary have made, we are in the process of 
really trying to get this program straightened out, and I really mean 
straightened out. One of the ramifications of the problem and one 
of the big points has been United States personnel. We have had 
extreme difficulty in recruiting. Laos is at the end of the line and 
conditions have not been good. 

We do have a director there now in whom we have confidence. 
We have proceeded to try to give him the support which he and we 
think really is needed, and I am very much encouraged over the 
progress we are making. 

Mr. Passman. Doctor, we understand that you have a most difficult 
problem. This committee is very much in sympathy with the people 
dealing with these problems. We want you to know we admire you 
very greatly, as well as many other Americans who go to a place 
such as that. 

(Discussion held off the record.) 


CIVIL POLICE FORCE MAINTENANCE 


Mr. Passman. With regard to the ICA participation, expansion, 
and consolidation of the Lao civil police forces and improving their 
mobility, communications, and training the personnel, has this proj- 
ect not been adversely affected by lack of a clear definition of the 
mission of the forces, by inadequate maintenance of ICA-furnished 
transportation equipment, and by reluctance of the police to permit 
ICA mission personnel to inspect records pertaining to United States 
financed equipment on imports ? 
| Dr. Moyer. I think an honest answer to that would be “Yes.” 

This is another of the things with which we have not been satisfied, 
and on which we are now urgently working, trying to get a more 
: adequate staff and establishing better control of equipment, as well 
as assuring that the money spent will help build up the kind of 
) strength in these police forces which we really had in mind in the 

first place. 
Mr. Passman. Off the record. 
(Discussion held off the record.) 


¥ENERATION OF LOCAL CURRENCY 


| Mr. Passman. How does the ICA go about the matter of generat- 
| ing local currency to provide from our aid program the military 
support in Laos? 

Dr. Moyer. We have largely given cash grants. We have had 
| some procurement authorizations but it has been largely a cash-grant 
7 transaction. 
| Mr. Passman. Is that true in other sections of the Far East? 

Dr. Moyer. I have the total figures here. I do not know whether 

you would be interested in them. At the moment it is not true in 
any other country of the Far East. 
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PERCENTAGE OF AID TO LAOS IN FORM OF CASH GRANTS 


Mr. Passman. It is my understanding that about 70 percent of the 
total dollar aid in Laos is made available in cash grants. Is that a 
correct estimate ? 

Dr. Moyer. That is probably not very far off. 

Mr. Passman. You may insert in the record the correct answer. 

(The information follows :) 


The precise figure is 72 percent. 


Mr. Passman. Why is this aid to such a great extent through cash 
grant rather than procurement authorizations in financing imports 
and sale of commodities ? 

Dr. Moyer. There were two principal reasons. One is predominant, 
but the other is very important, also. That simply is that overnight, 
as of January 1, 1955, we had somehow to help the Lao Government 
pay its army. Personally, Laos had been under French control and, 
in fact, we probably had financed the entire cost of its army, or a large 
part of it, through the French. 

It was a policy decision and one which I believe the Congress very 
much favored, that we should thenceforth give our aid directly, and 
as of January 1 we were faced with this problem of suddenly meeting 
a payroll, 

We could not get the commodities in fast enough to generate the 
counterpart and we worked out this cash-grant arrangement. 

Mr. Passman. Do you see that this type of program has about served 
its need and we should adopt another system ¢ 

Dr. Moyer. We are definitely not in favor of cash grants and are 
trying to get away from them. We are now in the process of trying 
to seek an agreement, and we are hoping that in this agreement we 
will work out an arrangement under which commodities will be sup- 
plied so we can get away from cash grants to the maximum extent. 
We do not know how we will come out on it, but we see the dangers 
in this cash-grant procedure, particularly when it is tied in with a 
low exchange rate. 

(Discussion held off the record.) 


FUTURE DEVELOPMENT OF LAO ECONOMY 


Mr. Passman. As I understand it, the situation shows very little 
promise for improvement of the economic conditions. Are we as a 
practical matter not faced with what amounts to nearly an impos- 
sibility in the development of the economy of that country ? 

Mr. Parsons. Developing the economy of the country ? 

Mr. Passman. Toa point where it can be self-sustaining. 

Mr. Parsons. We are faced with very serious difficulties there, Mr. 
Chairman, and those difficulties are not lessened by the fact that our 
program has had, of necessity, to be directed primarily toward other 
purposes ; namely, the security of the country and the maintenance of 
its independence. 

There is general agreement that the economic possibilities of this 
little country are extremely limited. However, the possibilities do 
exist, and over a period of time it is to be presumed that they will be 
developed. 
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One of the remarkable things about the capital city, for instance, at 
the present time, is that it is a boomtown. It is like a town out west 
in our early days when the country was opening up. There are people 
building ‘houses, entrepreneurs are going in, new sawmills are going 
up all the time, and there is a vitality there which comes from the 
fact that our presence and the aid program have generated a new 
kind of activity. 

Mr. Passman. It is made prosperous by the American dollar. 

Mr. Parsons. That is right. There is now economic life where 
there was stagnation before. 


DURATION OF PROGRAM IN LAOS 


Mr. Passman. Is it your opinion that, if our objectives are met, we 
will have to continue in this country for many years with large sums 
of money ? 

Mr. Parsons. I would hope a decreasing amount of money, due to 
various things which we have discussed here this afternoon. 


FORMER FRENCH RESPONSIBILITIES IN LAOS 


Mr. Passman. Since Laos became an independent nation in 1955 
have we not taken over many of the functions there which were for- 
merly the responsibility of France, other than military? 

Mr. Parsons. I cannot think just what those responsibilities would 
be, Mr. Chairman. 

Mr. Passman. Perhaps the police force? 

Mr. Parsons. The police force as it now exists is new in the last few 
years. I believe I am correct in stating that there used to be a small 
police force of several hundred people and a gendarmery. The gen- 
darmery no longer exists, although some of its members undoubtedly 
are in the augmented police force. 

When you spoke of France I naturally thought of France as a for- 
eign sovereign power in Laos. Now we have to recognize, and do 
recognize, that Laos is a sovereign nation. 

Mr. Roszertson. I think what we are requesting for Laos in 1959 
is a 27-percent reduction below what we spent there in 1957, so we 
are bringing the program down. It is not going up. We are bring- 
ing it down, and we hope to bring it down further. 

r. Passman. It is what we refer to as nonrecurring expense items. 
The program itself is continuing, is it not? 

Parsons. Mr. Chairman, it is coming down for such reasons 
as this: 


IMPROVEMENTS IN ADMINISTRATION AND PROCUREMENT 


The army now has standard tables of organization and equipment, 
whereas it had none before. It now has central procurement, whereas, 
before, each of the regional commanders procured what he wanted 
when he wanted it. through commercial channels or however else he 
desired. Those are changes which have been induced by our efforts. 

Mr. Passman. Off the record. 

(Discussion held off the record.) 
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COMPARISON OF OBLIGATION FIGURES 


Mr. Passman. According to the justifications before us, for fiscal 
year 1958, the amount will be $———, and the proposed program for 
fiscal 1959 is $———— million. Is that information accurate? 

Mr. Murruy. No, sir. The obligations during fiscal year 1958 
on the economic side are $———— million, and during fiscal year 1959 
it would be $———— million. 

Mr. Passman. You state here that expenditures would be $———— 
million and the program would be $———. 

Mr. Murreny. You are reading expenditures and not obligations, 
Mr. Chairman. Obligations are in the next column. Back in 1957, 
the obligation figure was $44.5 million for nonmilitary. 

Mr. Ropsertson. The figure was not 27 percent below 1957, but a 
little less than 20 percent. It was against . 

Dr. Moyer. You will notice in these tables, page 94, for instance, 
that the amounts in 1958 and 1959 are approximately equal. That 
might be somewhat deceiving because the new funds provided in 
1958 were supplemented with funds in the pipeline from prior years. 

What we have done has been to try to use up everything provided in 
the past. For instance, we deobligated procurement authorizations. 
Goods under these procurement authorizations would have come in at 
a 35-to-1 rate; and so we have deobligated them. The level of aid 
proposed for 1959, compared with earlier years, would represent 
really reduced costs. 

Mr. Passman. Gentlemen, I think it would help the program, help 
the committee, and help our friends in Laos, if they should learn 
that we do respect the value of the American taxpayers’ dollar and 
if our approach should be made from a business standpoint rather 
than a political one almost completely. 








IMPORT IRREGULARITIES 


We were informed reliably that, in many instances, individuals in 
Laos who were granted import licenses would actually accept de- 
livery in Hong Kong, Bangkok, and other points, and that many 
of the imports never actually entered the country, but were diverted, 
some of them into Communist countries. Has this condition been 
brought to your attention ? 

Dr. Moyer. Yes. We have no figures on that, and do not know 
exact amounts. Whether they went to Communist countries, how- 
ever, we would doubt. I do not quite see how that would happen, but 
we do know that there was some diversion when imports reached 
Bangkok, for instance. It could also have been there was some off- 
loading on the railway going between Bangkok and the border. 

Mr. Passman. We ioleraiad the condition, did we not, in some 
instances, and one excuse was that a direct bill of lading could not 
be obtained ? 

Dr. Moyer. I would not like to use the word “tolerated.” What we did 
was, as quickly as possible, to try to get an agreement with forward- 
ing companies to use a through bill of lading. We have only recently 
succeeded in getting such an arrangement. Another thing we did was 
to set up a central warehouse in Bangkok. When goods were destined 











| 
: 
| 





986 


for Vientiane, they were stored here for transshipment, making it easier 
to control. These things were all done, and I think we now have that 
problem pretty well under control. This, surely, was a problem. 

Mr. Parsons. Might I supplement that? 

Mr. Passman. Yes, sir. 

Mr. Parsons. We attacked this problem from a great many different 
viewpoints. We knew there were various kinds of abuses connected 
with importations. We helped the Lao Government to organize their 
economic police and to teach them how to do things which detected 
these kinds of abuses. We also organized their customs service to co- 
operate with the economic police. In addition to that, when we had 
proven cases of fraudulent invoices, we actually went to the lengths 
of suspending cash transfers, as I mentioned a while back. 

Furthermore, when, in the summer of 1957, there were additional 
abuses, we forced a renegotiation of our agreed procedures, so that at 
the present time no import license is issued without the countersigna- 
ture of an official of our USOM in Laos. That agreement was negoti- 
ated back in November. The then USOM chief was instrumental in 
securing it. There have been no allegations of import licenses being 
issued in violation of that agreement since that time. It has been ob- 
served perfectly. 

Mr. Passman. Perhaps the worry would be with respect to those 
which already have been issued and not so much those which will 
be issued. 

UNREALISTIC EXCHANGE RATE 


The official GAO report indicates that, certainly, a large portion 
would stem from the use of cash grants, the unrealistic exchange rate, 
and the poor administrative machinery in the Lao Government. 

Although these import licenses are purported to be subject to ICA 
approval, the reports are to the effect that, actually, there is no 
systematic import pattern, no adequate statistical data for determin- 
ing commodity requirements, no definite criteria for identifying the 
general importers, and there is not. sufficient trained personnel to 
properly administer the program. Will you comment concerning these 
matters ? 

Mr. Parsons. It is certainly true that we need more trained persons 
in Laos, particularly to administer this program. There is no doubt 
about that. 

Wht were some of the other items, Mr. Chairman ? 

Mr. Passman. For one, the matter of issuance of import licenses. 
Although these licenses are purported to be subject to ICA approval, 
reports are to the effect that actually there is no systematic import 
plan, no adequate statistical data for determining commodity require- 
ments, no definite criteria for identifying legitimate imports, and there 
is not sufficient trained personnel, and so on. 

Mr. Parsons. A good portion of that statement reads as though it 
was a discussion of some branch of our domestic economy. 


LAO IMPORT COMPANIES 


In this primitive little country an importer can set up in business 
very simply. There are many importers there, and there are very few 
large importers. So it is not surprising that you have many different 


kinds of importers, but they are all legitimate in the sense that they 
have to qualify for an import license. 
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Mr. Passman. Off the record. 

( Discussion held off the record.) 

Mr. Passman. I understand that the ICA has been bypassed in the 
issuance of import licenses. Has this occurred? If so, why was it 
tolerated ? 

Mr. Parson. It was not tolerated, sir. I testified earlier that on 
one occasion we actually suspended all transfers of cash grant dollars. 
On another occasion we negotiated a completely new procedure for 
the approval of these licenses with United States participation, and, 
with regard to the licenses which had been issued without our partici- 
pation, we obtained a commitment that for the moment the honoring 
of those licenses would be suspended, pending their review by the 
licensing authority. We obtained that review. The total of licenses 
which were fraudulently issued was very much reduced by that pro- 
cedure. 

Mr. Passman. That is encouraging. 

Mr. Rosertson. I would judge from what you say, Mr. Chairman, 
that whoever wrote that report absolutely ignored what had been done 
to stop these abuses. These abuses were never tolerated. 

Mr. Passman. Off the record. 

( Discussion held off the record.) 


EFFORTS TO STOP ABUSES 


Mr. Rosertson. What I want to say, and say again unequivocably, 
is that these abuses never were tolerated. We went through crises 
after crises to see what we could do to stop the abuses. 

As the Ambassador has testified, we completely suspended all pay- 
ments on two occasions at the most critical times. And for this fellow 
to go out there, come back and write a report as if everybody was 
having a nice time, gypping the United States Government, and no- 
body paying attention to what was going on, gives a distorted, untrue 
picture which cannot be substantiated by the facts. 

Mr. Passman. Does that statement indicate you want to refute 
the information given to us about the overpricing by these importers, 
which in some instances was 600 percent ? 

Mr. Rosertson. I did not say there were not abuses. I said they 
were not tolerated. 

Mr. Passman. Certainly they were not tolerated as part of our 
policy. They might possibly have been tolerated because we had 
no alternative. 

Mr. Rosertson. I do not think they were tolerated in any way. 

Mr. Parsons. We did not tolerate anything we discovered that we 
could correct. We went on working on any and every abuse as soon 
as it was discovered to the extent of our capabilities. 

Mr. Passman. Whether your capabilities were 90-percent efficient 
or 99-percent efficient, or less efficient, the record will have to deter- 
mine. 

INTEREST OF LAO OFFICIALS IN IMPORTING FIRMS 


Mr. Ambassador, do you know how many officials of the Lao Gov- 
ernment are financially interested in importing firms? 
Mr. Parsons. I could not give you a statistical answer to that, Mr. 
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Chairman. It is common practice in that part of the world for 
people to be engaged in businesses and in commercial activities as 
well as in government activities. Sometimes they are interested di- 
rectly and sometimes through third parties. It would be very dif- 
ficult to answer it accurately, but it is undoubtedly the case that many 
officials were in business. 

Mr. Passman. I think my statement was verified, and I am quoting 
only from information provided on good authority. Is it your under- 
standing that the Health Minister’s wife has an import license for 
cosmetics, insecticides, and pharmaceutical items? 

Mr. Parsons. Yes, sir. The Oudom Trading Co. is in the phar- 
maceutical business. It is not the largest importer of pharmaceu- 
ticals in Laos. She herself works full time in the hospital at Vien- 
tiane as a skilled worker. She is a Frenchwoman and not a Lao. 

Mr. Passman. Her husband isthe Health Minister, is he not ? 

Mr. Parsons. That is correct. 

Mr. Passman. Her being a French subject would not alter the mal- 
practice, would it? 

Mr. Parsons. It is very difficult for any of us as Americans to un- 
derstand that what is quite normal there is something which is quite 
abhorrent to us. There are only a few educated people in Laos, as I 
said, and as Mr. Robertson’said at one point. There is only 1 doctor 
in the country and there is only 1 engineer in the country. Not long 
ago the entire Cabinet rode to work in one jeep. 

In that kind of a country, where there are very few people who are 
actually engaged in anything which we would call a modern enter- 
prise, the same people who have to run the country also run the busi- 
ness firms. 

T do not condone it, I do not like it, but there it is. 

Mr. Passman. Is $25 million a year not a lot of money to put in 1 
country to maintain the army, where the entire Cabinet goes to work 
in 1 jeep? 

Mr. Parsons. This was a few years ago. I do not think the size 
of the Cabinet 
Mr. Passman. Off the record. 

(Discussion held off the record.) 





INSPECTION OF COMMODITIES IN LAOS 


Mr. Passman. Mr. Ambassador, has the Lao Government been re- 
luctant to permit inspections of commodities in the country? Have 
they been reluctant to permit access to the depots? 

Mr. Parsons. Mr. Chairman, subject to more detailed testimony 
which Dr. Moyer could give on this matter, I would like to say that 
in fields where end-use inspection normally takes place there has been, 
to my knowledge, no definite resistance to this on the part of the Lao 
Government. 

End-use inspections, of course, can include different categories of 
things, such as material furnished to the Army. We have no trouble 
with end-use inspections there to the extent we have the capability 
to carry them out. In those cases we are able to do so. 

With respect to commercial imports which derive from import li- 
censes covered by American dollars sold to the Government of Laos, 
to which Laos has title, end-use inspection there is a different matter. 
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Mr. Passman. I am now looking at page 533 of the page proof of 
the record of the hearings. There is a direct statement here by Mr. 
Keller: 


At the time of our field examination no end-use inspections were being made, 
principally because the Embassy had restricted mission representatives from 
contacting Laos nationals. 

Would you care to comment on that statement ? 

Mr. Parsons. Mr. Chairman, that is the matter to which I referred 
a little bit earlier. I believed you asked me if I knew what the source 
of Mr. Keller’s information was. I said I understood it was the 
Controller of the USOM. 

The message we have from Vientiane with respect to this particular 
matter begins with the following sentence: 


The Controller of the USOM cannot recall making a definite statement which 
indicated that Embassy restrictions prevented effective end-use inspections. 


It includes: 


In the complete absence of any factual evidence supporting the allegation that 
Embassy policy directives hampered appropriate end-use inspections or audit 
activities by the USOM, I must conclude that the allegation is completely 
without foundation. 

That is from the Ambassador in Laos at the present time. 

There is about a page and a half in this message in the same sense, 
supporting those statements. 

r. Passman. Reading further: 

This information was obtained orally from the Controller of the ICA mission, 
and he stated he had been so instructed informally by the Embassy. 

Does that clarify the matter? 

Mr. Parsons. No, sir; I do not recall any such informal instructions. 

Mr. Passman. I am merely reading from Mr. Keller’s testimony. 
When we have such conflict between representatives of two Federal 
agencies it causes considerable difficulty for us to reach sound decisions. 

Mr. Parsons. I can assure you as far as I am concerned I know of 
no such instructions. 


LANGUAGE PROFICIENCY OF UNITED STATES OFFICIAL 


Mr. Gary. Mr. Ambassador, a statement was made before this com- 
mittee that although our Commission in Laos had the authority to 
examine the invoices on the commodities that were going into Laos, 
those invoices were in French, and that the inspector who was placed 
on the job could not read French. Therefore, he did not know what 
was in them and he approved all of them. 

Do you think that is a fair statement ? 

Mr. Parsons. No, sir, lam afraid I do not. 

The representatives on that committee were various individuals at 
different times. I believe the one referred to in this statement was a 
gentleman by the name of Daniel. In any event, the gentleman, 
whether his name was Daniel or not, reads French quite adequately. 
He does not speak it well, but he always has an interpreter with him 
at these meetings who can speak very well indeed, and who would 
call to his attention anything that he might not have understood, 
either oral or written, so I find that a hard statement to accept. 
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Mr. Moyer. May I add this: That the ICA, for several years has 
been financing a contract with the Howell Co., one of whose 
responsibilities was to check invoices. They commonly would make 
their notations on the invoices. They had piles and piles of cata- 
logs from different places giving prices, om before these napened 
licensees ever reached the committee they had been examined and 
comments were made so that the United States representative on this 
committee also had the benefit of those comments. 

Mr. Gary. Then the additional statement was made that our con- 
tracts with the countries were written in English and they didn’t un- 
derstand our contracts. 

Mr. Moyer. Do you know what kind of contract? 

Mr. Gary. Project contracts. 


TRANSLATIONS OF PROJECT AGREEMENTS 


Mr. Parsons. I cannot recall for certain because I didn’t ordinarily 
deal with the project agreements, but I am quite sure that we had 
French translations of them. In any event, the Lao Government offi- 
cials were very interested in knowing what they were subscribing to, 
so I don’t think there is much likelihood of that. 

Mr. Gary. This committee was told that on one occasion a top Lao 
official was discussing a project and he didn’t know that the project 
was covered in the contract at all. 

Mr. Parsons. That may possibly refer to some occasion in which 
the Prime Minister, who was also Minister of Defense, and also Min- 
ister of Veterans Affairs and Minister of Information, and was quite 
a busy fellow, did not know about some provision that appeared in a 
road contract. I remember something to that effect, but that would 
be quite understandable. 

Mr. Gary. But you think that the contracts were prepared in both 
English and French, and were thoroughly understood by the officials 
of the country ? 

Mr. Parsons. I believe they were prepared in both languages and 
I am quite sure they were fairly understood. 

Mr. Gary. It would seem to me they should be written in both 
languages and it is my understanding that in other areas project con- 
tracts are both written in English and the language of the country 
involved so that they can be thoroughly understood by all — 

Mr. Parsons. Any government document was provided in French 
and we provided translations. We communicated in French. I as- 
sume that would hold there also. 

(Discussion off the record.) 

Mr. Passman. I believe sincerely that you can ruin your child or 
an adult by bestowing too many luxuries and making it possible for 
him to have too much money. I believe that maybe Laos is a clear 
indication that some of the abuses came about because actually they 
just had too much money coming into the country, too many import 
licenses, and they were bringing In consumer goods in larger quanti- 
ties than the small percentage of the population could possibly 
consume. : 

Mr. Roserrson. They had great difficulty because they were in no 
way qualified to cope with the problems that confronted them. 

(Discussion off the record.) 

Mr. Passman. Mr. Natcher. 
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PROJECTS IN FAR EAST MUTUAL SECURITY PROGRAMS 


Mr. Narcuer. Mr. Secretary, can you tell me approximately how 
many projects you have underway at the present time in the mutual 
security program in the Far East? 

Mr. Roverrson. No, I couldn’t. I will refer you to Dr. Moyer. 

Mr. Moyer. You mean how many separate projects ! 

Mr. Natcuer. Yes, sir. 

Mr. Moyer. I could only make a guess. I could assemble that in- 
formation, but I would say that it is certainly several hundred. 

Mr. Natcrer. Will you insert the correct number in the record at 
this point? I would like the projects underway in the mutual secu- 
rity program at the present time in the Far East. 

Mr. Tarver. What do you mean by projects? 

Mr. Narcuer. Of every nature. ie other words, any contractual 
obligations, any projects, any programs, everything as far as the Far 
East is concerned in the mutual security program. 

Mr. Wiccteswortu. Technical assistance ? 

Mr. Narcuer. Technical assistance. I would like to know the num- 
ber of projects you have of every nature and description in the Far 
East under the mutual security program that are underway at the 
present time. 

Mr. Moyer. That means technical assistance as well as others? 

Mr. Narcuer. Yes, sir. 

Mr. Taser. Does that mean agreements to furnish equipment? 

Mr. Narcuer. All programs that cost money. 

Mr. Anprews. Soft loans? 

Mr. Natcuer. Yes; all of their programs. Will that be too diffi- 
cult for you to secure? 

Mr. Murruy. I think the difficulty comes in the technical terms 
used. In each of these countries we have two kinds of programs. 
We have a nonproject program, which is the commodity import pro- 
‘gram, and those of course are made up of numerous procurement 
authorizations, et cetera. Then we have the project sector of the pro- 
gram, which may consist of a project in public health, a project in 
agriculture, or project in industry. These latter are very easy to 
count. We can count and add them up. The former is just a pro- 
gram for each country, which consists of the whole commodity import 
program. 

Mr. Natcuer. A general statement. 

Mr. Murruy. We can tell you the amount of money involved and 
the fact it is a commodity import program, 

Mr. Natcuer. The type of program and the amount involved would 
be sufficient. 

That is all, Mr. Chairman. 

Mr. Passman. I think the gentleman has made an excellent re- 
quest. I think it is vital that we should receive the data as to these 
projects. 

(Norr.—The information may be found in the appendix, p. 1514.) 

Mr. Passman. The gentleman from Kentucky has requested that 
you go back to the original request and give us every project. We 
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0 need to have a look at them if we are to recommend money for 
them. 

Mr. Murrny. For each project for fiscal year 1959 it is actually 
listed right in the books before you. 

Mr. PassMan. We want the prior projects under construction. 

Mr. Morey. If we give you a list of projects currently underway, 
then you will have the whole picture. 

Mr. Passman. You also want any incomplete projects ? 

Mr. Narcuer. Yes. 

Mr. Murery. They would currently be underway. 

Mr. Narcuer. Thank you, Mr. Chairman. 

Mr. Passman. Mr. Alexander ? 


EFFECTIVENESS OF PROGRAM IN LAOS 


Mr. ALexanper. Mr. Ambassador, are you satisfied with the type 
of program being carried on in Laos? 

Mr. Parsons. That is a very broad question, sir. I am not fully 
satisfied, no, but then it is not easy to be satisfied with anything that 
you are engaged in. 

Mr. ALexanper. Are the things that we are doing there being effec- 
tive with the people involved, to make them better friends of the 
United States? 

Mr. Parsons. I weuld say this: The main purpose of this program 
has been to maintain the independence of Laos, which has a 600-mile 
frontier with immensely more powerful Communist China and North 
Vietnam. 


IMPORTANCE OF PROGRAM IN LAOS 


The program has maintained the independence of Laos up to the 

present time. I have heard no one say that Laos could remain inde- 
endent without the program. I would point out further that this 

is the only area that I can think of at the moment where territory has 
been recovered from the Communists; two provinces of Laos which 
were behind the bamboo curtain are now in the kingdom. This, in 
a sense, was a divided country. Itisno longer a divided country. The 
Communists are still contesting for it. They never give up contesting 
for any country, but this is a country where the aid program is respon- 
sible in very large part for not only maintaining its independence, 
but for making it possible for the Government to reunite the country 
and to work toward consolidating the reunified country. 

Mr. Avexanper. That is fine, but now would you answer my 
question ? 

Mr. Parsons. Whether this has made the living of the people 
better ? 

Mr. ALexanper. As to whether things we are doing, projects we 
have, money we are spending, is making friends for the United States 
among the people of Laos. 

Mr, Parsons. 85 percent of the people of Laos are illiterate. Many 
of them live on the tops of mountains. Quite a few of them have 
never even heard of the United States, I would imagine. Among 
the limited number who are not in that category, I would say that 
we have made friends, that they have learned a great deal about the 
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power of the United States and about our capacity to do things that 
are vital to their future. 

I think we retain the respect of those people, although there are 
some of them who have fed off us through these abuses we have dis- 
cussed and fed off us in ways which we as Americans consider dis- 
graceful. I don’t want to circle around your question, but it is hard 
to think in those particular terms of this particular situation. 

Mr. ALexanper. Then you would say the only justification for our 
program in Laos is almost a hundred percent political ? 

Mr. Parsons. That is the purpose of the program—a mutual secu- 
rity program in the broadest sense to maintain the security of Laos, 
because it is vital to the security of the whole of southeast Asia and 
important to the security interests of the United States. 


IMPORTANCE OF GAINING FRIENDS IN LAOS 


Mr. Avexanper. Do you not think it is important, with all the 
money we are spending on these projects, to win friends! The gov- 
ernment that is now in power in that country may not be in power 6 
months from now or a year from now. 

Mr. Parsons. I would agree it is important. I think it is probably 
even more important to win respect. I would like to have both, 
friendship and gratitude, but the important thing from the stand- 
point of the interests of the United States is for the programs to do 
what they are above all designed to do; namely, to maintain the inde- 
pendence of the country. 

Mr. Atexanper. We have had testimony before this committee in 
effect stating that prior to our entry there the people had looked at 
the United States as a strong and powerful, intellectual people, but 
after we came in we lost influence due to the way we had managed 
and handled things in the country. Would you like to comment on 
that ? . 

Mr. Parsons. I would say that if that were the case with the im- 
portant people in Laos I do not think that the Prime Minister and 
three of his Cabinet members would have bothered to come over here 
in January and negotiate with Mr. Dulles and Mr. Robertson, and 
I do not think they would have tried to say something, both to our 
Government officials and publicly in addresses before important 
groups in other cities, that would win respect and friendship from 
Americans for Laos. 

ELECTIONS IN LAOS 


Mr. Atexanper. Let us take up the recent elections over there. 
How many seats were they voting for recently this spring? 

Mr. Parsons. They were voting for 20 new seats plus 1 vacancy. 

Mr. Avexanver. How many of the 20 seats did the Communists 
win? 

Mr. Parsons. The Communists won 9 of the 21 seats, the fellow- 
travelers won 4, and the conservative parties won 8. 

Mr. Atexanper. For the committee, what is a fellow-traveler ? 

Mr. Parsons. Well, applied to these people, they are people who 
have worked most of the time rather closely with the Communists 
and who are friendly to them. 
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Mr. Aexanper. That is about the same definition that would be 
applied to a fellow-traveler here ? 

r. Parsons. Yes. They are people who are redeemable. They 
are not necessarily gone. ‘ 

Mr. ALexanver. Do you feel that the results of the elections in Laos 
was a satisfactory showing after the work we had done there? 

Mr. Parsons. No, sir; I most certainly do not. The results were 
very disappointing. I think the people in Laos who were responsible 
for those results have learned a very hard lesson and a very instructive 
lesson, because on the conservative side, as Mr. Robertson testified 
earlier today, they ran 85 candidates. In some constituencies there 
were 6 or 7 conservatives competing against one another. The other 
side, the leftists, ran only about 21 people for the 21 seats. Even 
though the total vote was a victory for the conservatives—Mr. Robert- 
son mentioned that they won nearly three-quarters of the votes—they 
won only one-third of the seats. I feel the folly of running 85 people 
for 21 seats, contrary to the advice of everyone who talked to them— 
not just Americans—is going to be remembered by them. 


IMPROVEMENT OF PROGRAM IN LAOS 


Mr, Atexanper. You said that you were not satisfied with the way 
the program was being conducted. Would you give us your views as 
to how it can better be carried out? 

Mr. Parsons. There, again, I could make either——— 

Mr. Arexanver. Could you give us a specific recommendation 
whereby we might be able to help you do your job? 

Mr. Parsons. Well, I would Tike to speak off the record. 

(Discussion off the record.) 

Mr. Parsons. I would also like to say I feel it is an urgent necessity 
for us to complete the negotiations which were started some time ago 
before the elections in Laos, so that the United States will receive more 
than 35 kip for the dollar. : 

As I mentioned earlier—I do not think you were here at the time— 
the dollars that we have spent for the last 6 months for cash grant 
transfers are not being sold at 35 kip to the dollar. We are getting 
35 kip to the dollar as a downpayment. I think it is necessary that 
we reach a final agreement so that we will get the balance of the kip 
due us under the agreement to be negotiated, and that any further 
cash grant transfers will be at a more realistic rate. I think that*is 
a very urgent necessity and one also of importance to myself and 
every other taxpayer. 

Mr. PassmAn. You say that you are receiving 35 kip to the dollar 
as a downpayment. So we are continuing on that basis, and the dif- 
ference will be negotiated at a subsequent date? 

Mr. Parsons. Perhaps I did not make myself clear. Under the 
interim agreement those dollars on which we got an initial advance 
of 35 kip are held in deposit in a bank. The Lao Government has 
given us its undertaking that they have not used those dollars and 
will not until we have an agreement, and their use of those dollars 
will be governed by the agreement. 

Mr. PassmaAn. But in the meantime there is an advance of 1 dollar 
for 35 kip? 
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Mr. Parsons. In the meantime, as in the past, we will get 35 kip 
for our dollar. 

Mr. Passman. And they will say you either take that or nothing 
and we will take it. 


Mr. Parsons. No, sir. The Prime Minister has agreed in prin- 
ciple to devaluation. 


EFFECT IF LAOS GOES COMMUNISTC 


Mr. Wicctesworrn. Mr. Ambassador, what in your opinion would 
be the effect if Laos went behind the Iron Curtain tomorrow? 

Mr. Parsons. Mr. Wigglesworth, if Laos went behind the Iron 
Curtain you would have a Communist spearhead going straight down 
to Cambodia, flanking Thailand on the one side along the length of 
the Mekong River, along South Vietnam on the other side, and 
reaching to the Cambodian border. Cambodia, unlike Laos, has ac- 
cepted Chinese Communist aid and therefore the contact between 
Communist China and Cambodia would be very much worse for 
Cambodia. Another important consideration would be the effect on 
our allies, South Vietnam and Thailand, if southeast Asia were split 
down the middle. It would make the defense of those two countries 
very much more difficult. It would probably raise the cost to the 
United States by a very large amount and in that situation, where 
southeast Asia would be in jeopardy, we just do not know what the 
outcome would be. I think that there would be broader ramifications. 

From another point of view, if we willingly let Laos go behind the 
Tron Curtain, if we step out and invite the Communists to take over, 
there would be a lot of other countries on the border of the Communist 
bloe that would begin to wonder just how much we value their right 
to be independent. We have had a share in seeing to it that some 
22 countries have become independent since the war. I do not think 
that we would gain much credit among those independent. countries, 
or among many other smaller countries that are under the gun, if we 
willingly let Laos go behind the curtain. 


DURATION OF AID PROGRAM 


Mr. ALExANnbDER. From what you have just told me I get the impres- 
sion that we hold Laos only so long as we pay the price, giving them 
assistance and aid, and we are not building as our primary objective 
friendship and a desire for fredom. Is that a true impression? 
How long do you think this assistance will have to go to Laos if they 
remain free? 

Mr. Parsons. I think the time when Laos will be economically viable 
and self-sufficient is a long ways away. It is very hard to look that 
far into the future. 

(Discussion off the record. ) 


ARMY STRENGTH 


Mr. ALexanper. With regard to the Army of Laos, it is my under- 
standing that we support 25,000 soldiers. We were told in the hear- 
ings that the American officials in Laos had no way of knowing 
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whether they had 25,000 or 10,000. Would you like to comment on 
that # 

Mr. Parsons. I did comment on that earlier, sir, and I said in effect 
that it is very difficult to check the exact number, but that I was sure 
there was no such disparity between the figure of 25,000 and the actual 
number. We know pretty well. We have been all over that country. 
We have seen the different units. We have the French experience. 
We have the presence of the French in Laos, who have been there 
many, many years. 

Mr. Avexanper. Is the army able to take care of any internal 
troubles they might have ? 

Mr. Parsons. Yes, they are useful as an internal security force. I 
have no doubt they would be able to handle the kind of thing I think 
you have in mind—disorders in the cities, and so forth. 


NATIONAL POLICE FORCE 


Mr. Avexanper. Are the members of the police a part of the militia 
as they are in certain South American countries? 

Mr. Parsons. They are separate as a national police force. They 
are still in a fairly early stage of development. 

Mr, ALExANpeER. Are we supporting the police? 

Mr. Parsons. Yes, we are. We do not pay the total cost of the 
police but we pay something like 80 to 85 percent of the cost. 


LAOTIAN’S LOVE OF FREEDOM 


Mr. ALexanver. It has always been my feeling, Mr. Ambassador, 
through some stimulation we have to instill into the people a love of 
freedom, and that we should not do it just through defense. Am I 
entirely wrong in that ? 

Mr. Parsons. No, sir; I agree with you; and I think that that exists 
on the part of the Lao leaders. They are proud of their Lao national- 
ity and the history of their people. It goes way back for six or seven 
hundred years. They want to be free. They feel much as the Cam- 
bodians and the Vietnamese do. 

Mr. AuexaNnper. I have a feeling that we are not capitalizing 
enough on building friendship among the people, but rather we are 
dealing entirely with governments that may fall tomorrow or the next 
year. We will be left just where we started. 


OPERATION BROTHERHOOD 


Mr. Parsons. May I just add this: Some of the projects that we have 
had have brought help of various kinds to the people throughout the 
country. I am thinking of the Philippine Operation Brotherhood. 
I think there are five at present, maybe several more, teams of Fili- 
pino doctors, dentists, nurses, and social workers who are scattered 
through the country bringing to them medicines and things which 
they never had before in Laos, and also reflecting, incidentally, great 
credit on the United States because these Filipinos look like Lao and 
the Lao say, “Well now, how come you can do these things that we 
cannot do and that we have not seen other agencies do?” 
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Then the Filipinos will say, “Well, the Americans taught us these 
things; they taught us how to be doctors and surgeons and they helped 
us a great deal, and we in our Operation Brotherhood are trying to 
help others.” 

Then in the civic action program which is supported by USOM, 
other kinds of work are being done directly by the people and the 
word gets around that it is a part of American assistance. I fully 
agree with you on the desirability of winning the friendship of those 
people and having them know we are their friends. 

I am delighted, for instance, to see people like Dr. Dooley going out 
there and working among the people. 


START OF PROGRAM IN LAOS 


Mr. Rosertson. I may be mistaken, but I rather inferred from your 
line of questioning that we had not made clear how this program in 
Laos happened to start. This is really not an economic program. 

In 1955, just after the Geneva accords, this little nation became in- 
dependent. The French were supporting the army. In January of 
1955 we took over the support of the army from the French. We had 
been aiding the French in the Indochina war. When the war ceased 
as a result of the agreements reached at Geneva, we began giving aid 
directly to Laos. Heretofore, we had given it to the French. Now 
the French were paying this army at a rate which we continued when 
we took it over. At that time the army was engaged in fighting the 
Communist-dominated forces which had refused to give up the two 
provinces which the Geneva accords had ordered them to give up. So 
we were faced with the problem of either continuing the payment of 
the army at the figure that the French had been paying them, or 
reducing the size of the army to save money at the very time when 
the army was being most coated I might add that the army in Laos 
is the strongest single free force in Laos. 

Mr. ALexanper. I understand that Laos is different in many re- 
spects from a lot of other countries we give mutual security to. But 
1 think that it also brings out the fact that we have weaknesses in our 
mutual security program. 

Mr. Rosertson. Off the record. 

( Discussion off the record.) 

Mr. Passman. Thank you, gentlemen. The Committee stands 
adjourned. 


Tuurspay, June 12, 1958. 
Mr. Passman. The Committee will come to order. 
Mr. Andrews, we are continuing with examination of the program 
in Laos. 
Mr. Anprews. Mr. Chairman, you and the other members of the 
committee have pretty well covered this subject. I have just 1 or 2 
questions of the Ambassador. 


SOVIET OR RED CHINESE AID TO LAOS 


Now, Mr. Ambassador, do you know of any aid, financial or other- 
wise, that either Russia or Communist China has given to Laos? 

Mr. Parsons. No, sir; I do not. Laos has never received any aid 
from the Soviet Union, or from other members of the Communist 
bloc. There are no Communist bloc aid missions there. 
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Mr. Anprews. Has any aid been offered by the Communist bloc 
and refused by Laos? 

Mr. Parsons. Yes, that is the case. Last year in February or 
March, I believe, the leader of the Pathet Lao made acceptance by 
the Royal Government of aid from Communist China one of his con- 
ditions for agreement with the Government that they would come back 
with the rest of the Lao and give up the two provinces they held. 
The amount of the aid was never confirmed directly by him, so far 
as I know. But the information which we received was that he had 
offered $75 million worth of aid from Communist China. 

Mr. Anprews. What kind of aid? 

Mr. Parsons. Almost any kind that the Lao Government desired. 
They would support the army; they would do various other things 
that would benefit the Royal Government. They also would give proj- 
ect assistance, assistance that would help the people. It was never 
specifically elaborated. We were not present when this offer was 
made, but that is the information that came to us. 

Mr. Anprews. Was it considered to have been made seriously or was 
it just another case of a promise ? 

Mr. Parsons. Indeed it was made seriously and it was taken so 
seriously that the Royal Government broke off negotiations soon after 
that and there was a general feeling in Laos at the time among the 
leaders that this indicated that the leader of the Pathet Lao was work- 
ing for the Communists and not for the good of the kingdom, that he 
was acting as an agent for an outside power. 

Mr. Passman. Is it not a matter of record that Red China and Rus- 
sia are very strong on promises but extremely weak on deliveries, or 
making good on those promises? Would that factor enter into the 
friendliness that appears to exist when we are offering our aid? 

Mr. Parsons. I would like to answer the part of it relating to Laos, 
and, if you will permit, I would like you to pass the general question 
to Secretary Robertson. 

As regards Laos, I think the feeling of the leaders was that the 
acceptance of Soviet aid or Communist aid would be attended by a 
threat to their independence. I am not sure at all, in fact I would 
doubt they felt they could get more out of us than they could get out 
of the Communist bloc. That is a highly speculative matter, in my 
opinion. I do not recall ever hearing a discussion of that by the Lao 
leaders. I think that their reaction was, “Which is the safest for our 
country? Does the United States have ulterior motives? Does the 
Soviet Union, or does Communist China, have ulterior motives?” 
And I think the answer was obviously that the United States was 
working in the interest of Lao independence and that they had a con- 
trary view of the offers from the Communist bloc. 


COUNTRIES RECEIVING AID FROM BOTH THE UNITED STATES 
AND THE COMMUNISTS 


Mr. Passman. How would you answer if the question should be 
asked relative to Burma? They are receiving aid from either side. 

Mr. Rosertson. The so-called neutralist countries do and have ac- 
cepted aid from both the Communist bloc and from the United States. 
You asked the question a while ago if the Russians were not long on 
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promises and short on deliveries. I personally do not think that is 
true. They have extended extensive aid to Indonesia. You com- 
mented yesterday on what you had observed they had done in Burma. 
They have extended substantial aid to Cambodia. I think as Ambas- 
sador Parsons does, that those countries which have accepted aid 
from the Communist bloc have been rather disturbed by the activities 
of the Communists once they come into their country. 

(Discussion off the record.) 

I think in answer to your question they are in no sense bluffing. 
They would be delighted to take our place in these countries. I think 
one of the tributes to the effectiveness of these programs is the fact 
that the Communists have begun to imitate them. A few years ago 
they did not go out and extend this kind of aid to these countries. So 
I think the very fact that they have changed their tactics and are now 
offering aid is a tribute in a sense to the effectiveness of our programs. 
And I should like to say further that there is no country in the world 
I know of receiving American aid that has ever gone behind the Lron 
or Bamboo Curtain. 

Mr. Gary. Is it not a fact, though, Mr. Robertson, insofar as their 
economic aid is concerned it is all loans rather than gifts? 

Mr. Roperrson. I am not familiar with the terms of all their aid. 
They give lines of credit and generally—those 1 am familiar with— 
they are long-term loans on easy terms. 


COMPETITION WITTL RUSSIA ON AN ECONOMIC BASIS TO GAIN FRIENDS 


Mr. Passman. The record is loaded with testimony, dating as far 
back to 4 or 5 years ago, to the effect that we were rapidly reaching 
the point where we w ould be competing with Russia on an economic 
basis for the friendship of these countries, and it was denied that 
this was so. In presenting these bills I shall probably use some quo- 
tations to the effect that we would never permit such a condition to 
exist and that we would not be led into predicament of that nature 
in this foreign aid program. I hope that before we have concluded 
these hearings there will be some evidence presented showing that 
Russia has actually given something to some nation. Thus far it has 
been clearly indicated that many of the loans are short-term loans, 
that Russia was driving a hard bargain, and that the loans must be 
repaid with punctuality. It also has been indicated that some of the 
nations receiving Soviet aid have wound up paying Russia a sub- 
stantial profit. 

For example, there is the rice deal with Burma. I think Russia 
came out of that transaction with a sizable profit, over and above the 
original amount of the aid. 

Perhaps before we have concluded the hearings there might be pre- 
sented some substantial proof that Russia has actually made some 
gifts to other countries, rather than just rumors that there have been 
such gifts. 

LOANS TO BURMA BY RUSSIA AND RED CHINA 


Mr. Roserrson. You were talking about short-term loans. With 
regard to the $30 million aid to Burma, according to the information 
we have, the repayment period was 20 years. No interest rate was 
stated. The loan was for equipment and technical assistance for the 
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construction of a technological institute, hotel, hospital, cultural 
sports complex, parton agricultural industrial exhi ition, theater 
and conference hall. This was in the form of gifts to be repaid by 
gifts of rice. 

The Soviets also gave Burma a $3 million credit which was repay- 
able in 5 years at an interest rate of 244 percent. This credit was for 
the construction of an agricultural implements factory. ‘The repay- 
ment was to be in rice. 

From Communist China, $4, 200,000. We do not know what the re- 
payment terms are, but this is a credit for the construction of a 
40,000-spindle textile mill. The repayment is to be in rice. 

Mr. Passman. We spent more than that in 1 day on our foreign aid 
program. 

Mr. Rosertson. When we get to the subject of Burma, because you 
have been there, I would like to go into more detail about this situa- 
tion. 

Mr. Passman. The distinguished Secretary is absolutely fair im 
answering these questions, but it has not been established yet that 
Russia or China has given these countries anything at all. I am 
familiar somewhat with the deal that permitted us to save our pride. 

I wish that we could find out, and I think that it would help our 
program to do so, whether or not there is substantiation for the rumors 
that Russia and Red China have given aid to these nations without 
getting something in return of equal or greater value. That is what 
we are trying toestablish. Iam sure that the distinguished Secretary 
and the Ambassador would not want to see us placed in a position 
whereby threats and rumors would lead us into making larger con- 
tributions than needed for the program. It would be advantageous 
if we could pin down that the Russians are actually delivering on 
these promises something free with no strings attached, other than 
just what we might read in the newspapers, or something on the black- 
boards illustr ating paperwork. 


UNDERLYING REASONS FOR RUSSIAN AND RED CHINESE AID 


Mr. Rosertson. I think what they are getting in return is what they 
want most of all, and that is to get their agents into the country, to 
send in their technicians and experts, which will give them the oppor- 
tunity of engaging in subversion against the governments of those 
countries. Subversion is also one of the activities of the Communist 
Embassy staffs. 

Such activity of the Russians and Chinese Communists is one of the 
things which has disturbed them most about what the objective of the 
Soviets really is. 

I should also like to point out the difference why we give aid in 
certain instances where you say they do not. We give military aid 
to many of these countries in order to maintain an army for ‘their 
defense. The Russians do not have to build up armies for their de- 
fense, because they know perfectly well, whatever they may say, that 
the free world is not threatening the independence of these countries. 
So, if they have no armies at all it suits the Soviets all the better. It 
makes a military takeover much easier if the occasion arises, and they 
dare to risk coming into combat with the free world in any such 
venture. 
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Our objective is entirely different from theirs. We are trying to 
help these countries maintain their independence. They are trying to 
subvert their independence. 


EXPENSES OF TECHNICIANS UNDER U. N. TECHNICAL AID PROGRAM 


Mr. PassmMan. That is one reason why I am very suspicious of the 
United Nations technical aid program, where we send good American 
dollars, and in some instances, if not many instances, American dol- 
lars are paying for Russian technicians to go into these countries. 

Mr. Roserrson. I never heard of that. You are telling me some- 
thing I do not know. 

Mr. Passman. Are they not also contributing something to the 
United Nations Technical Aid Fund ? 

Mr. Mureny. Yes, sir; they are. 

Mr. Passman. Is it not also true that in certain instances nations 
request that Russian technicians be sent in ? 

Mr. Murrpny. Yes, sir, Mr. Chairman, but in no instance, I assure 
you, have any of the American contributions been used to pay the 
expenses of any Russian technician. 

Mr. Passman. How do you know that ? 

Mr. Mourreny. I can establish that without any question, Mr. 
Chairman. 

Mr. Passman. Do we have technicians in any country where the 
U.N. issending in Russian technicians ¢ 

Mr. Murreny. I am sure we must have, Mr. Chairman, but that is a 
different thing. 

Mr. Passman. In your opinion it is different. 

Mr. Murpuy. In any event, our dollars are not being used to pay 
for Russian technicians, I can assure you. 

Mr. Passman. You are not paying them directly, but this money 
goes into the United Nations aid program, and many nations con- 
tribute to it; do they not ? 

Mr. Murrny. Yes, sir; they do. 

Mr. Passman. And you find that paid with money from this gen- 
eral fund there are countries where you have Russian technicians and 
you also have American technicians ? 

Mr. Murruy. Yes, sir, but the Russian technicians are financed by 
the Russian ruble contribution. It is not financed by our dollars. 

Mr. Passman. Then why do you want a fund like this, if each na- 
tion is going to receive back most of the currency for its technicians 
which are involved? Our dollars certainly have to spill over into some 
. Of the activities of these other nations. 

Mr. Mourruy. I did not say that the American dollars were not 
used for non-American technicians, but they are positively not used 
for any Russian technicians. I am sure some of our dollar contribu- 
tions do finance in part the expenses of technicians coming from other 
nations of the free world, but I am positive they do not finance any 
of the Russian expense, because the Russians pay only in rubles. 

Mr. Passman. If that should be changed, of course, the dollars 
and rubles could be mixed overnight ? 

Mr. Murpny. If there was a common dollar fund. 

Mr. Passman. But, is not my statement correct? The Russians are 
paying their portion in rubles, and our portion is paid by American 
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dollars. However, if these payments went into a general fund you 
would have no way of knowing. 

Mr. Morrry. If it went into the general fund, it would present 
an entirely different situation than we ‘have today, Mr. Chairman, and 
would have to be looked at in that light. 

Mr. Passman. We shall look at it in that light when we get to it. 


OUR SUPPORT OF THE POLICE FORCE IN LAOS 


Mr. Anprews. Mr. Ambassador, I understood you to say yesterday 
that we support the police of Laos partially ¢ 

Mr. Parsons. Yes, sir; I think I said 80 to 85 percent of the cost 
of the police. 

Mr. Anprews. Do you know what amount that is in money? 

Mr. Parsons. We have it readily available, sir. 

Mr. Moyer. Mr. Andrews, it has varied from year to year. The 
1959 program proposes a little more than $1 million in dollars, and 
the local currency amount is about $3 million. The total runs around 
$4 million, and that is about what it has been over the last few years. 
It was approximately that this year and a little less than that the year 
before. 

Mr. Anprews. Is that in addition to the $25 million that we put 
up for the army? 

Mr. Moyer. Yes, sir 

Mr. Anprews. Is the police organization separate from the army? 

Mr. Moyer. Yes, sir. 


MAINTENANCE OF TRANSPORTATION EQUIPMENT 


Mr. Anprews. Are you familiar with the report which this com- 
mittee had about police cars wearing out quickly due to lack of proper 
lubrication and the use of oil in the cars? 

Mr. Moyer. Yes, sir; I am familiar with that, and I have gathered 
the information we have in Washington; we have cabled our mission 
to supplement it, but this is the information which we have here. We 
did provide transportation equipment in the fiscal year 1955 program. 
It consisted of 80 jeeps, 30 motorcycles, and 6 water-tank trucks, 
According to our records, we did not furnish further equipment in 
1956 or 1957, but in 1958 we did provide $50,000 for spare parts, and 
some other things such as arms and ammunition, to be specific. We 
have cabled for the details of what they are planning in 1959, but in 
response to the specific charge of poor maintenance 

Mr. Anprews. What report did you get as to the poor maintenance 
of that equipment ? * 

Mr. Moyer. is have not yet, sir, had the reply to the cable. 

Mr. Anprews. I do not mean the reply, but I mean the report which 
same to you, I assume, from the GAO. 

Mr. Moyer. Yes, sir; from the GAO statement, which said in effect 
that the maintenance was inadequate and further, that simple services 
such as greasing and oil changing are seldom done. 

We are prepared to believe that the maintenance is not adequate, 
but I do not believe that these vehicles would have lasted from that 
time until now if there had been neglect entirely of such simple things 
as oil changes and greasing. 
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How serious the neglect has been is what we are awaiting a reply 
on, but I think we can conclude from the fact that there have not been 
further replacements until now and that at least a number of these 
vehicles are still in operation, that the implication of that statement 
is probably misleading. 


MONEYS BUDGETED FOR MOTOR EQUIPMENT IN FISCAL 1959 


Mr. Anprews. Is there any money in this budget for motor equip- 
ment for the police department in fiscal 1959? 

Mr. Moyer. There is some for new equipment and, as I say, we have 
cabled for the precise details. 

Mr. Anprews. How much is in this budget for motor equipment for 
the police department for Laos in 1959? 

Mr. Moyer. That, sir, is what we have cabled for. In 1958, it was 
only for spare parts. 


FUNDS FOR SUPPORT OF ARMY 


Mr. Anprews. Mr. Ambassador, would you tell us briefly, how the 
$25 million for the army is spent? I mean by that this: This country 
gives to Lao Government officials $25 million in cash; is that right ? 

Mr. Parsons. The part of the army costs that are financed by cash- 
grant transfers are ordinarily released approximately the 10th of each 
month in the form of a check on the Treasury of the United States to 
the order of the Minister of Finance of the Royal Government of 
Laos. That check is then deposited in the National Bank of Laos— 
the Central Bank—as a foreign-exchange transaction, and then trans- 
ferred to New York for deposit to the account of the Lao National 
Bank there in a banking institution. The Lao Government, in return 
for that check, provides us with the equivalent in kips at the regular 
rate of exchange. 

Mr. Anprews. Is that 35 kips to the dollar? 

Mr. Parsons. Yes, sir. That is deposited to the special account, 
the counterpart fund. Then, in due course, they authorize the release 
of the kips for paying the army and for other expenses of the army. I 
should add, since we have mentioned the rate of 35 to 1, that the interim 
agreement which I mentioned yesterday governs all such transfers 
which have occurred beginning with the 10th of February and since 
then. 

CONDITION OF THE LAO ARMY 


Mr. Anprews. Do you know anything about the condition of the 
Lao Army ¢ 

Mr. Parsons. Well, I am not a military expert. 

Mr. Anprews. Is it in a fighting condition, or do you know? 

Mr. Parsons. I am not a military man, but I recall when a contin- 
gent of Lao troops came off a mountaintop which they had held for 
something like 114 years, completely cut off and surrounded by the 
Pathet Lao; when they came down from that mountaintop, there were 
only about 50 left out of the original group of 150 orso. The rest were 
all casualties. They came down as hardened veterans and just as 
cocky as they could be. That, apparently, very much affected the 
agreement between the Pathet Lao and the Royal Government. 
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That is probably an exceptional group. They had been in a par- 
ticularly tough combat situation, but there were a good many thou- 
sands of those troops who were in combat in the jungle and in the 
mountain country. They were tough fighters, as individuals and in 
small groups. They are not trained to fight in large groups, such 
as regiments or divisions. The nature of the country and the nature 
of the threat they had to meet precluded fighting in large units. 

Mr. Anprews. Are they also jungle fighters? 

Mr. Parsons. Yes, sir; jungle fighters. 

Mr. Anprews. Do their operations include mountain fighting, also? 

Mr. Parsons. Yes; mountain warfare and tropical jungle fighting, 
also. I am sure the Defense Department representative is much 
better qualified to speak on this subject from the military point of 
view than I am, sir. He may wish to add something to that. 

Mr. Suurr. May I supplement, just briefly? I have not been on 
the scene myself, and the Ambassador has, but I think the objective 
of this program, sir, is to definitely establish the capability of this 
force to assure internal security and, in addition to that, it is designed 
to provide initial resistance in the ev vent that any attac ke be made from 
the north or the northeast. 

Mr. Anprews. Assuming that they should be attacked from the 
north or the northeast, do you think that the present Lao Army would 
be able to slow down or stop such an attack # 

Mr. Suourr. I think the best at this time—and this had better be off 
the record 

(Discussion off the record.) 





EDUCATIONAL QUALIFICATIONS OF THE LAO ARMY OFFICER 


Mr. Anprews. What about the educational qualifications of the 
average leader of the army ? 

Mr. Suurr. I think you had better address yourself.to that, Mr. 
Ambassador. I do not know them, personally. Do you know some 
of the leaders, personally ? 

Mr. Parsons. I know quite a number of the officers, personally. 
From the fact that they speak French fluently, I think one could 
conclude that they had hs ud, at least, the equivalent of a high-school 
education, and, in some cases, special training courses under the 
French that would go to a considerably higher ‘evel in the militar y 
sphere. The chief of staff of the army, General Sounthone, is an 
educated man, and a man of consider ‘able horizon, one might say. 
The colonels in command of the four military districts, all the ones I 
know, and particularly the one I know best, who has operated i in the 
north, are all practical fighting men with some years of jungle war- 
fare experience and actual combat behind them. One of them was 
here just the other day, Colonel Ouane, who is one of the toughest 
individuals I have met in Asia. 

Mr. Suurr. May I supplement that by saying this, Mr. Andrews: 
The French have trained these people over a period of time, and our 
program has contained in the past something in the nature of a half 
million dollars for training. So, I would think that specialized train- 
ing for a force of this nature has been adequate to do the job. Off the 
record. 

( Tdiscussion off the record.) 
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DR. THOMAS DOOLEY MISSION TO LAOS 


Mr. Anprews. Mr. Ambassador, I read in the recent issue of 
Reader’s Digest a very interesting story about a young doctor, whose 
name, I think, was Dooley, and the 1-man medical mission that he took 
to Laos with 3 assistants. He financed his program with private con- 
tributions and, from what I read, he did a wonderful job over there in 
the remote areas of that country. He built good will among the peo- 
ple and spent about a year there. Do you know him? 

Mr. Parsons. Yes, sir; 1 do; I know him well. 

Mr. Anprews. Did ICA make any contribution, financially or other- 
wise, to the mission that he had ¢ 

Mr. Parsons. Not in any formal sense, such as project assistance or 
anything of that kind. It was, as you stated, really a private mission. 
Individual members of the ICA mission, I believe, used to put him up 
when he came to town—there are no hotels which are livable—and 
they gave him assistance of that kind, but no formal assistance. 

Mr. Anprews. He made a wonderful impression on those people, 
according to that story he wrote, and I conclude that he did more good 
there with his three-man team and $50,000 than we have done with our 
ICA team and millions of dollars. 

Mr. Parsons. Well, he did a remarkable job, and he did it in several 
ways. The two areas where he worked—each one for 3 to 4 months— 
benefited tremendously and they reacted extremely well to Dr. Dooley. 
I am sure that it was a real credit to the United States and I sup- 
ported his work of that kind to the best of my ability. The lack of a 
followthrough in that kind of an effort poses certain problems. When 
the American doctor goes away, there is a sense of letdown and ill- 
nesses still occur and malnutrition still er ops up. 


SETTING UP MEDICAL TEAMS 


Mr. Anprews. Have you given any thought of trying to put medical 
teams into countries like Laos and financing them out of this program ¢ 
( Discussion off the record.) 

Mr. Gary. Do we not have medical teams all over the world? 

Mr. Anprews. No; not in Laos. 

Mr. Gary. I was under the impression that a large part of the medi- 
cal aid in this program is in the field of health, and that we send 
medical experts all over the world to advise in health matters. Is not 
that correct ? 

Mr. Moyer. Yes, sir; that is correct. The form of aid varies with 
the country, the problem, and the particular situation where we can 
be effective, but I think in the Far East, in certaintly most of our coun- 
tries and possibly all except Burma and Japan where we do not have 
such teams, that we do have kind of effort. 

Mr. Gary. But, we have appropriated large sums in this program 
for the eradiction of malaria, and for the eradication of trachoma and 
various other diseases of that kind ; have we not ¢ 

Mr. Moyer. That is true, and ‘particularly in malaria, wit! very 
striking results in cases like the Philippines, Thailand, and Taiwan 
where great progress has been made toward wiping out the disease. 
One can go into many parts of these countries without encountering 
any danger from these diseases, which was not true several years ago. 
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(Discussion off the record.) 

Mr. Parsons. I visited a number of the Operation Brotherhood 
teams in the countryside. As I recall it, a typical team would include 
about 3 doctors, a surgeon, 1 dentist, 2 nurses and a sort of general 
administrative fixer-type of individual, and a social worker. 

Mr. Anprews. How long have those teams operated in Laos? 

Mr. Parsons. I think the first two—my memory is a little hazy on 
this—arrived there about the end of 1956 or early 1957. 

Mr. Anprews. Was that while Dr. Dooley was there? 

Mr. Parsons. Yes; there were teams there when he was there, and 
they thought very well of each other and they got along fine. 

Mr. Anprews. How many Philippine teams are there ¢ 

Mr. Parsons. I think there are 7 at the present moment which is 
not enough to have 1 resident in each of the 12 provinces, but they 
have been virtually all over Laos now. 

Mr. Anprews. From what I read about the country and what I 
gathered from Dr. Dooley’s story, I really think that is the most 
practical and effective way to help those people that one can use. 
That is all, Mr. Chairman. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Rosertson. May I make a comment? 

Mr. Anprews. Yes, sir. 

Mr. Rosertson. I heartily agree that programs of this kind in 
countries where the needs are infinite—— 

Mr. Anprews. That is right. 

Mr. Rosertson. Programs of this kind probably produce a greater 
measure of good will among the people than any kind of thing we 
could do, but I want to make this observation: The larger part of the 
money we have spent in Laos has been performing a service for these 
people that many of them do not know anything about. 

Mr. Anprews. The people that Dr. Dooley visited knew nothing 
about medical services, and they were using witch doctors. 

Mr. Rosertson. What I mean is this, Mr. Congressman: We have 
been paying the army that kept the Pathet Lao from taking over 
their country. Many of these people are illiterate and they cannot 
read or write, and they know nothing about the political issues in- 
volved between communism and free worldism. So, the very fact 
that we had a program there backing the army who were fighting 
the Communist troops gave teams like Dr. Dooley’s and Operation 
Brotherhood a chance to operate. In other words, if the country had 
been taken over by the Communists, which surely would have hap- 
pened if we had not supported the army, there would have been no 
opportunity to do the kind of work that these gentlemen have been 
doing. 
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RELIGIOUS SITUATION IN LAOS 


Mr. ALexanper. Mr, Ambassador, what is the religious situation 
in Laos, and with particular reference as to whether we have any 
missionaries of any kind in that country ? 

Mr. Parsons. ‘The country is soetbancddlty Buddhist. Almost 
everyone is a Buddhist, but in the more primitive areas Buddhism is 
. tinged with something simpler. Ma retract that “simpler,” be- 

cause Buddhism is not simple, and what I mean is Buddhism tinged 
with animism, possibly, that came earlier. With reference to mis- 
sionaries, there are a Protestant group there, and also Catholic groups 
there. The number of Protestant families is about 6 or 7, I believe. 
The Catholic missionaries have been there since the early French days. 


POLITICAL PROBLEMS 


Might I revert to the question which Mr. Robertson was just an- 
swering, and add one more sentence? These programs, to help medi- 
cally to develop communities and to improve the educational level of 
the country, are all among the most valuable things we can do, and 
no one regretted more than I that we could not do more in that field 
because it really pays off in the long run. But it is the long-run point 
that I would like to make. We were in a situation which was pre- 
carious, and was changing almost overnight. We never knew the next 
day whether we would find some very unfortunate new development re- 
lating to the Pathet Lao or to agreements between Prince Souphanou- 
vong, who controlled the Pathet Lao, and Prince Souvanna Phouma, 
who was Prime Minister of the country. So, that kind of aid was 
long term, but what we had to deal with was a short-term crisis 
day after day. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


LAOTIANS KNOWLEDGE OF UNITED STATES AID 


Mr. Passman. We have been told on numerous occasions that we 
were dealing with governments and not people in this program. I 
think some of the top-echelon witnesses have stated it was not partic- 
ularly important for the people to know about the aid, but that it was 
the officials of the government who should know. 

Do the people in Laos know whether this aid is coming from 
America or whether it is coming from the Communists ? 

Mr. Ropertson. Yes, sir. In my opinion they do. 

Mr. Passman. But there is no program to educate them to the fact 
that it is American aid? 

Mr. Roperrson. In Laos, as elsewhere, the projects have a sign 
up indicating that this is the result of Lao-American cooperation 
under the mutual security program. Our USIS has worked very 
hard to let it be known what we were doing, and so on. 

Now, there are limitations on that, in that we want the Lao people 
to be loyal to their own government, and to realize that the Royal 
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Government is working for them. In other words, we want to develop 
their sense of nationalism and we want the Lao Government to 
receive credit for things which help the people, too. 

Mr. Passman. That last part answered my questior, and it is the 
same type of information we have been given throughout the years— 
that we were dealing with governments and not the ‘people. 


COST OF THE FOREIGN-AID PROGRAMS 


[ never like to deal with figures loosely, and I never get any figures 
out of the air. I am now in receipt of what I shall refer to as an 
authentic report which I requested Fen the Library of Congress, pre- 
pared by Mr. Hermann Ficker, International Finance and Trade, 
Economics Division, outlining the costs of the foreign-aid programs. I 
shall insert the data in the record. 

The report has indicated that the actual grants and utilized loans 
not included in this total are United States ‘capital investments such 
as the international banks, but the actual grants and loans in kind 
expended 1 in the postwar period from July 1, 1945, through June 30, 
1957, amounted to $68,517,296,000, and the amount available for ex- 
penditure on July 1, 1957, amounted to $1 3,600 million, making our 
total postwar aid to foreign nations, expended or obligated, $82,117,- 
296,000. 

Mr. Wiacieswortnu. Is this a worldwide picture ? 

Mr. Passman. Yes, sir. Then it would go back and pick up—— 

Mr. Anprews. Before you go back, does that include fiscal 1958? 

Mr. Passman. Yes, sir. 

Mr. Denton. What was that total amount? 

Mr. Passman. $82,117,296,000. 

Mr. Denton. When did it start? 

Mr. Passman. This is the postwar period, starting July 1, 1945, 
and continuing through June 30, 1957, or 12 years. If you add to that 
the war period, from 1940 to 1945, then the total amounted to $134,- 
761,593,000. 

I shall submit the certified copy for the record, and after it has been 
copied, completely, I wish to have it returned to me. It may get me 
into and out of a lot of arguments. 

Mr. Wiceieswortn. I assume, Mr. Chairman, that analysis and 
comment is in order after the ICA has had an opportunity to examine 
the figures. 

Mr. Passman. Certainly. 

Mr. Wiceireswortu. I am referring to the International Cooperation 
Administration. 

Mr. PassMan. Yes, sir. 

Mr. WiecteswortH. I want the ICA to present for the record its 
analysis and comment of the figures, individually after the statement 
that you are presenting for the record. 

Mr. Passman. The Library of Congress is available to Members of 
Congress, and I use it. I much prefer to do that rather than rely 
upon unverified statistics and other information. 
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(The statement referred to follows :) 


UnitTep STATES Foreragn Arp, Pertop Juty 1, 1940, to June 30, 1958 


Gross foreign aid disbursed by the United States to all countries and inter- 
national organizations for the postwar period, July 1, 1945, through June 30, 
1957, amounted to: 





IN Seige ee a es eta enn dleenerensalceal : $53, 236, 997, 000 
Wetiined’ lode oc! cee cee a GE et Ae Se 15, 280, 299, 000 
RIN crciccteesne'awseeteaco cn cote iic aigeiig taleeianslt on cease eS eee eked 68, 517, 296, 000 

Not included in this total are United States capital investments of $3,420 
millions in the— Millions 
International BiaUR «ite Letcdabireeniéicded.}) apenas $635 
International Memeteey Wand. oq nn ei ~ hr i ese ee 
International Finance Corporation___~__- ie 5 anism Seabaeiain 35 
ate) on. = acccicncnttabbtitiiacindcides cathedral Rt ii wks eet BE 3, 420 


It was estimated that on July 1, 1957, approximately $10 billion in carryover 
funds were available for foreign aid during fiscal 1958. This did not mean 
that there were $10 billion in cash available for disbursement. 

This total resulted from prior authorizations and was substantially com- 
mitted in long-range contracts under which the goods and services had not 
yet been finally delivered. Availabilities by categories were: 


Billions 

PEPE SPARES ODE SOFTEE skids etaen bd tkcd hia ack eee $4. 0 
CaN No Sana cetntatsc takin a capeaie Midge teats acta ake tains taaaamases Zoe 
CRI CUM CR anil on rs eps eae tein cs aes cecal 3.8 
ORT no escrcitinicietiinteks qusciciigicnddbige iia. eta tare one eee 10.0 


Additional $3.6 billion were also provided for fiscal year 1958 by the 85th 


Congress, Ist session. During fiscal 1958 $13.6 billion were available for foreign 
aid: 


Billions 
Military grants and services___._.__...________ Sine oo gn ee 
ae vee ROI ne Tr ee Oecd tek aaionicmaaee aaa, ae 
Cvenrew Mie Wow S0 ss sk lk hkl S Beaks ied a eae SS 1 5th ee 


In recapitulation, it can be stated that gross foreign aid disbursed and still 
available for the period July 1, 1940—June 30, 1958, is as follows: 


1. War period: July 1, 1940—June 30, 1945: 


Lend-lease _....... $46, 728, 287, 000 


I Tanai ete Seeenincencd occ sec ese 1, 400, 010, 000 
Credits and loans________ i cin a el a ae 1, 096, 000, 000 
Total___ icine ieeaitiaitibak acm abies aa i : _.... 49, 224, 297, 000 

2. Postwar period: July 1, 1945-June 30, 1957: 
Gramte-in-Oie ook kee Sei ee Se ec Bee Set ae 53, 286, 997, 000 
SRC CASI I a 15, 280, 299. 000 
Teta je ee ee eS ee ee 2S Ae 68, 517, 296, 000 
3. Available July 1, 1957—June 30, 1958 epee ee a tla bla 13, 600, 000, 000 
4 FInternational Banik andl WamGbs cciicise cedeteice nial 3, 420, 000, 000 
CHO INR CG a ia dice ceric ccd in hei ss eo hee 134, 761, 593, 000 


(The statement of the ICA on this matter may be found in the 
qk on p. 1553.) 
r. Wiceteswortu. I understand we are still talking about Laos, 
and Laos only; is that correct ? 


7 PassMan. Yes, but you also may inquire as to other areas if you 
so desire. 
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Mr. Wiceteswortu. I have only two questions : 
TOTAL PROGRAM IN LAOS, 1957-59 


First, looking at the breakdowns which have been furnished us, and 
without going into classified figures, I understand that so far as Laos 
is concer ned, “the military assistance program which has been rather 

moderate, relati ively speaking, has increased somewhat, and that the 
economic program has decreased very materially. I have i in mind the 
3-year period of 1957 and 1959. 

That is correct as a general statement; is it not ¢ 

Mr. Parsons. Yes, sir. 

Mr. Wiacieswortu. The overall total has also decreased materially 
if you look at the 3-year period. 

Mr. Murrny. Yes, sir; it has. 

Mr. Wiceiteswortu. Secondly, Mr. Ambassador, we have had a 
pretty prolonged examination on this country which, of course, is only 
1 of the 10 in the area under consideration, and the smallest of the 10, 
I believe, is it not ? 

Mr. Parsons. Yes, sir. 

Mr. Wicetreswortu. Is there anything in the light of the question- 
ing of yesterday and today that you feel you ought to add, or would 
like to add, for the benefit of the committee ? 


PURPOSE OF PROGRAM IN LAOS 


Mr. Parsons. Sir, I would say only this: I would like to recapitulate 
what I said at one point yester day, and what is also said in Mr. Robert- 
son’s initial statement, that this is a program having the broad mutual 
security purpose of preserving the independence of ‘this small country. 
The independence of this small country is important for the other 
countries of southeast Asia, and therefore of great significance from 
the standpoint of the security of the United States, because from Laos 
in that corner of southeast Asia could stem a much larger train of 
events if we are not successful there in helping these people maintain 
their independence. 


IMPROVEMENT IN CONDITIONS 


I would say also that when they started, the Lao had virtually 
nothing with which to work—a very limited number of people with 
any know- how, very little in the way of material assets, no railroads, 
no country wide communications network, very little in the w ay of 
schools. Virtually everything was lacking in that country. The con- 
trast between Laos and, for “example, Malaya when it achieved its 
independence, could not have been more complete. 

Tt is natural that there would be many initial difficulties. The 
country started without any true cohesiveness, because it did not have 
the means for it. Tt was a little bit like—this is a farfetched compari- 
son, perhaps, our Thirteen Colonies when they first came together, when 
they knew that if they continued each going their separate ways, the fu- 


ture would be much more difficult. The Laotiane are just coming to 
that appreciation—that they have got to pull together. I think what 
happened in the elections this spring—and I said yesterday that was 
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a sharp disappointment—is going to be a salutary lesson to them, and 
that over the period immediately ahead constructive work can be done. 
This is the crucial period now—the beginning of the next year or so 
in Laos—and I hope very much that we will be enabled to continue 
to work there because of its broader importance to the United States. 

I think that is about the only statement I would care to make, sir. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. WiccieswortH. That is all I have, Mr. Chairman. 

Mr. Forp. Mr. Chairman, I have only one or two questions, and I 
think I can cover them quickly. 


TRAINING OF LAOTIAN MILITARY OFFICERS 


Do you have any program of bringing military officers from Laos 
to this country such as we have in many other countries for training? 

Mr. Suourr. I am afraid I do not know the answer offhand, Mr. 
Ford. 

Mr. Parsons. I can give at least a partial answer to that, pending 
a supplementary answer from the defense representatives. 

We have had visits here from several of the leading Lao Army 
officers. Those are familiarization visits more than training visits. 
The chief of the general staff, Colone] Ouane, has just been here this 
last month with 3 or 4 other officers. We have had, I believe, a couple 
of spaces reserved for Laos in some of the service training schools and 
there may have been several students here already. I am not sure. 
However, the language problem is a very difficult one, because they 
speak French and not English, but they are learning English and are 
very enthusiastic about learning English. So, undoubtedly we will 
be able to have more officers attend the training schools in the United 
States before long. 

We have also facilitated Lao Army officer training in the Philip- 
pines, and in Thailand where the language problem is not so great. 

Mr. Forp. Do we support them while they are in another country 
such as those you mentioned for their period of training, or the re- 
turn of them to their own country ? 

Mr. Parsons. I could not answer that offhand, Mr. Ford, but I be- 
lieve United States support is involved at least for transportation. 

Mr. Suourr. Mr. Ford, to supplement what the Ambassador said, as 
of the end of September 1957, we had 6 individuals in training on spe- 
cific courses. Whether they were in the United States or in a third 
country, | am not able to state at this point, but in any event we 
hope to do some more of this, and I can definitely find out where those 
six were and what the courses were that they took if you are interested 
in knowing it, sir. 

Mr. Forp. Could you also indicate whether there has been any 
anticipated expansion of such program in fiscal 1959? 

Mr. Suvurr. Yes, sir; I can tell you that. 

(Off the record.) 

(Norr.—The information requested is of a classified nature, and 
will be furnished to the committee.) 

Mr. Forp. That is all. 
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Mr. Passman. Mr. Denton, we know that you have some questions 
which you would like to ask our distinguished witness, as you were 
unable to be present yestérday. 

Mr. Denton. Off the record. 

(Discussion off the record.) 


IMPORTANCE OF MAINTAINING INTERNAL SECURITY 


Mr. Suurr. When you talk about internal security as being just 
a limited proposition, to be sure it is a limited proposition but without 
internal security you can’t do very much else, so establishing internal 
security is the No. 1 step of other things, as we have discussed before. 
The objective with the Laos services is to provide initial resist- 
ance beyond internal security. About all the Philippine troops and 
the guerrillas in the Philippines did in World War II was provide 
initial resistance or harassment but they did a pretty effective job of it, 
so let’s not downgrade the benefits of (a) the internal security, and 
(6) harassment. 

Mr. Denton. You have this situation. You have the United States 
maintaining internal security all over the world, one thing; the sec- 
ond being when the ruler is unpopular and you keep him in power 
and he gets overthrown, then you are in trouble. 

Mr. Suurr. I will only deal with the military portion of the state- 
ment you have just made. 

Mr. Den'ron. I realize you don’t make policy. 

Mr. Suurr. There is an overriding political consideration there. 
I think in this situation, where a piece of real estate, a piece of very im- 
portant real estate was at stake, the Communists were knocking at the 
door, and as a matier of fact, attacking, if the truth be known, through 
these two northeastern provinces. 

We didn’t have very much time to do much else except try to equip 
these people to (a) maintain internal security and (0) harass the 
enemy. And the fact is that these two provinces have capitulated, so 
that whatever it says on the paper is not in this situation real im- 
portant. The fact of the matter is the test out there is on the real 
estate, and they did capitulate. Whatever we have given them must 
have done some good. Otherwise, the whole piece of real estate might 
have gone to the Communists prior to this time. 


FOREIGN VERSUS AMERICAN SOLDIERS 


Mr. Denton. I have heard these statements made. We are getting 
eight foreign soldiers for the price of one American soldier. They 
do not do the same thing American soldiers do or would do. 

Mr. Suurr. But, sir, we are comparing something that does not 
exist. We don’t have enough American soldiers to do this job. If 
we did, Mr. Denton, it would cost the United States taxpayer a lot 
more money than what we are talking about here. 

Mr. Denton. The United States taxpayer would never pay for 
maintaining that number of American soldiers all over the «ona. I 
refer to their own soldiers. 

Mr. Suurr. But this is a political requirement to keep this piece of 
real estate. If these people do not do it somebody has to do it. You 
are suggesting maybe American soldiers could do it better. 
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Mr. Denton. Your program appears to be catch as catch can. It 
is one thing in one place and another thing in another. 

Mr. Roperrson. ff I may comment, as was stated here yesterday 
approximately 75 percent of this defense support program goes to 
three countries in the Far Eastern area. The largest program we 
have in the world is Korea. Korea, Taiwan and Vietnam take over 
75 percent of our defense support. 

Mr. Denron. I will agree about Korea. 

Mr. Roserrson. In Korea the overall cost is about $6,500 per man 
to maintain an American soldier there, and about $600 per man to 
maintain a Korean soldier. Somebody has to guard the armistice line. 
The war has never been settled. We brought our boys home. Take 
Taiwan. I think everybody will tell you that Taiwan, Formosa, is 
a vital link in our chain of defenses in the Pacific. 

Mr. Denon. You have to have the American Air Force, logistics 
and naval power before they can defend it. 

Mr. Roserrson. If we did not have Chinese we would have to 
have American troops there. 

Mr. Denton. We have two divisions over there. From what I 
have read in this, we cannot defend anything. That is what the book 
says. I am taking your word for it. 

Mr. Rozertrson. You are not taking my word for it, sir. 

Mr. Suvurr. You are taking my word for it, sir. I did not particu- 
larly pen this, but I am perfectly willing to stand behind it 100 per- 
cent. The overall responsibility here is to provide for internal se- 
curity and, secondarily, to provide for initial resistance to an invasion. 

How long, Mr. Ambassador, have we been working here, two and 
a half years? 

Mr. Parsons. Since January 1, 1955. 

Mr. Rosertson. You are speaking of Laos now ? 

Mr. Suurr. Yes, sir. Since January 1, 1955 with a country that is 
85 percent illiterate. You cannot expect the world since January 1955. 

Mr. Denton. You cannot expect especially good soldiers. 

Mr. Suurr. We are saying here that they have a capacity now to 
maintain initial security and they have a limited capacity for harass- 
ment in the event of an invasion. Now how much more could we ex- 
pect, talking particularly militarily, from January 1, 1955 to now. 

Mr. Denton. Here is what bothers me. Here is a country where 
you maintain troops for internal security, because it takes so many 
troops to maintain internal security we must also support their econ- 
omy. It looks to me you are going in circles. 


GEOGRAPHIC IMPORTANCE OF LAOS 


Mr. Suourr. This is a man-made country that has only just come 
into existence. If the same situation had been in existence when this 
country was becoming a man-made country, we would have had an 
awfully rough time maintaining the same kind of front that they 
are maintaining here. 

Mr. Denton. Of course we are the people who man-made it, are 
we not? 

Mr. SnorrF. Yes, sir; and I think I am a little out of my field here, 
but I am sure the idea generated in the people’s minds in this coun- 
try. I don’t think it was forced on them. They want to be free. 
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Mr. Parsons. If I may add something, Laos was a protectorate be- 
forehand. It existed as a geographic “entity. The Lao wanted to 
have independence, as the Cambodians did. But on this internal se- 
curity matter, as we know, it has been demonstrated, there are Com- 
munists all over this country, which is about the size of the state of 
Oregon. They have had people voting for them in different parts of 
the country. Communists proceeded by legal methods at some times, 
subversive methods at other times, military methods at still others. 
The Lao Army is the one org ganized, trained unit, responsive to cen- 
tral control, which ean act as : the arm of the Government of Laos, in 
the remote rural areas. If a brush fire starts one place there is a com- 
pany there which can take charge of it. There is a real internal secu- 
rity problem, and they are organized i mn such a way as to meet it. 

Mr. Passman. If the gentleman will yield. 

Mr. Denton. Yes. 

Mr. Passman. If we were discussing this program in any other of 
the nations we are aiding, of course ‘the arguments would likewise 
be true, would they not? That is, as to protecting the rights of a 
sovereign nation. 

Mr. Suurr. They would certainly be true in that sense, Mr. Chair- 
man, but they would not be true in the same sense that here you have 
a little country. 

Mr. Passman. For these countries we help economically and mili- 
tarily, are we not pledged to go to the rescue if they are attacked. 

Mr. Suvrr. On this p: ticular country we do not have a bilateral as 
such. This is a part of a pentalateral agreement, with France-—— 

Mr. Passman. If we were discussing any other country that we 
are aiding militarily, whether it is a part of SEATO or NATO, are 
we not obligated to cooperate with them if they should become the vic- 
tims of Communist aggression ? 

Mr. Roserrson. Laos is not a member of the SEATO treaty or- 
ganization but the country of Laos is in what we call the SEATO 
treaty area, and if Laos was attacked and requested assistance from 
the members of the SEATO, the members would proceed to give it 
in accordance with their constitutional processes. 

Mr. Passman. I am not referring particularly to soldiers. My 
point is this: For the countries which are recipients of our aid, we 
are trying to help them maintain their independence and encourage 
pro-Western ideas, for their peace and security as well as our own, 
are we not? 

Mr. Suvrr. That is right, sir. 


EXTENT OF MUTUAL SECURITY PROGRAM 


Mr. Passman. Is it not also true, if I may use the figures given 
to me last year, that there are 87 nations on the face of the earth, 
and we number one of the 87, and that we are now or have been sub- 
sidizing either 69 or 70 of the other 86 nations? | 

Mr. Suurr. I am not aware if that figure is correct. 

Mr. Passman. I will ask Mr. Murphy, then: That we are helping, 
with those in the program, past, present, and planned, 70 of the na- 
tions of the world. 

Mr. Mourrnuy. Yes, sir. I believe that is correct. 

Mr. Passman. Thank you. 
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Is it not also true that this Nation has only about 5 percent of the 
total population of the world ? 

Mr. Suurr. Yes, sir. 

Mr. PassmANn. Does it make sense to any of us that we could con- 
tinue on such a program indefinitely—the ventures mentioned earlier, 
or some $82 billion? Does it not behoove all of us to face this mat- 
ter realistically and endeaver to determine if we have not gone too 
far in making our resources, manpower and everything else that we 
possess available and at the disposal of either 67 or 70 of the nations 
of the world? 

Mr. Suvurr. I would certainly hope that we would always look at 
it realistically, Mr. Passman. 

Mr. Passman. I certainly hope so. 

Mr. Suurr. I would also suggest something that I know, of which 
I know you are fully aware, that the mantle of leadership rests heavily 
on our shoulders. 

Mr. Passman. That is correct. But that was not the statement I 
made. I said we represent 5 percent of the population of the world. 
We are one of the 87 nations. We deal with 70 nations with our pro- 
gram, and our commitments to some extent, either financially or mili- 
tarily, are to go to their support. We either provide money or men, 
or both. It is a question of how far you can stretch the resources even 
of this country. 

Mr. Suurr. Although we are only 5 percent of the population of 
the world, I believe we are considerably higher in resources. 

Mr. Passman. I have already inserted this data: The national in- 
come of 74 nations of the world is about $516 billion. Using the same 
criteria for the United States it is about $358 billion. 

If the United States standards and prices were applied, the total 
national income figure of the other nations of the world would be 
about triple the amount indicated. 

That information has been inserted in the record. 

Mr. Suourr. Sir, I said resources and in resources I meant some- 
thing in addition to money. A lot of the countries of the world are 
at best agrarian. They don’t make weapons of war. They have to 
look to us for some of these things. All I was suggesting was I would 
hope we would always look at this practically, and since we are a 
world leader here, this brings with it some responsibilities which 
relate themselves to our resources. 

Mr. PassMAN. Does it stand to reason that in case of an emergency 
these 70 nations into which we are pouring our resources would stand 
us against an invasion by Russia and Red China? 

Mr. Suurr. Sir, I don’t feel competent to answer this question. 

Mr. Passman. So far as I am concerned the answer would be “No.” 

Mr. Rosertson. May I comment on your remarks ? 

Mr. Passman. Certainly. 

Mr. Roserrson. I understand there are 96 nations in the world. 

Mr. Passman. I am not thinking about colonies, but full-fledged 
nations. 

Mr. Rorertson. That isn’t my point. I don’t know whether it is 
86, 96, or 97. 

Tam not debating the number. I think your statement was that we 
have given aid at some time in some form to some 70 of these nations. 
Is that correct? 
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Mr. Passman. I said that either past or present we were subsidizing 
70 of the other 86 nations. 

Mr. Ropertson. At some time. 

Mr. Passman. I think there are only 60 of them in for aid at this 
time. Isthat correct, Mr. Murphy ? 

Mr. Morrny. Yes. 

Mr. Roserrson. To come to my point, why are we doing this? I 
think we can say that the international Communists are working in 
all of them. If it wasn’t for the efforts of the international Commu- 
nists to take over these nations, either by aggression or by subversion, 
I don’t think there is any American who would not say we should not 
be engaging in many of these programs—most of them. 

Mr. Passman. I support my Government’s policy. But I am 
thinking that we should, realizing that possibly we are overdoing our 
giving and maybe wrecking the economy of this Nation by these con- 
tinuous large drains every year. That is my only point. I will sup- 
port this bill and support the policy of my Government. 


FAR EAST MILITARY FORCES AND THEIR IMPORTANCE 


Mr. Rosertson. I would like to go back to your question. Mr. Shuff 
and I, and maybe you and I, were talking about different things. You 
were reading from your book on Laos. I was referring to the mili- 
tary forces in the Far East area and what they did for the free world. 
Again, I would like to emphasize that the armies in Korea, on Taiwan, 
and in Vietnam, which are the areas where the Communist military 
threat is the greatest—that these troops are a deterrent to Communist 
aggression, elsewhere. They are defending not only those countries, 
but the rest of the area as well, because if the Communists would 
start an attack somewhere else in Asia, they would expose themselves to 
having to carry on a war on 2 or 3 or 4 fronts at the same time. I think 
that every military man in the Pentagon would tell you that these 
forces of approximately 1,750,000 are in reality a defense of the free 
world position in Asia. If you didn’t have them, America could not 
defend all of Asia alone. We haven’t—I don’t know how many men 
we have in the American Army. We have as many Asian troops in 
Asia which we help to support as we have in the entire American Army. 

Mr. Denton. Let me say one thing there. I do not know a thing 
about your diplomacy. I am just a lawyer from the southern part 
of Indiana. I know you will never know the weight of any pack 
on your back. Whatever you are doing I think it is up to us to back 
you up as far as wecan. ‘That is my own idea. But I do not under- 
stand what you are doing. 

Let me tell you why. I hear these stories. You have said that we 
get 8 soldiers for the price of 1 American soldier. Every one knows 
those soldiers do not have the education, training, the background 
that American soldiers do. Aside from that, I look in this book, in 
country after country and I see your troops there for what purpose? 
Not to defend the free world but to maintain internal security. I 
can see where your Korean troops fit into the peace agreement. I 
ean see where your European troops are doing that. As someone 
said here the other day, every ruler wants to have an army. That 
keeps peace. It keeps him in power. When you have a ruler, who 
is unpopular and we give him an army to keep him in power and he 
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is overthrown, we are on the other side. We have lost battle after 
battle. I picked up a paper and read three headlines in this one 
paper where Americans suffer indignities that would have been un- 
thought of years before. That worries me about the whole thing. 

I want to go along with you. I heard one man say: “I wouldn’t 
object to foreign aid if it didn’t hurt us. If it just stood neutral I 
wouldn’t care.” But he said “When it hurts, I don’t go for it.” 

Mr. Roserrson. I think it is a misnomer to call this foreign aid. I 
think it is mutual security in the truest sense. 

Mr. Denton. I won’t quarrel about nomenclature. 

Mr. Rorertson. I think it makes a lot of difference. If, for in- 
stance, this program is not vitally concerned with the security of our 
country, I don’t think we ought to have it. 


INTERNAL SECURITY 


Mr. Suurr. May I add to what the Secretary has said, Mr. Denton? 

Let’s for a second tackle the term “internal security.” What do we 
mean by internal security ¢ 

Mr. Denton. May I say something there? In your book you say 

if all the tribes got together and united they could overthrow the 
government. I think that is what you mean by internal security, do 
you not? 
’ Mr. Suurr. That is certainly one of the things we mean by internal 
security, but we mean a force in being, the strength and existence of 
which keeps people on the right path. This is my own definition 
that I just this minute thought up and I don’t think it would perhaps 
stand the acid test of covering all of the situations that we are faced 
with in some of these countries, but let me just ask, what kind of 
an alternative do we have? Would you prefer to see the tribes come 
down out of the hills?) Would you prefer to see the populace of this 
country that we are talking about here, 85 percent illiterate, digging 
out of the ground enough, probably barely enough for sustenance, 
start jumping up and down and raiding the cities, and that kind of 
thing, because this is what happens when you do not have internal 
security. 

Suppose you did not have internal security in this sort of a situation. 
Would this be in the best interests of the United States? Because if 
it would there are lots of countries that we ought to drop out of this 
program, if that kind of a situation is what we want. Then we can 
save an awful lot of money. However, I don’t believe this is what 
we want. It is certainly not what I want, so that before you can do 
any defending of anything, before you can send or field an army to take 
a defensive action, to say nothing of an offensive action, you have to be 
sure that when the soldiers move out of town the town does not col- 
lapse around the people’s heads and everybody does not steal every- 
thing from everybody else. 

Mr. Denton. As I said, I do not know a thing about diplomacy, 
but while I am not criticizing you, because you make friends with this 
ruler and give him an army, I think it is bad that you take a hand in the 
internal affairs of the country. 

Mr. Suurr. You are asking a different kind of question now. 
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Mr. Denton. I am answering you. I do not think the United States 
has an obligation to Keep internal security all over the world. They 
have always had revolutions down through Latin America. 

Mr. Suurr. They haven’t always had Communists standing on the 
doorstep ready to capitalize on them. 

Mr. Denton. I am afraid you are giving the Communists an awful 
good ground to move in in a lot of the places. 

Mr. Avexanper. If the gentleman will yield. 

Mr. Denton. Yes. ' 

Mr. Atexanver. Are we not laying ourselves open to blackmail for 
any country that wants aid from the United States to raise the flag and 
say that “We are about to be overtaken by Communists and we are 
opening the doors for you to go in.” 

Mr. Suvurr. I can only answer that question by saying this: You 
must have some faith in the judgment of the people that are endeavor- 
ing to screen what is a requirement and what is, as you say, blackmail. 
That is the only answer that I can give to that question. 

Mr. Rosertson. Coming back to Laos, the army in Laos is doing 
and has done exactly what the Philippine Army did against the Huks. 
The Philippine Army couldn’t possibly have kept out an invasion by 
the Russians, or the Chinese Communists in great numbers, but it did 
effectively put down the Communist insurrection in their country. 
The Pathet Lao forces have been disbanded. This little army in 
Laos has successfully kept the Communist-directed forces from taking 
over their country. We know perfectly well that this little country of 
¥ million people in an overall world war is not going to be able to make 
a great military contribution to the overall carrying on of the war but 
the army in Laos is effectively keeping the country from being taken 
over by the Communists. 

Mr. Denton. Why cannot we make some kind of appeal to those 
people? As much as American people have always stood for freedom 
in the world, we can make a much, much greater appeal than tyrann1- 
cal communism. 

Mr. Rorertson. I still strongly recommend—I think some of the 
best money we spend is in sending Members of Congress, who have 

rimary responsibilities in these matters, to go through these areas. 
emeamet that you go to Laos. Just pay a visit there. I think 
you will get an answer to many of the questions you are asking this 
morning. You are dealing with a society so primitive that you can 
hardly conceive of it. These people are illiterate. Approximately 
85 percent of them are illiterate. They don’t know really what the 
issues are between the free world and the Communist world. If we 
think that when we go in there and keep the Communists from taking 
over their country that these people are going to be eternally grateful 
to us—why, most of them won’t even know that we are doing it. 

Mr. Denton. I am afraid that is it. 

Mr. Roerertson. You are dead right. In a country like Laos they 
do not. know about the kind of things we have been talking about this 
morning, where you can get down to the people at a village level. But 
you couldn’t carry on that kind of operation under a Communist re- 
gime. If the Communists should come in and take over the country, 
you are out on both counts. You say, “Why do we bother about keeping 
Laos at all?” We talked about this yesterday. It is because its loss 
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would extend the Communist borders down to Cambodia, Vietnam, 
and Thailand. You would endanger all of southeast Asia. You 
would increase the Communist area, bring them closer to the other 
areas, which they are working very hard to take over. If you let one 

, the rest will think, “You can’t rely upon the help of the United 
States to save us from the Communists.” 

I think you would undermine the morale of the whole area. 

Mr. Denton. I expect you have gone into this. I don’t want to re- 
peat anything. You went into the question of the money being spent 
in Laos that you found out had been wasted. You have gone over the 
question of the way they just drew on the United States deposits in 


the bank for their defense support. Has anything been done to cor- 
rect that? 


Has that been covered ? 

Mr. Passman. Yes, it has been. 

Mr. Roserrson. Would it be appropriate for a witness to ask this 
gentleman a question ? 

Mr. Denton. Yes. 


IMPORTANCE OF FOREIGN AID PROGRAM 


Mr. Rosertrson. Do you have any doubt but that the Marshall plan, 
plus ew saved Western Europe from the fate that befell Eastern 
Europe 

Mr. Denvon. I am very glad you asked me that. I have not the 
slightest doubt. I think that is a wonderful program. If you were 
doing the same thing in the other parts of the world as the Marshall 
plan and NATO program did, I would be in favor of your program 
entirely. I cannot see any similarity between that program and the 
program in other parts of the world. 

Mr. Rosertson. Let me emphasize that SEATO, and the Formosa 
Resolution plus the Mutual Security Program is saving Asia also 
from the same fate that befell Eastern Europe. 

Mr. Denton. It seems to me that you are taking the position that 
since quinine cured malaria, you are giving quinine for pneumonia. 

ae Rozertson. I don’t agree with you at all. In what are we doing 
that 

Mr. Denton. When we inaugurated the Marshall plan the European 
countries were prostrate. They had no capital when the war was over; 
they had no industry. Everything was down. It was a very fertile 
field for communism. They had been ravaged with war. The Mar- 
shall plan came in and it saved Europe. I am for that. But your 
problems in the Far East and Middle East are entirely different. They 
haven’t been ravaged by war. Their problems are age old. They 
are overpopulated. They are ignorant, impoverished, and for some 
reason there is a great movement on against colonialism. There I am 
afraid we are on the wrong side, and an article in the Wall Street 
Journal said the other day: “We have got ourselves on the wrong 
side of that issue.” That article was in the Washington Post, too. 
That worries me about the rest of the world. 

Mr. Rozsertson. What I am saying to you is that the objective in 
Asia is exactly the same as it was in Western Europe. 

Mr. Denton. I want tosay—— 
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Mr. Rozertson. Mr. Denton, I listened to you. Let me complete 
my statement. There wasn’t any question about what was happening 
in Europe. As soon as the Communists had consolidated their revolu- 
tion in Russia, by one means or another they took over Latvia, Lith- 
uania, Estonia, Czechoslovakia, Poland, Bulgaria, Hungary, Ru- 
mania, Albania, East Germany. 

Here was Western Europe, with France threatened with bank- 
ruptcy, Italy threatened with bankruptcy, Turkey and Greece in near 
chaos. We went in there and poured in our funds under the Marshall 
plan to do what! We formed the NATO treaty organization to pre- 
vent further military aggressions. We poured in our money to 
stabilize these economies, to prevent an economic collapse, which 
would ia turn bring about a political collapse, and create the kind 
of chaos upon which communism always capitalizes in its efforts to 
take over. You say that in Asia these countries are not ravaged. 
They are threatened in exactly the same way. As soon as the inter- 
national Communists established themselves in China they promptly 
invaded and took over Tibet. They had not been in China a year be- 
fore they invaded Korea. They now have the mainland of China, 
North Korea, North Vietnam, Tibet—over 600 millions of people. 
Over two-thirds of the population of the far eastern area is now 
under Communist domination. The Communists were stopped in 
their overt aggressions by the formation of SEATO. When we put 
them on notice with the Formosa Resolhution that if they riven: 
Taiwan, force would be met with force, they immediately changed 
their tactics and went into an economic program of subversion. Now 
the problem in Asia today is exactly the same as it was in Western 
Europe following World War II. I repeat again, that if this pro- 
gram is not vitally concerned with the security of the American 
people, we should not have it. 


SEATO 


Mr. Denton. You don’t think SEATO compares with NATO, do 
you / 

’ Mr. Rozerrson. I think SEATO does for southeast Asia exactly 
what NATO does for Europe. 

Mr. Denton. You have the overall general plan for defense? 

Mr. Roserrson. Of course. We have a treaty organization head- 
quarters in Bangkok with a military consulting group stationed there. 
What SEATO has done 

Mr. Denton. Do you have any one who corresponds with General 
Norstadt over there ? 

Mr. Roeverrson. No. We do not have a SEATO command, but 
we have put the Communists on notice that any further overt aggres- 
sions will be met by the combined power of the United States, Great 
Britain, France, Australia, New Zealand, Thailand, Pakistan, and the 
Philippines. They had been making great headway in Indochina, but 
as soon as they were confronted with SEATO they changed their 
tactics. 

Mr. Denton. I think the threat of retaliation helps a great deal. 
I agree with you on that, but I don’t think it is a highly specialized 
military organization. 

Mr. Rosertson. One of the proofs of the effectiveness of SEATO is 
the propaganda that the Communists are continually carrying on 
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against it to arouse the suspicions of the Asians that this is an or- 
ganization that threatens their independence rather than protecting 
their independence. 

Mr. Denron. You don’t have the local troops participating the way 
you do in NATO. 

Mr. Suurr. It is a different kind of tactical situation, Mr. Denton. 
There is no such thing as trench warfare in the Pacific. Let me give 
you an example. If you have ever traveled between Key West and 
Miami you know the kind of vegetation in that area. If you started 
to beat your way through vegetation that was over your head and 
you had to fight your way every foot of the way you would get a good 
idea of the kind of warfare that takes place in that area. This is the 
kind of warfare we were faced with in New Guinea and in the Philip- 
pines during the last war. 

You don’t line up a bunch of specialized machine gunners and rifle 
squads. These people start operating individually. 1 think our ex- 
perience in World War II certainly proved that a lot of these fellows 
that couldn’t read and write their own language, to say nothing about 
English, or French or anything else, are a lot more knowledgeable than 
most people realize. They could be compared to our early pioneers 
of the Daniel Boone variety, going through the wilderness of the 
United States in the early days. 

Mr. Denton. They do not need the high-class hardware we give 
them nearly as much as other troops do, do they # 

Mr. Suurr. They need rifles and they need guns. We don’t have 
any 280 mm. cannons over there, either. 

Mr. Denton. We have tanks and some eee in there. 

Mr. Suurr. Tanks are required. They don’t have too many roads 
but the roads they have can be defended better by tanks than by put- 
ting up bamboo or stone barricades and having men lie behind them 
with rifles. 

Mr. Denron. I will agree with you that the objectives of the Mar- 
shall plan and Asia are the same, but my question is why don’t we 
use the method that was made a success ? 

Mr. Rosertson. Your question is what? 


SUCCESS OF OUR PROGRAM IN ASIA 


Mr. Denton. Let me ask this one thing: I will agree that the ob- 
jectives in Europe and Asia are just the same, and you say we are 
using the same methods in Asia that we used in Europe. Why, if that 
is the case, was the European program so successful and the Asiatic 
practically so unsuccessful ? 

Mr. Rosertson. I don’t agree with your assumption. I don’t think 
the Asiatic program has been unsuccessful. I think the program has 
been very successful. What is the objective of the program? It is 
to preserve peace in Asia, and the freedom of the Asian nations. 
There has not been a single takeover by the Communists in any 
country in which we have a program. The Communists in a short 
period of time had taken over two-thirds of the people in the Far 
Eastern area. In the last 4 years, we have had a de facto peace in 
Asia. Five years | ago the Korean war was going on. There was war 
in Indochina, the Chinese Communists were threatening to take For- 
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mosa by force. We have had a de facto peace and no country has been 
taken over by the Communists. 

The basic objective of our program is to save Asian countries from 
Communist domination, In this we have succeeded. You don’t say 
you must stop fighting a fire just because you spring a leak in your 
hose. You plug the leak. Of course we know there have been adminis- 
trative difficulties in this program. I will also say that a good deal of 
money was wasted in administering the Marshall plan program too. 
But we had to operate under conditions of crises, under emergencies— 
to do a job fast to accomplish one primary objective. Surely nothing 
is so wasteful as war, but we have to keep on fighting the war. In war 
we make a lot of mistakes. We havea lot of waste. We put out a lot 
of contracts that have to be canceled, but the test of what we are doing 
is whether or not we achieve victory as a final result. This is exactly 
what is involved in this kind of program. We have to realize that we 
are now just as much at war as if we were in a hot war. We are ina 
world war today. It is nothing less than that. 

Mr. Denton. You are getting to what I was going to say. There is 
no shooting in Korea but there is a cold war. Some of the boys who 
come back tell me there is still shooting there. 

Mr. Rorertson. We have a 150-mile armistice line. The war isn’t 
settled yet. 

Mr. Denton. The shooting war is over. 

Mr. Rosertson. But you don’t know when it will be resumed. 

Mr. Denton. I do not know whether we are over shooting. In 
Japan we had a picket at our Embassy. In Formosa they raided us. 
In Indonesia we have a government that has great many Communists 
- that have pretty well taken over. In the Philippines we defeated the 
Huks. In Okimawa the Communists have won the election there. 
Are you satisfied with the way things are going in Laos yourself? 

Mr. Ropertson. I am not satisfied with anything that is happen- 
ing in our world today, including things happening in this country. 
I am not satisfied with all of the great problems with which we are 
faced, all of our responsibilities, our business recession, all of the 
problems we face. I am not satisfied with anything in the world 
as it is today. I can also say it will be impossible for us to devise 
a policy that will keep Communists from being Communists. The 
Communists in Japan are very active and articulate, a small group 
that organizes raids and demonstrations. That is all part of their prop- 
aganda trying to discredit us. They will continue to do this. What 
are we going to do? Just because.the people inspired by the Com- 
munists criticize us, are we going to pull up and come home and 
give up because we incur the enmity of the Communists we are fight- 
ing? Of course we are not. That would be the easiest thing in the 
world to do. 

Mr. Passman. Mr. Ambassador, we are very appreciative that you 
could appear before the committee and give us the benefit of your 
knowledge and views on the situation in Laos, particularly so as you 
are a former Ambassador to that country. I know that I speak for 
every member of the committee when I thank you for taking time 
out from your other affairs in order to be with us today. We wish 
you the best in your new assignment. 

Mr. Parsons. Mr. Chairman, I would like to say on the record that 
I appreciate very much the consideration which has been shown to 
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me by yourself, especially, and also by the, other members of the 
committee. It has been a real privilege to be here and participate 
in these hearings. 

Mr. Passman. Thank you, Mr. Ambassador. 

We shall recess until 1 o’clock this afternoon. 


STANDARD OF LIVING IN EUROPE 


Mr. Passman. The committee will come to order. 

I want to ask our distinguished Secretary this question before 
proceeding into the general questions on the Far East: Is it true that 
the free nations of Europe and the nations behind the Iron Curtain, 
including Russia, until a few years ago all had about the same stand- 
ard of living ? 

Mr. Rozertrson. A few years ago? 

Mr. Passman. Yes. 

Mr. Ropertson. I would say the standard of living in Europe was 
very much higher than behind the Iron Curtain in Russia. 

Mr. Passman. It has been brought to my attention, and I thought 
we would have brief comment on it, that many of the nations which 
are recipients of American foreign aid have trade pacts with Soviet 
Russia and her satellites, and that, in effect, those nations benefit per- 
centagewise to just about the same extent as the recipient nations of 
the foreign aid program. Is that true? 

Mr. Rozertson. Of what area are you speaking ? 

Mr. Passman. The European nations. 

Mr. Rosertson. I do not feel competent to testify about the situa- 
tion in Europe. 

Mr. Passman. Could any witness here state whether or not there is 
substance to the claim that if the recipient nations of our aid in that 
section have trade agreements with Russia, then our bolstering the 
economy of the recipient nation also would bolster the economy of 
Russia and the nations behind the Iron Curtain ? 

Mr. Roserrson. Have you heard from the European Bureau? I 
would suggest that question be put to them. 

Mr. Passman. Yes, sir, we shall put the question to them. 


PERCENTAGE OF AID FOR THE FAR EAST 


Mr. Murphy, what percentage of the worldwide totals for each 
program are represented in the request for the Far East region? 

Mr. Murpuy. Military assistance is $399 million out of $1.8 billion, 
Mr. Chairman, which is a little less than 25 percent for the Far East. 
The nonmilitary assistance is $634 million out of a total, including 
the Development Loan Fund, of $2.1 billion, or something less than 
3314 percent. I would say about 30 percent. 

Mr. Passman. Would the nonregional figures be added to that 
total ? 

Mr. Murrny. Of course, nonregional is not Far East. You asked 
for this area, Mr. Chairman. These are the amounts for this area out 
of the total in the bill. 

Mr. Passman. Some portion of the nonregional funds will benefit 
this region. 
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Mr. Murry. Some of the special materiel programs may benefit 
some countries in this region. Mr. Shuff would have to answer that 
question. 

Mr. Suurr. That is so, Mr..Passman. I was under the impression 
that we were going to discuss the nonregional programs separately, 

Mr. Passman. That is true. But I did want the total at this point. 
We shall consider the nonregional programs separately, certainly, 
but if we are figuring on the total percentage of the overall, then 
you would need to state at this time the amount of the nonregional. 

Mr. Morrury. On that basis, Mr. Chairman, there are $605.8 million 
of military for this area out of $1.8 billion, which is just about 3314 
percent. 

Mr. Passman. Then what isthe grand total, including: 

Mr. Mourpuy. On the nonmilitary side, the figure is $634 million, 
which would make $1,239 million. 

Mr. PassmMan. $1.239 billion, approximately. 

Mr. Morpny. Yes, sir. 

Mr. PassMAn. Does that include the President’s contingency fund ? 

Mr. Morpuy. No. But of course there is no way that can be 
assessed by area, Mr. Chairman. Until the contingency arises and is 
met, we cannot identify it. 

Mr. Passman. The same observation also would be true of the 
Development Loan Fund, would it not? 

Mr. Murrpny. That is correct. 

Mr. Passman. So you have not included that in the total. 

Mr. Murpuy. No, I have not, sir. The $1.239 billion is the amount 
that is earmarked specifically for the Far East out of $3.9 billion. 
Tt is a little less than a third. The Far East undoubtedly will benefit 
also from the Development Loan Fund and probably from the Presi- 
dent’s contingency fund, but the amount is impossible to state. 





UNEXPENDED AND UNOBLIGATED BALANCES FOR THE FAR EAST 


Mr. Passman. What are the estimated unexpended balances as of 
June 30, 1958, by program in this region ? 

Mr. Murpny. On the military side, they are $684,722,000. On the 
nonmilitary side they are $778,337,000, for a grand total of $1.450 
billion, approximately. 

Mr. PassmAn. Then if you put the new request with the unexpended 
balances. what is the total ? 

Mr. Murrny. Between $2.6 billion and $2.7 billion. 

Mr. Passman. Of the unexpended amounts, how much will be un- 
obligated as of June 30? 

Mr. Mourpny. Our estimate, sir, is that as of June 30, 1958, there 
will be no unobligated funds in the Far East area. 

Mr. Passman. That estimate would be subject to revision, would 
it not? ; 

Mr. Morpny. Yes, sir, if some of these projects we have currently 
under negotiation should fail to be consummated by June 30, it would 
change it. 

Mr: Passman. You are speaking of economic aid, defense support, 
militarv, all of it? 

Mr. Murpny. Yes, sir. 
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Mr. Passman. Do you have any items in this region which would 
fall in a similar category as that for Egypt, where you are carrying 
over an obligation which is many years old ¢ 

Mr. Murpny. No, sir, I do not think there is another situation in 
the world which is similar to Egypt, where we have suspended activity 
on a project and it is just in status of suspense. 


TOTAL REQUEST FOR THE FAR EAST BY FUNCTION 


Mr. Passman. What are the projects comprising the $634 million 
request under economic assistance ? 

Mr. Murpny. That, of course, is a very big question, Mr. Chairman. 

Mr. Passman. I am aware of that fact. 

Mr. Morpuy. I will give you the answer first by functions. $595 
million or something over 94 percent for defense support. 

$33 million for technical cooperation. 

And $6 million for special assistance. 

The grand total is $634 million for nonmilitary. 

Mr. Passman. I believe you have stated you could not give us the 
items by projects. 

Mr. Mureny. Under each country tab in the book there are some 
blue pages and these blue pages list each and every project for which 
money is requested for fiscal year 1959. 


Mr. Passman. It is preferable that the information should be in 
the record. 


TOTAL NUMBER OF PROJECTS FOR THE FAR EAST 


Mr. Morpny. I will be happy to, but it will take some while. 
Mr. Passman. Give us the total number of projects. Do you have 


an assistant here who could count them while we are proceeding ? 
Mr. Morpuy. Yes, sir. 


CUMULATIVE VALUE OF MILITARY ASSISTANCE SINCE 1950 


Mr. Passman. What is the cumulative value of military assistance 
equipment and supplies shipped from 1950 to the present time ? 

Mr. Suvrr. Through June 30, 1958, the cumulative value of this 
equipment shipped to the Far East is $3,731,580,000. 

Mr. Passman. What kind of items were shipped under this pro- 
gram? 

Mr. Suvrr. Sir, that is listed in this book for every country. There 
are ships, tanks, airplanes, jeeps, trucks, spare parts, and tires. There 
are thousands of items. 

Mr. PassmAn. Could the gentleman state how much of this equip- 
ment is available and serviceable now if needed for defense against 
Communist aggression ? 

Mr. Suurr. Mr. Chairman, I must revert to what we said about the 
Near East region. I would say that all of it except that portion which 
is worn out. I do not have a listing of that portion of it that is worn 
out. If you wish I can query each MAAG to estimate the percentage 
of military materiel which has been shipped under this program that 
is ready and available to withstand Communist attack. 

Mr. Passman. I do not think that is necessary, as I believe you said 
prior to today’s hearing you did not have knowledge of the condition 
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of the materiel and would have the information from the MAAG 
chiefs. oe 
Mr. Suurr. That isright. Itis there. 


REDUCTION IN MILITARY ASSISTANCE REQUESTS FROM THE FIELD 


Mr. Passman. You stated yesterday that the MAAG chiefs through- 
out the entire world program had requested for fiscal 1959 $5.5 billion 
for the military, and the Defense Department had reduced that 
amount to $1.8 billion. 

Mr. Suurr. Yes, sir. 

Mr. Passman. Would that fact not indicate that you are having to 
discount the opinions and requests of the MAAG chiefs to a great 
extent ? 

Mr. Suurr. No sir. When I said that, Mr. Chairman, I stipulated 
that they did not limit their deficiency list to 1 fiscal year. I also 
stated at that time that the people in the field are not aware of the 
ability of the productive efforts of our country to supply this need. 
They are also not aware of the inventory standing of that portion of 
the materiel which comes out of the United States Army, Air Force, 
and Navy stocks. There are various other kinds of refinements that 
goon. This is not to say that we have discounted in 1 fiscal year by 
four-fifths or three-fifths the amount of materiel which the MAGG's 
have seen fit to submit in fulfillment of valid requirements in the field. 

Mr. Passman. But I believe I am correct in stating they did request 
$5.5 billion ? 

Mr. Suurr. I said about $5.5 billion. 

Mr. Passman. For fiscal 1959? 

Mr. Suurr. I never said for 1959. They requested it and it was 
considered in the formulation of the theta ‘year 1959 program, but 
I say again they did not consider it in the time frame of 1 fisc: ul year. 
The way you stated the question, it indicates they did come in for 
$5.5 billion for fiscal year 1959. They did not do this. 

Mr. Passman. The gentleman realizes, of course, that I understand 
we have already established the lead time, so certainly if the lead time 
is 6, 12, or an average of 18 months, the materiel could not all be 
delivered in 1 fiscal year. 


TRANSFERS OF FUNDS BETWEEN FUNCTIONS 


Has any part of the aid budget for 1958 been shifted from military 
to economic purposes or vice versa in this region? 
Mr. Murrny. That is a difficult question to answer because we do 
not make the shifts by geographic areas. The military assistance 
rogram did stand the expense of a transfer to defense support. De- 
ense support is a worldwide appropriation and it finances many of 
the country programs in this area, so it might be said some of the Far 
East defense support programs benefited by that transfer. But we did 
not transfer the money and say, “This is for Thailand,” and so forth. 
Mr. Passman. But how much did you transfer to defense support? 
Mr. Suvrr. It is still in the process, is it not? 
Mr. Murpuy. I think it will work out $25 million. 
Mr. Passman. Did any of the countries in this particular area benefit 
by that particular transfer ? 
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Mr. Murrny. I would think the answer would be “ Yes,” since they 
are recipients of aid under defense support, and if the transfer had not 
been accomplished there would have been less money for defense sup- 
port and it might have affected some of the programs in this area. 


USE OF DEVELOPMENT LOAN FUND IN THE FAR EAST 


Mr. Passman. To what extent do you intend to use the Develop- 
ment Loan Fund in the Far East, if you have such a fund next year? 

Mr. Morrny. Since the Development Loan Fund is not programed 
country by country we cannot give a precise answer. We will say 
the countries in this area being underdeveloped are eligible to receive 
loans from the fund if their applications meet the criteria and are 
approved, but we do not program them in advance. 

Mr. Passman. There may be many applications or none ? 

Mr. Mvreny. That is right. The probability is there will be many 
because they are underdeveloped countries and they have great needs. 

Mr. PassmMAn. There is nothing definitely planned ? 

Mr. Murrny. There are quite a few that are under consideration. 
Some have been the subject of letters of advice. 

Mr. PassmMan. Please insert that information in the record. 

Mr. Murruy. Yes, sir. 

(The following information was subsequently supplied :) 


To date, Taiwan is the only Far East country which has received letters of 
advice from the Development Loan Fund. 


TOTAL AID TO THE FAR EAST SINCE 1945 


Mr. Passman. How much aid has the United States given the coun- 
tries in this region since 1945, total economic, military, Public Law 
480, and defense support ? 

Mr. Morrny. I cannot give you the total. I have the figures from 
the beginning of the Marshall plan. 

Mr. PassmMan. Will youtry to get the data for the record ? 

Mr. Mourreny. Yes. 

(The information may be found in the appendix on p. 1554.) 

FOREIGN CURRENCY USES 


Mr. Passman. Mr. Secretary, I am confident we all agree that 
there is a limit to the amount of foreign currencies which can be put 
to good use. What is your policy on the accumulation of foreign cur- 
rencies in this region ? ; 

Mr. Rogertson. May I refer that question to Dr. Moyer ? 

Mr. PassmMan. Yes, sir. 

Dr. Moyer. The foreign currencies are accumulated as the result of 
specific programs. There is, of course, under the mutual security pro- 
gram, the foreign currency resulting from the sale of agricultural 
commodities under section 402; there are foreign currencies accruing 
to United States account from Public Law 480; and probably there 
will be some under the Development Loan Fund, but so far there 
are none on that account. 

The guiding principle so far has simply been that we program under 
section 402 those agricultural commodities which we think are appro- 

riate and which the country can take as part of the aid. There has 
en no guiding principle beyond that. Likewise, under Public Law 
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480, local currencies have accrued from the sale of agricultural com- 
modities, but there has been no specific principle beyond that. 

I might say that this whole question of local currency use is one 
of very great concern to the executive branch. Mr. Smith, for in- 
stance, has gotten together a small group of competent businessmen, 
and one is going to each of the four regions to make a study of pres- 
ent holdings of local currency and what might be done to make effec- 
tive use of it, and of other matters related to this question. 

I believe that is about the present status. 

Mr. Passman. Doctor, as usual, you have made an excellent state- 
ment. But my question is this: Do you agree that there is a limit 
to the amount of foreign currencies that can be put to good use in 
this region ? 

Dr. Moyer. I would not know what the limit is. 

Mr. Passman. Would there be a limit? 

Dr. Moyer. I would think ultimately there would be a limit. 

Mr. Passman. Do you not think we should try to establish what 
the limit should be in each of these regions? 

Dr. Moyer. As I mentioned, this study Mr. Smith has initiated is 
one step with the problem very much in mind, and I am sure that 
thought is being given to this problem elsewhere in our Government. 

Mr. Passman. I certainly want to be fair, but is it the policy of the 
administration to accept the recommendations only of those who report 
in keeping with their views, or are they desirous of considering re- 
ports of other agencies that may make different recommendations ? 

Dr. Moyer. Are you talking of the local currency situation ? 

Mr. Passman. Yes. 

Dr. Moyer. I cannot speak for the leaders of the Government on 
that. I should think they would listen to all reports, but that is be- 
yond mv scope of responsibility. 

Mr. Passman. It is certainly a matter which causes me great con- 


cern. Ishould like to quote from the report of the Fairless Committee 


on this subject: Ka 


In our view, loans by the United States repayable in the inconvertible curren- 
cies of foreign nations are undesirable, and the practice of granting them should 
be terminated. Our relations with other countries will suffer from United 
States control of large amounts of their currencies. The soundness of the loan 
device should not be jeopardized by inviting repayment in foreign currencies 
which cannot be freely spent by the United States. 

You are familiar with that Committee, I am sure, and the distin- 
guished leaders who served with Mr. Fairless. 

Dr. Moyer. Yes, sir. s 

Mr. Passman. I think this committee and the Congress should give 
some thought to the very critical view of the soft-currency transactions 
expressed by Mr. Fairless and his distinguished Committee. But I 
shall not ask you to comment further on this matter. 


ESTIMATED EXPENDITURES FOR FAR EAST 


How do the actual expenditures through March 31 compare with 
your estimates for the full fiscal year 1958, Mr. Murphy ? 

Mr. Murrny. Well, sir, our estimate of expenditures for the full 
fiscal year is $698.388.000. Our actual expenditures through the end 
of March were $533,072,000, which projected at the rate achieved in 
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the first 9 months would produce expenditures slightly in excess of 
our estimate; in other words, $710 million instead of $698 million. 

Mr, Passman. Of the total in military assistance, what amount will 
remain unobligated as of June 30, 1958 ? 

Mr. Mourpny. In military assistance I think it is $25 million on a 
worldwide basis. 

Mr. Passman. Let us have the data as to expenditures for military 
assistance. 

Mr. Suaw. As of the 20th of May, military assistance expenditures 
were $1,838 million. This projected to the end of the year would bring 
us to $2.2 billion, which was the estimate we gave the committee at 
the beginning of the hearings and the one prepared last fall. 

Mr. Passman. That is worldwide ? : 

Mr. SHaw. What about the Far Eastern region ? 

Mr. Suvrr. The area total is unclassified. The country totals are 
classified. 

Mr. PassmMan. What is the area total ? 

Mr. Suurr. $532,400,000. Our actual expenditures through March 
31 were $442,910,000. 


OBLIGATION OF MILITARY FUNDS 


Mr. Passman. For many years you had this appropriation for the 
military on a 1-year basis. Last year, as an experiment, we recom- 
mended that you be given 18 months to obligate the military funds. 
Would it appear now that you have obligated practically the entire 
year’s appropriation in fiscal 1958 and that there will be no further 
need to drag this out on an 18-month basis? 

Mr. Suvurr. Are you asking that question of me? 

Mr. Passman. Yes, sir. 

Mr. Suvrr. I think I testified on this earlier in the hearings. I 
think that while we have endeavored by every means to get as great 
a percentage of the appropriated funds obligated by the end of the 
year as possible, we will have $25 million that will not be obligated by 
June 30, 1958. 

We feel that the 18-month rule is a very sensible and a very business- 
like way of doing business. Even if we only have a small portion 
of the funds unobligated it would give us much more flexibility to be 
able to spend it through an additional period of time. As you know 
with your experience, Mr. Chairman, in the supply and the materiel 
field the last part of the year is very critical as far as obligations are 
concerned. While we have not this year had to resort to this kind 
of a method, there are times when you have to do some crash obligation 
toward the end of the year. By “crash obligation” I do not want you 
to misconstrue that term as being just obligation without any rhyme 
or reason. I do not mean that. 

However, it seems to be in keeping with what Congress considers 
to be most sensible and businesslike under those circumstances, to al- 
low us to continue with the additional amount of time. If in the last 
days of the fiscal year, or the last month of the fiscal year, we found 
that there were circumstances which would make it wise or business- 
like to extend or to defer the obligation until August or September 
or even October we would have that flexibility. 
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Mr. Passman. Mr. Shuff, upon such presentations and representa- 
tions in the past, the Congress did decide last year for 1 year to per- 
mit you to take 18 months to obligate the military portion of this pro- 
gram. Even though you had 18 months to obligate the $1,878.800.000, 
you have successfully obligated in the first 12 months $1,853,800,000, 
which means percentagewise that about 99 percent was obligated in 
the first 12 months, even though you had 18 months in which to obli- 
gate it? 

Mr. Suurr. Well, sir, we still have this month to go and I would be 
willing to answer that question substantively at the end of the fiscal 
year. There may be some things that we aspire and hope for and plan 
to obligate between now and the end of the fiscal year. 

Mr. Passman. Do you think you will obligate most of the $25 mil- 
lion before the end of the 18 months? 

Mr. Suurr. There is not any question but what we will obligate 
most of the appropriation. It is already obligated. 

Mr. Passman. It has already been estimated that you are going to 
obligate $1,853,800,000 out of the $1,878,800,000, which means that 
even though you had 18 months in which to obligate this money you 
have obligated 99 percent of it in the first 12 months. Does this fact 
not indicate you do not need 18 months in which to obligate the money ? 

Mr. Suorr. Sir, I can think of circumstances where it would be in 
another year very advantageous to have this flexibility. Suppose for 
one reason or another we were not able to get our program going early 
enough in the fall as we were last year, and our obligation rate was 
about the same as it has been this year. We would not be able to 
obligate the amount of money that we have obligated this year in the 
1114-month period. 

As I have mentioned, even in this year there are some things that 
we hope to obligate which are not at this moment, obligated. We gave 
you the best estimate we could figure out. We will make good on 
our estimate to the best of our ability, but until the fiscal year closes 
I do not know specifically what amount we will have unobligated. 
We estimate it will be at least $25 million because the administra- 
tive processes with the three military departments are such that we 
will not be billed until after the close of the fiscal year. 

Mr. Passman. Thank you, Mr. Shuff. 

(Discussion off the record.) 

Mr. Suourr. Sir, when I said that it was the trend to obligate the 
total funds in the fiscal year, I am perfectly willing to stand on that 
again now. I would, however, say this, as I have said before, 18 
months’ authorization gives us a flexibility which to me sounds like 
good business. 

Mr. Passman. I believe you are one who would advocate the Con- 
gress keeping a tight rein on expenditures? 

Mr. Suurr. May I ask the chairman a question? 

Mr. PassmMan. You certainly may. 

Mr. Suurr. Can you keep any tighter rein on it in 12 months or 14 
months or 16 months, sir? 

Mr. Passman. I might say to the gentleman that most of our agen- 
cies operate on a 12-month basis. 

Mr. Gary. Will the gentleman yield? 

Mr. Passman. I shall be happy to yield. 
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Mr. Gary. The Hoover Commission recommended putting it on a 
1-year basis. They said the Government could save $4 billion a year 
by putting all appropriations on a 1-year basis. And the administra- 
tion is recommending the enactment of H. R. 8002 to put all of these 
funds on a 12-month basis. I voted against the bill and I hope it 
will not be enacted, but your position is absolutely contrary to the 
position the administration is taking H. R. 8002. 

Mr. Passman. The administration asked for and the House passed 
the bill to limit funds to 12 months, with balances not obligated in 12 
months to revert to the Treasury. 

Mr. Gary. The bill is now in the Senate, where I hope it will stay. 

Mr. Passman. That was the request of the administration, to limit 
the funds to 12 months. 

Mr. Suvrr. Sir, | am not much of a parliamentarian and I do not, 
unfortunately, know much about all the money bills that Congress 
handles. However, it is my impression that the Defense Department 
has a good many of its appropriations in no-year funds, and we are 
talking about defense obligations here, Mr. Gary. 

Mr. Gary. That is what the Hoover Commission was talking about 
and they said $4 billion a year could be saved by putting it on a 1-year 
basis. I think they were wrong. I think it will cost the Government 
billions instead of saving billions. But I am pointing out that the 
position you are taking here is contrar y to the provisions of H. R. 8002 
which the administration is recommending. 

Mr. Suvrr. I am not aware of the bill ‘that you speak of, Mr. Gary, 
but it is my conviction and it has been my business experience that if 
you can spend your money when it best fits a given situation within 
reasonable limits it is a lot smarter business than having to spend it 
before the 30th of a given month. I am perfectly willing to stand 
on our accomplishments this year as far as our obligations are con- 
cerned, but I am sure this committee nor any other committee of 
Congress would like to see me obligate money on the basis of obligat- 
ing it before the 30th of June. I am sure you would rather have me 
keep it until August or November if you thought I would spend it 
more equitably and wisely under the terms of this program at a later 
date. 

Mr. Passman. The gentleman is not implying that has been done? 

Mr. Suurr. I am referring to nothing but my own responsibility. 

Mr. Denton. Will the gentleman y ield? 

Mr. Shuff, we elect Congressmen for 2-year terms and one Congress 
cannot appropriate for another Congress. 

Mr. Suourr. I am out of my field in discussing congressional pro- 
cedures with you, Mr. Denton, but the Congress i in its wisdom last 
year authorized 18-month obligations. 

Mr. Passman. That was a trial run. 

Mr. Suvrr. All right, it was a trial run, if you like. 

Mr. PassMan. And your records indicate you have obligated 99 
percent in the first 12 months, which indicates to me there is no need 
for 18 months’ availability. 


EXPENDITURES FOR MILITARY ASSISTANCE 


Mr. Secretary, what was the unliquidated balance on June 30, 1957, 
under the military assistance program for the Far East? 
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Mr. Suvurr. The unliquidated balance, sir? 

Mr. Passman. Yes. 

Mr. Suurr. $818,292,000, sir. 

Mr. Passman. What are the estimated military assistance obliga- 
tions for 1958 in this region ? 

Mr. Suourr. $398,830,000. 

Mr. Passman. What is the total available in fiscal 1958 for expendi- 
ture for military assistance in this region ? 

Mr. Mourpny. $1,217 million. 

Mr. Passman. What is the estimate of military assistance expendi- 
tures in fiscal year 1958 ? 

Mr. Suourr. $532,400,000. 

Mr. PassMan. At that estimated rate of expenditure, how long 
would the military assistance funds available in 1958 last if you hac 
no additional appropriation ? 

Mr. Morrny. About a year and a third. 

Mr. Passman. If you have $1,217,122,000 and the estimate of mili- 
tary assistance expenditures in this region for fiscal year 1958 is 
$532,400,000, my computations indicate an average of 214 years. 

Mr. Murreny. But that includes fiscal year 1958, I thought you 
meant after the end of the year. 

Mr. Passman. What is the total available in fiscal year 1958 for 
expenditure ? 

Mr. Morruy. $1,217 million. 

Mr. Passman. And under your rate of expenditures you would be 
obligating for 214 years; is that correct ? 

Mr. Moureny. Yes. That would last about 214 years including fiscal 
year 1958 which is almost over. 


OBLIGATIONS AND EXPENDITURES FOR ECONOMIC ASSISTANCE 


Mr. Passman. What was the unliquidated balance on June 30, 1957, 
under the economic assistance program for the Far East? 

Mr. Morrny. $801,388,000. 

Mr. Passman. What are the estimated economic assistance obli- 
gations for fiscal year 1958 in this region? 

Mr. Morreny. $675,337,00. 

Mr. Passman. What is the total available in fiscal year 1958 for 
expenditure for economic assistance in this region? 

Mr. Morpny. $1,476,725,000. 

Mr. Passman. What is the estimate of economic assistance expendi- 
tures in fiscal year 1958? 

Mr. Mourpny. $698,388,000. 

Mr. Passman. At that estimated rate of expenditure how long 
would the economic assistance funds available in 1958 last if you had 
no additional appropriation ? 

Mr. Morpny. Including 1958, 2%49 years. 

Mr. Passman. And I believe you told me the lead time is 1 year? 

Mr. Mourpny. At the end of the year, as the figures show, we will 
have $778 million unexpended after having spent over $700 million. 

Mr. Passman. Weare not discussing new money. 

Mr. Morrny. We are referring to testimony previously given to 
the effect that the pipeline at the end of 1958 would be approxi- 
mately 1 year’s expenditure. 
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Mr. Passman. I think I made it clear that you had on hand for 
fiscal year 1958, $1,476,725,000 available for expenditure, and at the 
beginning of the program you had sufficient funds to fund your 
program for 275 years ¢ 

Mr. Murrny. But at the end of 1958 we only have 1 year. 

Mr. Passman. At the end of 1958 you will have 1% years left, 
which means if you take lead time of 1 year you are fully funded 
for 1 year plus one-tenth year? 

Mr. Mureny. That is right. 

Mr. Passman. Now let us project this a little Siete Under your 
new money request, on the basis of your annual expenditure, are you 
requesting new funds for more than 1 additional year ? 

Mr. Mc rPHy. No, it is less. 

Mr. PassmMan. What are you asking?’ 

Mr. Mureny. Our nonmilitary request is $634 million, and this 
compares to expenditures during 1958 of over $700 million, 

Mr. PassMan. That is estimated 4 

Mr. Murruy. As I pointed out, it appears we will overshoot our 
estimate. 

Mr. Passman. Let us consider fiscal year 1959 for the economic aid. 

Mr. Murrny. $634 million is requested. 

Mr. Passman. What amount will you have left over at the end of 
fiscal 1958 ? 

Mr. Murpuy. $778 million. 

Mr. Passman. Making a total of what amount ? 

Mr. Mourrny. $1,412 million, and we are spending at the rate of 
$700 million a year. 

Mr. Passman. Then if you get what you request you are funded for 
2 full years? 

Mr. Murpuy. Including 1959 on July 1. 

Mr. Passman. And the lead time is 1 year. 

Mr. Murpny. Yes. We need about 1 year’s lead time at the end of 
each fiscal year. That means at the beginning of the fiscal year we 
need 2 years’ lead time. So there is a marked improvement over past 
experience. 

Mr. Passman. I congratulate you on that accomplishment. 


AMOUNT FOR ECONOMIC ASSISTANCE 


What was the total dollar amount of the economic assistance coun- 
try — for the Far East region for fiscal year 1957 ? 
Mr. Murpny. $812,451,000. 

Mr. Passman. What is the amount for fiscal 1958 ? 

Mr. Murrry. In 1958 we do have a revised figure on that, Mr. 
Chairman. It is $686,800,000. 

Mr. Passman. A substantial increase over the original estimate? 

Mr. Murpny. No, sir; not substantial. Our original figure was 
$675 million and S686 million is $11 million more. 

Mr. Passman. We find a figure of $594,060,000. 

Mr. Murpny. You probably are excluding the amount for the 
Asian economic development fund. 

Mr. Passman. I goby your tables. Is it in the tables? 

Mr. Murruy. It is in some of my tables. 
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Mr, Passman. It is not in the worksheets. Did you provide those 
worksheets ¢ 

Mr. Murruy. No, sir; the table I am referring to is on page 3. 

Mr. Passman. You are speaking of some funds prior to 1957 ? 

Mr. Murruy. I am speaking of funds appropriated in 1956 for 3 
years. 

Mr. Passman. How much is proposed for 1959 ? 

Mr. Murpuy. $634 million. 

Mr. PassMan. What was the total number of people employed in 
these programs in 1957 ? 

Dr. Moyer. At the end of 1957 the total was 1,799. 


PERSONNEL EMPLOYED 


Mr. Passman. The total number of people employed in this pro- 
gram in 1957? 

Dr. Moyer. That includes the contract people as well as those 
directly employed by the United States. 

Mr. Passman. Off the record. 

( Discussion off the record.) 

Mr. Moureny. The table on page 10 of the book shows that at the end 
of 1957 we had 1,799 people, of which 871 were direct employees of 
the United States and 928 were employed by contract which will be 
financed by this program. 

They are foreign nationals brought in for training. 

Mr. Passman. Are they paid anything at all out of this program ? 

Mr. Murruy. No salary. 

Mr. Passman. What is paid out of this? 

Mr. Murprty. We pay travel expenses in some instances and in some 
instances the country pays that. 

Mr. Passman. What was that total? 

Mr. Murpuy. $10,618,000, of which $9,338,000 was for technical 
cooperation and $1,280,000 was for defense support. This includes the 
ocean transportation, per diem, and tuition. 

Mr. Passman. I must refer again to your own book here, and that 
is page 10 of the green book, where it would appear that the figures 
I mentioned in the programs in 1957 was $810,478,000, and the amount 
for fiscal 1958 was $594,060,000. 

Mr. Murpuy. Yes, sir. 

Mr. Passman. Am I correct? 

Mr. Morrny. Yes, sir. 

Mr. Passman. The amount proposed for fiscal 1959 is $634 million ? 

Mr. Morrny. That is right, sir. 

Mr. Passman. What is the total number of employees, and what 
was the total number in 1958? 

Mr. Mourrtry. At the end of fiscal year 1958 the estimate is 2,439, 
sir, of which 932 will be direct-hire employees, and 1,507 would be 
employees of contractors working under the program. 

Mr. Passman. You had an increase in personnel in 1958 over 1957? 

Mr. Morrny. Yes, sir; we did. 

Mr. Passman. But, you spent considerably less money in 1958 than 
you did in 1957? 

Mr. Mourrny. But not for salaries, sir. If you will look up at the 
top line, you will see why we spent $11 million. 
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Mr. PassMAN. Let us get the total. 

Mr. Murrny. Well sir, salary costs are what you associate with 
people. We could fire pr obably half the people and still spend twice 
as much money if we designed it that way. 

I am trying to make the point that in 1957 we had obligations for 
technicians of $11,154,000, whereas, in 1958 it jumped to $13, 131,000. 
So, there is an increase of about $9" million in the technician costs for 
the 2 fiscal years, 

Mr. Passman. How many are planned for fiscal 19598 

Mr. Murrny. For fiscal year 1959 the plan is for 2,011 employees, 
of which 845 would be on the United States payroll, and 1,166 would 
be employed by contractors serving the program. 

Mr. Passman. From 1957 to 1958 you increased employment in 
this region by 640 people in the face of a decrease of $216,418,000 
in the dollar amount of the program; is that correct? 

Mr. Murpny. Yes, sir. The bulk of that, as you can see, Mr. 
Chairman, is in contract employees—928 to 1,507. 

Mr. Passman. This being a fact, how do you expect this committee 
to believe that you will reduce employ ment by 428 people if you get 
the increase of almost $40 million which you are asking for in this 
region alone 4 

Mr. Murpny. Well, because the increase, sir, is the estimate for 
other kinds of aid. If you will look at the nonproject program, you 
will notice it is proposed to go from $430 million in 1958 to $462 
million in 1959. ‘That is a $32 million increase, or the bulk of the in- 
crease. It is for commodity imports. It has absolutely nothing to do 
with the number of people involved. If you would like, I will trace 
the balance on out: Of the $8 million, $5 million of it is for supplies 
and equipment, and $3 million of it is for contractual services. That 
makes up the $8 million difference. 

Mr. Passman. How can we accept these figures in the face of Dr. 
Moyer’s testimony of April 23, that you are not trying to reduce em- 
ployment, but rather you are try ing to increase it? 

Mr. Moyer. At that time, Mr. Chairman, we were talking about 
Korea, and that still is true about Korea. We have never been ade- 
quately staffed there and we have an extremely large program. We 
are trying to staff it up in order to handle it. 

Mr. Passman. It is true with reference to Kor ea, but not true with 
reference to the region ? 

Mr. Murrny. For the region as a whole, as the figures indicate, 
we are planning a decrease of 428 employees—using contractor and 
United States employees together—during fiscal 1959. 

Mr. PassMan. Doctor, how can you justify the big increase planned 
for assistance in public administration projects while you are cutting 
back drastically on health and sanitation projects ? 

Mr. Moyer. That is accounted for, Mr. Chairman, in 2 types of 
expenditures, or 2 types of projects, I should say. One is the police 
program which we have discussed in the case of Laos, but there also 
is a very substantial program of this kind in Vietnam, and in some 
other countries. In addition to that we have been concerned, and the 
countries have been concerned, with their ability to handle their affairs. 

This, of course, is a sensitive field in which one cannot barge in. 
Assistance can only be given by invitation, but we are greatly inter- 
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ested in it. I know that you and other Members of Congress also are 
greatly interested that whatever aid we give is handled effectively in 
the first place, and in the second place that the country make the best 
possible use of its own resources. In order to do that they must 
improve their own ability to handle their various affairs, particularly 
their financial and budget affairs. We have been making some 
increase in funds for that field of activity, and we have been very 
pleased that it has been possible to make this increase in order to help 
these newly independent countries achieve greater efliciency in govern- 
ment. 

Mr. Passman. Mr. Andrews commented on this health program 
earlier today, but have these health projects not been successfully 
undertaken, and is it not true that most of the Far East region needs 
this kind of assistance probably more than any other ? 

Mr. Moyer. Whether they need it more than any other, I certainly 
agree that it is greatly needed. Also it has been effective. I com- 
mented this morning that in the case of the Philippines, Taiwan and 
Thailand, while there is still some malaria its incidence has been 
enormously cut down, and you can go into large portions of these 
countries without incurring any danger of becoming infected with 
malaria. We have helped likewise in the Philippines and in Taiwan 
in establishing very successful rural health programs, and we are 
building them up in certain other countries. We certainly have not 
neglected this phase, Mr. Chairman. 

r. PassMan. Thank you, doctor. 

Mr. Morrnuy. Off the record. 

(Discussion off the record.) 

Mr. Mourrny. Mr. Chairman, I have the total number which you 
requested earlier this afternoon. 

Mr. Passman. What is the number to which I referred ? 

Mr. Mourrny. The total number is 268 of which 98 are in defense 
support, and 168 are in technical cooperation, and 2 are in special 
assistance. 

Mr. PassmMan. Please insert that information at the proper point in 
the record. 

Mr. Murpny. Yes, sir. 


DISPOSITION OF OBSOLETE AND EXCESS MATERIEL 


Mr. Passman. Mr. Shuff, what disposition is made of obsolete mili- 
tary materiel that accumulates in these countries ? 

Mr. Suurr. Several things, Mr. Chairman: 

In the first place, excess materiel to the program—and by “excess 
materiel” to program I mean a piece of military hardware that 
still has a useful life, be it obsolete or obsolescent—it is offered back 
to the United States for use in its program or in the program in any 
other part of the world. For equipment that is worn out and of scrap 
value it is allowed to be disposed of in accordance with stipulated 
procedures. 

Mr. Passman. Then, what do you do with it after it is surveyed if it 
becomes junk or material for sale? How is it disposed of from that 
point on? 

Mr. Suurr. It depends upon the type of material that it is. If it 
is something that can obviously only be used as a weapon of war, we 





ce een nape 


1037 


have regulations which require its demilitarization. If it, however, is 
something that can be used as a piece of civilian goods, we have a 
method of handling that. If on the other hand, it is scrap as such, 
we have a method of handling that so that it can be utilized for other 
raw material type purposes. 

I would be fag to supply it, but I do not have here these various 
regulations and procedures which we use in detail. 

(The material referred to follows :) 


DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Redistributable and excess MAP property (DD-ISA(Q)122R1). 
References: Enclosure 2 hereof lists references (@) through (i) relating to the 
subject directive. 
I. AUTHORITY 


The Mutual Security Act of 1954, as amended, provides: 

“Sec. 511 (ce). The President shall make appropriate arrangements with each 
nation receiving equipment or materials under chapter 1 of title 1 (other than 
equipment or materials sold under the provisions of section 106) for the return to 
the United States (1) for salvage or scrap, or (2) for such other disposition as 
the President shall deem to be in the interest of mutual security, of any such 
equipment or materials which are no longer required for the purposes for which 
originally made available.” 

II. PURPOSE 


The purpose of this directive is to prescribe the conditions under which, and 
establish procedures through which, materiel charged to MAP appropriations 
or furnished to nations under the Mutual Security Act of 1954, as amended, and 
no longer required for MAP purposes for which originally procured or made 
available, may be redistributed or disposed of in accordance with existing law. 


Ill, CANCELLATION 


Reference (@) is superseded and cancelled on the effective date of this 
directive. 


IV. DEFINITIONS 


A. The following definitions are applicable to this directive: 

1. “Military Assistance Program Property” hereinafter referred to as “MAP 
Property” means and includes any equipment, supplies, and materiel (other than 
equipment, supplies and materiel sold under the provisions of section 106), 
charged to MAP appropriations and furnished to eligible countries or transferred 
to authorized stockpiles under the provisions of the Mutual Security Act of 
1954, as amended. 

2. The term “Redistributable MAP Property” means MAP property no longer 
required by the supplying military department in the furtherance of the military 
assistance program of a recipient country. It includes: 

(a) Property which has been charged to MAP but will not be delivered 
to the intended recipient country for the reason that the requirement no 
longer exists. 

(6) Property which has been reported by the Military Assistance Ad- 
visory Group, with the concurrence of the respective recipient country, as 
no longer required. 

(c) Any other property which may be recovered after delivery to the 
recipient country. 

3. “Excess MAP Property”: That part of redistributable MAP property which: 

. (a) Is not required to meet any military deficiency in MAP supported 
orces. 

(b) Is not required by any of the military departments for— 

(1) Service program requirements, including the Reserve components 
of the Armed Forces. 

(2) Meeting requests from a foreign country for sale under the pro- 
visions of the Mutual Security Act of 1954, as amended. 

Notr.—“Excess MAP Property” is not to be confused with the term “Excess” 
as defined in section 545 (e) of the Mutual Security Act of 1954, as amended. 
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V. DISPOSITION OF “REDISTRIBUTABLE MAP PROPERTY” 


A. When MAP property becomes redistributable, it will be processed in ac- 
cordance with the procedures set forth below : 

1. MAP property which is in usable or repairable condition will be screened 
and redistributed where economically feasible in the following order of priority: 

(a) Approved and funded MA programs of the other military deparf- 
ments in the original recipient country for items which have been delivered. 

(b) Approved and funded MA programs of the supplying military de- 
partment in other MA countries. 

(c) Approved and funded MA programs of other military departments 
in other MA countries. 

(d) Unprogramed military deficiencies in MA supported country forces 
of the supplying military department. 

(e) Unprogramed military deficiencies in MA supported country forces of 
other military departments. 

Exceptions to the above order of priority should be considered to meet requests 
of eligible foreign countries to purchase such military equipment. Such sales 
may be made under the provisions of the Mutual Security Act of 1954, as 
amended, or other applicable laws, and the proceeds shall be deposited into the 
miscellaneous receipts of the Treasury except for accessorial charges and re- 
habilitation costs which will be handled as indicated in section VII below. 

2. Redistribution of MAP property to meet military deficiencies in any coun- 
try will be accomplished as follows: 

(a) Transfers of materiel, which has been delivered to a recipient coun- 
try to other military departments or to other country programs of the same 
nilitary department, will be reflected by the releasing military department 
in a Quarterly Summary Report, Department of Defense Redistributable 
and Excess MAP Property. This report will be submitted in accordance 
with the provisions of section VIII, and will be related by line item to the 
Report of Assistance Programed, Furnished and Forecast To Be Furnished 
Under Military Assistance Programs (Grant Aid Only), reference (i). In 
addition, the MA programs of the countries concerned will be adjusted in 
accordance With established procedures. 

(b) Materiel ordered by MAP (including common item orders as well as 
procurement by direct obligation of MSA funds) but which has not been 
delivered to a recipient country and is no longer required for the original 
intended recipient country may, after screening in accordance with the 
provisions of paragraph VA1, be delivered to a stockpile when specifically 
authorized by the Assistant Secretary of Defense for International Security 
Affairs. When deliveries to an authorized stockpile have been accomplished, 
country programs will be adjusted accordingly. For the purpose of this di- 
rective the value of items delivered to an authorized stockpile will be 
reported by area in the FA report, Report of Assistance Programed, Fur- 
nished and Forecast To Be Furnished Under Military Assistance Programs 
(Grant Aid Only), reference (i). When materiel is transferred from an 
authorized stockpile to meet other country or MAP service needs the new 
recipient country program and the records of the authorized stockpile will be 
adjusted accordingly. (This directive does not authorize the establishment 
of any stockpile. ) 

3. Redistributable MAP property for which no requirement exists in any 
MA program will be reported and screened against the service requirements of 
the military departments in accordance with the provisions of reference (d), 
including the Reserve components of the Armed Forces. Reimbursement, if 
any, will be in accordance with the detailed fair value formula set forth in ref- 
erence (¢). Such proceeds will be deposited into miscellaneous receipts of the 
Treasury. ‘These transactions will be reported as prescribed in section VIII 
of this directive. 

4. Savings in approved programs resulting from the redistribution of MA 
materiel will be reported to the Office of the Assistant Secretary of Defense, 
International Security Affairs. These savings will be utilized to finance un- 
funded worldwide MA requirements. 

5. That portion of redistributable MAP property which is “excess MAP 
property” will be disposed of in accordance with the provisions of VI below. 
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Vi. Disposrrion oF “Excess MAP Properry” 


A. MAP redistributable property for which no requirement exists in MA pro- 
grams or the military departments will be declared “excess MAP property.” 

B. Critical and strategic materiel, including those obtained from scrap and 
salvage, which meets the specifications and requirements of the United States 
stockpiling program will be reported in accordance with the provisions of refer- 
ence (e) and held for further disposition instructions. 

Cc. The military departments are authorized to approve the retention and dis- 
posal of excess MAP property by recipient countries, physical delivery having 
been made, provided that : 

1. On a case-by-case evaluation, it is determined by the military department 
that it is uneconomical for the United States Government to take possession of 
such excess MAP property and dispose of it through established disposal activ- 
ities of the military departments; or 

2. Regardless of economic consideration, it is determined that there are no 
circumstances such as special characteristics of the materiel involved, which 
would necessitate the retention and appropriate disposal action by the United 
States Government. In either of the above instances it will not be neces- 
sary to change the country program involved. 

Any proposed retention by the recipient country or transfer to another re- 
cipient country for utilization by National forces which are not supported by 
MAP must be approved by the Assistant Secretary of Defense, International 
Security Affairs, on a case-by-case basis. 

D. The materiel which is retained for disposal by the recipient country, in 
accordance with the provisions of the preceding paragraph C, must be covered 
by adequate safeguards to insure disposal in such a manner that it will be used 
to support the defense efforts of that country or other countries friendly to the 
United States. Such materiel shall be approved for disposal by the recipient 
country only when that country will give a written guaranty to the chief of the 
United States military mission in the recipient country that none of the excess 
MAP property will be exported to any other country without the prior approval 
of the chief of the United States military mission accredited to the original 
recipient country. In the event that a recipient country refuses to give such a 
guaranty for any or all such materiel, it shall be sold by the declaring or 
holding country only under one of the following limitations : 

1. Directly to a government friendly to the United States, provided that 
government will give the required guaranty as mentioned above. 

2. To a nongovernment purchaser for import into a friendly country which 
will give the required guaranty, or for reimport into the United States, its 
Territories, or possessions, 

3. To a nongovernment purchaser for use as scrap only with the chief of the 
United States military mission taking all necessary precautions to prevent ma- 
teriel sold for scrap only, being used, subsequent to sale, for a purpose for which 
it was designed. 

E. Excess MAP property located overseas that has been determined to be 
excess to Department of Defense requirements in accordance with reference (qd), 
and is to be disposed of by Department of Defense disposal activities as “foreign 
excess,” will be sold in accordance with reference (f). 

F. Excess MAP property which is located in the United States and has been 
screened in accordance with reference (d), and determined to be excess to all 
Federal requirements, will be sold as surplus in accordance with reference (f). 

G. The transactions outlined in paragraphs E and F, above, will be reported 
as prescribed in section VIII of this directive. 

H. Any costs arising from the disposal of excess MAP property, except where 
the recipient government has been granted disposal authorization, will be 
charged to the MAP appropriation. 


VIE. AccessorraAL CHARGES AND REHABILITATION Costs FOR REDISTRIBUTABLE 
MAP PROPERTY 


A. Redistributable MAP property transferred to the United States Govern- 
ment for redistribution or other disposition will be delivered by the releasing 
country to the United States military mission free alongside if ocean shipment 
is required or delivered free on board inland carrier at a shipping point desig- 
nated by the United States military mission for other than ocean shipment. 
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B. Transportation costs incurred from the point accepted by the United 
States military mission will be borne— 

1. The new recipient country if shipment is direct to another MA country. 

2. The MA appropriation if the materiel is returned to the United States 
for further MAP disposition. 

38. The service appropriation, if the materiel is redistributed to meet 
service needs. 

C. Rehabilitation costs applicable to items released by one country and used 
to meet deficiencies in other MA country programs will be borne by, first, the 
releasing country, or, second, the new recipient country. 

D. If neither the releasing nor recipient country can absorb the accessorial 
charges and/or the costs of rehabilitation, the country team concerned will 
certify to this fact. When MAP funds are required for such purposes and are 
not available to the recipient military department, they will be requested from 
the Department of Defense on a case-by-case basis. 

E. Shipment will be in accordance with reference (g). 


VIII. Report ON REDISTRIBUTABLE AND Excess MAP PROPERTY 
A, GENERAL REPORTING INSTRUCTIONS 


1. Each military department will consolidate from the effective date of this 
directive all completed redistribution and disposition actions, and will submit 
to the Office of Programing and Control, Office of the Assistant Secretary of 
Defense, International Security Affairs, not later than 45 days following the 
end of the report period, a quarterly summary report, Department of Defense 
redistributable and excess MAP property, in accordance with the attached 
format. The initial report will be submitted covering the quarter beginning 
October 1, 1956. 

2. Report control symbol DD-ISA (Q) 122R1 has been assigned to this report- 
ing requirement. 

B. SPECIFIC REPORTING INSTRUCTIONS 


Part I. Disposition of material from other than an authorized stockpile 


Cumulative through.—Enter the reporting quarter. 

Column (a)—Country.—Enter the country from which the redistributions 
are made. 

Column (b)—MA categories and/or major items of equipment and supplies.— 
Enter the budget categories and selected major items as set forth in attachment 
A to enclosure 1 of Department of Defense Instruction No. 2110.17 of February 
14, 1955. 

Column (c)—Disposition recipient.—Enter the country, other recipient, or an 
authorized stockpile as appropriate. 

Column (d)—Quantity.—Enter the total quantity of major items involved. 

Column (e)—-MA programed price.—Enter the total MA programed price. 


Part II—Disposition of materiel from an authorized stockpile 


Column (f)—Disposition recipient—Enter the name of the country or other 
recipient as appropriate. 

Column (g)—Quantity.—Enter the total quantity of major items involved. 

Column (h)—MA programed price.—Enter the total MA programed price. 

Column (i)—Recovery values.—Value reverting to the United States Treasury 
through sales to the military services or disposition through surplus sale. 





IX. ErrectTive DATE 


The provisions of this directive are effective immediately. 
C. E. Wirson. 
Secretary of Defense. 


Enclosures, 2: 

1. Quarterly summary report, Department of Defense—Redistributable and 
excess MAP property. 

2. List of references relating to redistributable and excess MAP property. 





[Sample] 
‘Quarterly summary report, Department of Defense—Redistributable and excess MAP 
property 
Part I. Cumulative through ............-.-...-.--- Part II. Cumulative through ...................... 
| f 
MA categories and/or | Disposi- | Quan- | MA pro-| Disposi- | Quan- | MA pro-| Re- 
Country major itemsofequip-| tion re- tity gramed | tion re- tity gramed | covery 
ment and supplies cipient price cipient price value 
(a) (b) 


France-....-- Tanks, complete____- 
Tank, light M-24___- Be aiemacnia 
Other tanks, complete_|__.._____- 
Aircraft, complete_____}......--- 


Other aircraft, com- 
ES ee 
Aircraft components 
and maintenance, 
spares and spare 
es beeintnted divdie eh ante iededhe 


Total redistri- 
butions. 





List OF REFERENCES RELATING TO REDISTRIBUTABLE AND Excess MDAP Property 


References : 

(a) DoD Directive 2110.4, “Disposal of Redistributable and Excess MDAP 
Property,” December 11, 1953 (canceled herein). 

(b) Federal Property and Administrative Services Act of 1949, Public 
Law 152, Slst Congress, as amended. 

(c) DoD Directive 4160.8, “Fair Value Formula and Condition Codes Ap- 
plicable to Excess and Exchange-Sale Type Personal Property within 
the DoD,” March 16, 1953. 

(d) DoD Instruction 4160.9, “Policy and Procedures Governing the Report- 
ing and Screening of Excess Personal Property under the Control 
of the DoD,” June 24, 1955. 

(e) General Services Administration Emergency Procurement Regulation 
No. 1, August 14, 1951, as amended. 

(f) DoD Instruction 4160.4, “Preparations for Sale and Sales of Surplus 
Personal Property, Including Foreign Excess,” July 13, 1954. 

(g) DoD Directive 2110.12, “Shipment of Mutual Defense Assistance Pro- 
gram Materiel,’”’ November 14, 1951. 

(h) DoD Directive 2110.16, “Method of Financing, Funding, Accounting and 
Fiscal Reporting for the Mutual Defense Assistance Program,” May 
17, 1955. 

(i) DoD Directive 2110.17, “Report of Assistance Programed, Furnished 
and Forecast to be Furnished Under Mutual Defense Assistance Pro- 
grams (Grant Aid Only)” February 14, 1955. 


EQUIPMENT REQUIREMENTS IN FAR EAST 


Mr. Passman. Mr. Shuff, is a substantial amount of excess military 
equipment in the Far East being disposed of as surplus while at the 
same time comparable items are being requisitioned for delivery from 
the United States ¢ 

Mr. Suourr. In this situation, Mr. Passman, are you talking about 
United States military equipment ? 

Mr. Passman. I am speaking about military equipment, spare 
parts, and whatever goes along with it that is being declared excess 
in certain regions. 

Mr. Suurr. Excess to United States mobilization requirements? 

, Mr. Passman. Excess to the recipient nations or the United States 
orces, 
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For instance, it is reported that in Japan while they are declaring 
certain equipment in excess, at the same time they are requisitioning 
from the United States the very same items. 

Mr. Suvrr. I think, Mr. Chairman, what is referred to here is 
United States excesses as a result of troop withdrawals from Japan. 
In the early days of the startup of the withdrawal of the troops from 
Japan I would be something less than honest and frank if I did not 
tell you that the situation that you describe existed. In other words, 
I would say that things were being declared in excess to United 
States mobilization requirements or were indeed in excess and were 
at the same time being requisitioned under the military assistance 
program. 

Mr. Passman. Let us bring it up to the present time. Is it still 
being practiced ? 

Mr. Suvurr. No, sir: it is not. 

Mr. Passman. You have no knowledge of it? 

Mr. Suurr. We found the mistake. I do not have a knowledge of 
it by virtue of not having been on the ground. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 

Mr. Suurr. May I finish ? 

Mr. Passman. Yes. 

Mr. Suurr. We found that this was happening, as you might well 
imagine that it would happen since these various things were very 
fast-moving, and there was not as much coordination as “there should 
have been. However, when it was found that this was happening 
we established a group to insure that before anything was ordered 
under the military assistance program that material which was being 
declared excess was first screened to see whether it could fulfill the 

valid requirements that generated from the MAAG. 

Mr. Passman. Thank you, Mr. Secretary. 


MATERIAL ON HAND AND TO BE PROCURED TO MEET MILITARY PROGRAM 
IN FAR EAST 


Of the equipment to be provided for the military forces of the Far 
East, what part of this materiel would have to be produced for deliv- 
ery to these countries and what part of it is off the shelf from exist- 
ing military stocks? 

Mr. Sutrr. I would have no way of telling you that, sir. That 
would be as a result of the investigation at the time. 

Mr. Passman. Could we, perhaps, ask Mr. Shaw that question ? 

Do you have any idea, with respect to the military equipment to be 
provided for the military forces of the Far East in 1959, what part 
of this materiel would have to be manufactured for deliv ery to these 
countries, and what part would be off the shelf from existing military 
stocks ? 

Mr. Suaw. Mr. Chairman, my estimate would be about 60 percent 
off the shelf, but this is only an estimate, and it would be very, very 
difficult to get a verification on it. 

Mr. Passman. About 60 percent off the shelf, and about 40 percent 
would have to be produc ed or manufactured in order to be shipped ? 

Mr. Suaw. Mr. Chairman, may I remind the committee when we 
say “off the shelf’ we mean from stocks owned by the military 
departments. 
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Mr. PassMANn. That is our understanding. 

Mr. Suaw. This very frequently requires rehabilitation or some 
modification of the equipment before it is ready for delivery. 

Mr. Passman. What is the lead time necessary for the off-the-shelf 
items ¢ 

Mr. Suaw. This also depends upon the amount of work the mili- 
tary departments are running through their repair depots. 

Mr. Passman. Is much of this new equipment ? 

Mr. Suaw. No, sir. 


REHABILITATION OF EQUIPMENT 


Mr. Passman. Would you give us an estimate of how long it would 
require to rehabilitate this equipment and make it ready for ship- 
ment ? 

Mr. SHaw. The estimate we use is about a year. 

Mr. PassmMan. That is encouraging. I believe you indicated earlier 
in the hearings that you had a certain number of rebuilt jeeps that 
you shipped out against the program. If we may limit that to a 
regular jeep, how long does it require to rehabilitate a jeep, and get it 
ready for shipment ¢ 

Mr. SHurr. We assume a year as well. 

Mr. PassMan. You mean it takes a year to rebuild for shipment a 
$2,400 jeep ? 

Mr. Suurr. No, sir; certainly it does not take a year to rebuild it, 
but it takes a year to find where it is to come from, to schedule it in 
the line for rebuilding, and get it back into the program and get it 
shipped to where it is going. 

Mr. Passman. That is what you call paperwork, and redtape, I 
suppose ¢ 

Mr. Suurr. That is what we call lead time, sir. 

Mr. Passman. It is a good thing some of my friends who run gar- 
ages do not take that long to overhaul them and get them ready. 

Mr. Suurr. Sir, could you imagine any other way of doing it in this 
situation? The Army has its own problems. You would not suggest 
that they stop rebuilding their vehicles for the purpose of letting others 
have priority to rebuild those that are going into the military assist- 
ance program’ We have to wait our turn. We are a customer. 

Mr. PassmMan. Mr. Secretary, if I had my way I would stop them 
from polishing these saddles that they are keeping in the warehouse, 
and which they have kept in the warehouse since the Civil War. 

Mr. Denton. Off the record. 

(Discussion off the record.) 

Mr. Passman. How much is being asked in the new appropriation 

request for this region to provide for obsolescence, depreciation, and 
maintenance for military equipment? 

Mr. Suurr. Well, sir, our accounts are not kept in that manner. 
We do not have an account entitled “Obsolescence e, Maintenance, and 
Rehabilitation.” 

We do have a rehabilitation account which indicates the amount 
of money being spent for off-the-shelf type items which we get from 
service inventories, and that cost being applied to keeping that 
equipment in operating condition. I can give you that figure, I 
believe. 
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Mr. Passman. How much is being asked in the new appropriation 
request for this region to provide for the obsolescence, depreciation, 
and maintenance of the military equipment ? 

Mr. Suvrr. Well, sir, I do not mean this facetiously, but I might 
say that the whole appropriation for military assistance is for that 
general purpose, and one other, which is to add to the capability of 
the military effort. 

Mr. Passman. I am confused in trying to understand how you 
keep a record of its value if you do not have some system of deleting 
through depreciation processes that which is obsolescent, and arrive 
at its value. However, the gentleman gave me a reply, and I shall 
accept it. 

Mr. Suurr. Mr. Chairman, you and I discussed this day before 
yesterday in the afternoon. 

Mr. PassmMan. Not just in this vein, though. 

Mr. Suurr. We discussed it in the vein of assets. 

Assets are supplied with each requirement request that we get from 
the field. We know what the assets are, and by subtracting—nor- 
mally under ordinary circumstances, if you can subtract the then 
existing assets from what you know that you have bought, you know 
what has worn out. However, the assets, as I mentioned the other 
afternoon, are not only military assistance program assets, but assets 
acquired from other sources. So, just to subtract the assets from 
what the program has provided does not give you a true picture for 
obsolescence. 

The MAAG?’s have the responsibiilty to see that the equipment 
that has been furnished under the military assistance program is 
being utilized and maintained properly, or that it is salvaged in keep- 
ing with the instructions that I have spoken of before. We can- 
not afford to put enough people in these countries to keep a running 
inventory of the equipment which we have supplied. We supply, 
as we have discussed, several hundred thousand line items of 
equipment. 

Mr. Passman. Mr. Secretary, to what extent will the money used 
for replacement be used in purchasing the same type of material and 
how much will be allocated for advanced type equipment ? 

Mr. Suurr. May I give you a general answer for that, sir? 

Mr. Passman. Yes, sir. 

Mr. Suvurr. All right, sir, I will give you a general answer. 

Mr. PassmAn. I shall ask the question in two parts, then: 

To what extent will the money used for replacement be used in 
purchasing the same type of material, because you delete and replace, 
and it would be valuable to the committee to know how much money 
is required to replace those same items that you have deleted ? 

Mr. Suvrr. I have to give you this on a worldwide basis, I cannot 
give it to you by regions 





Mr. Passman. All right. 

Mr. Suurr. On a worldwide basis, 18 percent of the total program 
is being requested for force maintenance. On a worldwide basis 53 
per cent is requested for force improvement, the balance covers cost 
sharing, credit sales, and other programs. 

Mr. Passman. I may have used a poor selection of words in order 
to get the question over, but what the committee would like to know is 
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this: How much of the money in this request is for the replacement 
of military equipment and materials that are being replaced in kind? 

Mr. Suovrr. Specifically, I cannot answer your question. 

Mr. Passman. The gentleman is fair. 

Mr. Suurr. For me to figure out how many jeeps A—1—A’s are re- 
placing how many jeeps A—1—A’s, I would not be able to tell you, sir. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Suvurr. Mr. Chairman, I sound a little bit like a broken record 
repeating as many times as I have the number of items in the mili- 
tary assistance program, but to keep the kind of records that would 
indicate this, would be an accounting job that would certainly re- 
quire considerably more people than we can ever hope to have avail- 
able. 

I have a record, Mr. Chairman, which indicates the value of excess 
equipment that will be redistributed to other countries. It runs into 
a very substantial number of items and a very substantial amount of 
money. In every tab in this book where military assistance programs 
are given there is an indication of the amount of money or goods 
which each of these countries got that were excess, and we have dis- 
cussed this before. I would be delighted to supply for the record 
the numbers and the amount when I can find it o the excess equip- 
ment that was discovered and recalled and for reissue to another 
country. 

This is a substantial sum. 

Mr. Passman. You may insert the data in the record at this point. 

(The information referred to is classified and will be supplied to 
the committee. ) 


TAIWAN TELEPHONE EXPANSION 


Mr. Passman. What is the nature of the project in Taiwan with 
reference to a suburban telephone expansion program ? 

Mr. Moyer. The suburban telephone expansion program ? 

Mr. Passman. Yes, sir. 

Mr. Moyer. Our principal project along that line is not suburban 
in the sense that we speak of suburban in this country. 

However, we have helped to improve the telephone system in the 

capital city of Taipei and we also have given some further assistance 
in several of the other cities. I am not “quite clear what is meant in 
this instance by the “suburban telephone expansion program.’ 

Mr. Passman. For the rural suburban—city or whatever you wish 
to call it—expansion program, how much money have we pledged 
Tiawan for telephone service? 

Mr. Moyer. $1,557,000, sir. 

Mr. PAssMAn. How much have you obligated against the total? 

Mr. Moyer. I see there is one here called the suburban telephone 
expansion. 

Mr. Passman. Yes, sir. 

But would you withhold that, as you gave me a prior figure, and 
tell me the amount you have obligated of the larger figure that you 
stated, and then we shall get back to this. 

Mr. Moyer. The amount that I have given you was the amount 
through June 30, 1957. There is another-—$525,000—I will have to 
check, sir, but I believe that is obligated. 
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i Mr. Passman. Could you tell us how much has been expended on 
i the program ? 
Mr. Moyer. As of June 30, 1957, out of the original amount $52,- 
000 had been expended. 
Mr. PassmMAn. $52,000 out of a total of $1,557,000? 

Mr. Moyer. Yes, sir. 

Mr. Passman. In what year did you get the funds for this project ? 

Mr. Moyer. May I ask, Mr. C hairman, did you say what year that 
was? 

Mr. Passman. Yes, sir; in what year, or years, did we make the 
funds available for the $1,557,000 project ? 

Mr. Moyer. It was made available over several years—in 1955 the 
amount was $290,000. 

Mr. Passman. What is the amount of the total expenditure? 

Mr. Moyer. As of March 31, 1958, on that project, just a small 
amount—$213,000. 

Mr. Passman. That money is going to be growing whiskers pretty 
soon if we do not do something about it; is it not ? 

Mr. Mover. Yes, sir. 

May I comment further on that, please ? 

Mr. Passman. Yes, sir. 

Mr. Moyer. I went into the details of this project recently—here 
are the notes that I was looking for. The notes simply say that there 
have been a number of complications and that these occurred in 
connection with military installations or military facilities as well 
as others, and it has been delayed. 

Mr. Passman. Do you think it would be advisable, as this project is 
rather aged, to deobligate the funds, and start all over? You would 
certainly have to obtain new estimates; would you not ? 

Mr. Moyer. We have asked our mission in Taipei, and others also, 
to review all such projects and they did not recommend deobligation 
of these funds; there is every intention still to complete this project. 
All I can say is that it has been looked at, and our mission felt the 
funds should not be deobligated. However, I cannot give you the 
details as to why they said so. 

Mr. Passman. If we may revert to the prior discussion, what is the 
nature of this project in Taiwan for suburban telephone expansion ? 

Mr. Moyer. I see there is a project which carries that name. A 
total of $355,000 was obligated for that project. 

Mr. Passman. In what year did you obligate that money ? 

Mr. Moyer. In fiscal 1956. 

Mr. PassmMan. This is 3 years later, or will be, in fiseal 1959? 

Mr. Moyer. Yes, sir. 

Mr. Passman. How much of this money has been spent ? 

Mr. Moyer. As of December 31, 1957, $105,000 of that had been 
spent. 

Mr. Passman. Leaving a balance of how much? 

Mr. Moyer. That would leave a balance of $250,000 unliquidated. 

Mr. Passman. You are carrying that as an obligation; are you not? 

Mr. Moyer. We are carrying that as an obligation; yes, sir. 

Mr. Passman. What year’s estimates are you using now to justify 
the obligation ? 

Mr. Moyer. This was obligated in the fiscal year 1956. 
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Mr. PassmMan. When you have obligations as old as these, and such 
as some of them in Egypt, going back to 1953, do you ask for a revised 
estimate of the cost, and as te whether the cost may be up or down? 

Mr. Moyer. I assume in this case, although this is only an assump- 
tion, that orders have been placed, and that they are going ahead with 
the installations. 

There is nothing in this project that has been deobligated, and, 
therefore, there would be no particular point in a review of the project. 

Mr. Passman. If you did not have a firm contract as to the cost of 
the project, what if you should find out that you could do the work 
for 20 percent less or that it might cost 30 percent more ? 

Mr. Murrnuy. The fact that the report we have shows that none of 
the $355,000 is unsubobligated indicates to me that we may have a con- 
tract for the project. 

Mr. Passman. Can you tell us with whom you have that contract ? 

Mr. Mureny. That I would not know; I would have to look it up. 

Mr. Passman. Also, please inform us of the date that you entered 
into the contract. 

Mr. Mourrny. Also, that I would have to look up. 

Mr. Passman. Please look it up. 

Mr. Murrny. I would probably be able to get some additional in- 
formation also. 

(The information requested follows :) 

The suburban telephone expansion project is part of a larger program to ex- 
pand and improve the telecommunications facilities of Taiwan. Expansion of 
the telecommunications network is necessary to meet both military and civilian 
requirements. The military communications system is so inadequate at the 
present time that a proposal has been made to lease some of the civilian telephone 
facilities as soon as they become available after installation. 

A total of $355,000, including $55,000 of deobligated fiscal year 1955 funds, was 
obligated for the suburban telephone expansion project in June 1956. All of 
the funds are to be used to buy imported equipment. Changes in engineering 
design to effect greater economies and increase operational efficiency have had 
the effect of retarding the expenditure of aid funds. However, real delays were 
encountered because of the failure of bidders to respond to the requirements and 
specifications set forth in bid invitations. This has required retenders. 

The assistance to be furnished will provide for increased telephone facilities 
in cities located in the northern and western parts of the island of Taiwan. The 
new facilities will permit greater efficiency in the transaction of both official 
and private business. Inadequate communications facilities have hampered 
military as well as civilian activities on the island. Even with the new installa- 
tions, facilities would not be adequate to meet an emergency which would result 
in the event of external attack. 

Installation of these facilities is now in progress with completion scheduled 
for the spring of 1959, according to information received from the ICA mission 
on Taiwan, provided that imported equipment under order arrives on time. 


GARAGE WORKSHOP IN CAMBODIA 


Mr. Passman. Doctor, please tell us about the project for the 
construction of a garage workshop in Cambodia, and how much has 
been obligated for it? 

Mr. Moyer. Do you have the number there? 

Mr. Passman. The number of the project ? 

Mr. Moyer. Yes, sir. 

Mr. Passman. Off the record. 

(Discussion off the record.) 
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Mr. Moyer. This is also a 1956 project, and the total obligation is 
$230,000. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

The question was: Please tell us about your project for the con- 
struction of a garage workshop in Cambodia, and how much has been 
obligated for it? 

Mr. Moyer. The total amount has been obligated—$230,000. 

Mr. Passman. When did you obligate the money 2 

Mr. Moyer. In fiscal year 1956. 

Mr. Passman. That was in fiscal 1956, and then we went through 
fiscal years 1957 and 1958 and we are now starting into fiscal year 
1959. 

Mr. Moyer. Yes, sir. 

Mr. Passman. How much has been spent ? 

Mr. Moyer. As of December 31, $18,000 had been spent. 

Mr. Passman. Do you contemplate spending the balance? 

Mr. Moyer. Yes, sir; we do. 

Mr. Passman. When? 

Mr. Moyer. I cannot answer the question as to when, but I would 
like to say again that in Cambodia our mission has been examining 
the projects with considerable care, and if they had thought this 
should be deobligated, we believe they would have done so. 

Mr. Passaan. Is this g garage for auto repairs? 

Mr. Moyer. I am sorry, sir, but I cannot tell you precisely. This, 
frankly, is a project that I am not familiar with. I would like, how- 
ever, to insert in the record, if I may, what this project is. 

Mr. Passman. Could you tell us how many autos are in Cambodia? 

Mr. Mover. Well, there are quite a few. There are quite a number 
in the capital city and some other places, although I would not have 
any reai idea as to how many there are. 

Mr. Passman. Did you have any idea how many garages there are 
in Cambodia ? 

Mr. Moyer. That I do not know, either. 

Mr. Murrny. It is possible, Mr. Chairman, that this is tied in with 
the maintenance of highway road building equipment. 

Mr. Passman. However that may be, a $230,000 garage workshop 
in Cambodia is quite an ambitious undertaking, is ‘it not? 

Mr. Murrny. I am sure that would include all the equipment and 
everything else. 

Mr. Passaan. Well, we do not know. We ask the questions, and 
you answer them. 

Mr. Murry. Well, I am certain that is what you will find out. 

Mr. Passman. We thought the cowbarn situation in Lebanon would 
take the cake, but this garage workshop in Cambodia may give that a 

run for the money. However, I do not know. 

Mr. Moyer. If I may, I w vould like to put the information in the 
record as to just what this is. 

(The information referred to follows :) 


CONSTRUCTION oF GARAGE WORKSHOP AND BOAtT-Sirp PROJECT 


The brief title under which this project has been described does not adequately 
indicate its scope. Its purpose is to assist the Cambodian Ministry of Public 
Works to establish both a vehicle repair shop and an associated boat slip, making 
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possible the proper care and maintenance of Government-owned motor vehicles 
and motor-powered marine equipment. These vehicles include the sizable amount 
of roadbuilding and road maintenance equipment being provided the Cambodian 
Government under the port highway contract. 

Situated at the juncture of the Mekong River with an important tributary, 
boat traffic is important as well as motor traffic. To improve its highly inade- 
quate facilities for properly caring for its motor vehicles and marine equip- 
ment, Cambodia requested United States assistance in providing structures, 
machine tools, and training. Improvement of this particular Government opera- 
tion is required because of the increasing number of vehicles and river boats 
owned and used by the Government in its expanding public service programs. 
Adequate transportation is essential to the successful conduct of many projects 
in the United States aid program. 

Project plans call for: (1) The construction of a one-story garage-workshop 
at an appropriate new location in Phnom Penh, (2) the establishment of a boat 
slip on the Tuk Sap River, a tributary of the Mekong; (3) the equipping of these 
facilities with the necessary machines and tools; and (4) the training of Cam- 
bodian Government public works personnel as mechanics and operators of the 
maintenance facilities. 

United States aid is required to finance the procurement of imported commodi- 
ties and the management contract for the training aspects of the project. The 
Cambodian Government is committed to contribute part of the local currency 
costs, aS well as the land sites on which the facilities will be established. 

A total of $230,000 of fiscal year 1956 technical cooperation funds was obligated 
for this project by a project agreement dated February 9, 1956. This project 
agreement provided $150,000 for contract services and $80,000 for the procure- 
ment of imported equipment. The appropriate document subobligating the 
funds for contract services was issued May 28, 1956, and another document sub- 
obligating funds for the commodities was issued November 15, 1976. 

The principal reason for the low expenditures through December 31 has 
been the delay in selecting a land site suitable for the workshop and in start- 
ing building operations. It was not deemed advisable to procure workshop 
equipment and to negotiate the training contract until after these essential first 
steps had been taken. In June 1957, however, after considering several pos- 
sible locations, the Cambodian Government advised our mission that a property 
site had been acquired. In July 1957 the Government let a contract for earth 
filling of the building area. Excavation for the two buildings (garage and work- 
shop) was started by a local contractor in December 1957. The estimated 
completion date for the construction is December 1958. 

In its most recent communication regarding this project, our mission pro- 
poses that the training of Cambodians by contract personnel should start after 
construction is well underway, specifying October 1958 for this purpose. The 
contractor for the training phase will be selected in accordance with this plan. 
In the meanwhile, our mission also will be requested to review the list of com- 
modities originally specified in order that procurement and shipment of the 
equipment may be timed with plans for installation. 

It is our expectation that the project will proceed satisfactorily toward 
completion. 


Mr. Passman. Mr. Gary, do you have any questions? 


UNSETTLED SITUATION IN THE FAR EAST 


Mr. Gary. Mr. Robertson, three very tense areas are located in the 
Far East. One is Formosa, another is Korea, and the third is Indo- 
china. Can you tell us something about the situation in those three 
places now ? 

Mr. Roszertson. In Korea, as you know, the war has been stopped 
only by a cease-fire. We have a 150-mile-long truce line which has to 
be constantly patrolled not only to prevent an unexpected attack, but 
also to prevent infiltration across the demilitarized zone. The Chinese 
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Communists have shown no desire to effect a settlement there but have 
resisted our attempts to effect a settlement there. 

Mr. Gary. They totally disregarded the terms of the armistice, as 
well as I recall. 

Mr. Rosertson. They violated 3 out of the 4 provisions. The 
armistice agreement had four provisions. One was a cease-fire, and 
that is the only one they have kept. The second one provided for 
the exchange of the prisoners of war. We thought that had been 
effected at Freedom Village in Korea, in July 1953, but it was nearly 
a year later that we found that they had held back 15 flyers who were 
subsequently released. To this day they have refused to give an 
accounting for some 450 missing American and other UN military 
personnel. Now, we do not know whether any of these men are alive 
or dead, but we do know that numbers of them were alive and in their 
hands at one time. This is a list of missing for which our military 
authorities feel that they are in a position to give an accounting. 

The have scornfully refused to do so. 

Another provision called for the calling of a political conference 
within 90 days of the signing of the armistice to effect a political 
settlement, to arrange general elections for the unification of the coun- 
try. It took us nearly a year to get them to agree to this political con- 
ference. We met in Geneva, in the summer of 1954. The negotiations 
lasted for 2 months. Every time we would have a meeting, Chou En- 
lai, the Red Chinese Foreign Minister, would get up, denounce the 
United Nations as being the aggressors in Korea, and being belliger- 
ent aggressors were therefore without competence to supervise the 
holding of elections for the unification of the country. 

After 2 months of fruitless efforts, during which time the Com- 
munists never showed a negotiating position, except on their terms, 
naming the U. N. as the aggressors, we signed a declaration with the 
16 members of the United Nations participating in the conference, 
citing the record of the negotiations and the U. N. position. The con- 
ference thus ended, and we came home. 

The fourth provision which they grossly violated was for the main- 
tenance of the military balance while these other things were hap- 
pening—exchanging prisoners and arranging for the political con- 
ference. It was apparent that they had ‘deliberately stalled on :the 
political conference, in order to have time to build up their military 
strength, which could only be done in violation of this fourth provi- 
sion which I have just mentioned. 

They brought in modern artillery, and hundreds of modern planes, 
many of which were jets. All during this time of delay they were 
steadily building up their mliitary capabilities in violation of the 
armistice. 

The situation there today is pretty much what it has been for the 
last 4 years. As I think I have testified before in this hearing, there 
was a great demand to bring our own troops home. We couldn’t leave 
the armistice line undefended. As we trained and built up the 
Korean Army we brought our boys home. We now have only two 
divisions left in Korea. 

T would like to make the next statement off the record. 

(Discussion off the record. ) 

Mr. Rosertson. The Chinese Communists have announced that 
they were going to withdraw their forces by the end of this year and 
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have called upon the United Nations in general and the United States 
in particular to withdraw their forces. You will recall that is 
exactly what the Russians did back in 1949. They announced they 
were going to withdraw their forces from North Korea and called 
upon us to withdraw our forces from South Korea. They announced 
they were going to be out—it was in 1948, excuse me, not 1949—they 
announced they would complete their evacuation by the end of the year. 
They did. We completed our evacuation 6 months later, in July 1949. 

In June 1950 they struck. They invaded South Korea. don’t 
think we can be oneal napping the same way twice. 


Mr. Gary. Thank you, gentlemen. The Committee stands ad- 
journed until 10 o’clock tomorrow morning. 
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Frivay, June 13, 1958. 


Mr. Gary. The committee will come to order. 


VIOLATION BY NORTH KOREA 


When we concluded on yesterday, to answer the bells on the floor 
of the House, Mr. Robertson, you were discussing the situation in 
Korea and you had just recounted how the North Koreans had violated 
every provision of the truce agreement, and included in that was the 
provision with reference to the buildup of military forces. Are they 
continuing that buildup of forces now ? 


WITHDRAWAL OF OUR MILITARY FORCES FROM KOREA 


Mr. Ropertrson. The Chinese Communists announced a short time 
ago that they were going to withdraw their troops from North Korea 
and complete the withdrawal during the year 1958, and called upon 
the United Nations forces in South Korea to do likewise. I think I 
was reciting to you yesterday when we stopped that this is the pattern 
that was followed by the Russians back in 1948. In 1948 they sud- 
denly announced they were going to withdraw their troops from North 
Korea and called upon us to do the same in South Korea, and according 
to their announcement they did complete their withdrawal during the 
year 1948. We were, as I understand—this was a period when | was 
not connected with the Government, but I understand we were very 
reluctant to withdraw our forces until there had been some settlement 
as to how the unification of the country should take place, but under 
various pressures we did withdraw our forces and we completed our 
withdrawal, as I remember, in about July 1949, in about 6 months. 

Mr. Gary. We made the mistake of withdrawing our forces there, 
and repeated the mistake later on when we insisted that England 
withdraw from Egypt, in my judgment. 

Mr. Rosertson. We completed our withdrawal in 1949 and you 
know what happened. Having gotten us safely out, and having gotten 
what they thought was a statement of United States policy that Korea 
was not in the perimeter of our defenses, they struck in Korea, and 
that war cost us $18 billion and 143,000 casualties and 1,300,000 casual- 
ties for South Korea. People forget that figure. 

Our strong conviction now is that we cannot afford to leave South 
Korea defenseless until we have obtained a satisfactory agreement 
that we can rely upon that the country will be united under free 
elections and will no longer be subject to the Communist threat. 


RED CHINA IN VIOLATION OF THE UNITED NATIONS CHARTER 


We also must be careful to emphasize the difference between the 
Chinese Communist forces in North Korea and the United Nations 
forces in South Korea. The Chinese Communist forces in North 
Korea are in violation of the United Nations Charter. When they 
invaded South Korea they were denounced by the United Nations in a 
resolution, supported by an overwhelming majority of the United 
Nations, for their aggression and were ordered out. This was in 
1951. The Chinese Communists have continued to defy the United 
Nations, and their forces are still there. 
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UNITED NATIONS FORCES IN KOREA 


The United Nations forces in Korea are 90 percent United States 
forces, but we went there in response to a United Nations resolution 
calling upon its members to repel this aggression, and upon the invita- 
tion of the Republic of Korea. We refuse to put the United Nations 
forces that went there at the behest of the United Nations to deter 
aggression on the same moral plane with the Chinese Communist forces 
that are there in defiance of the United Nations. 

As a practical matter, over 80 percent of the United Nations forces 
have already been withdrawn. Actually I think since the Chinese 
Communists made the announcement, they have said they have with- 
drawn 80,000 troops, but the total Communist forces in North Korea 
today, after this withdrawal, are still in the neighborhood of 600,000. 

Is that right, Mr. Shuff? 

Mr. Snourr. Yes, that is about right. 


LARGEST MUTUAL SECURITY PROGRAM IN KOREA 


Mr. Rosertson. So that in Korea, where we have the largest 
mutual security program in the world, our assistance is essentially and 
basically in defense of the free world position in Asia. I think we 
will all agree there is no way that we can with impunity decrease the 
strength of our military position until we can be certain that the threat 
to South Korea has been removed. 

Mr. Gary. Are we continuing to observe the treaty agreements even 
though they have violated them: throughout ? 


THE NEED TO UPDATE OUR EQUIPMENT IN KOREA 


Mr. Rosertson. We continued to observe them until we were in al- 
most a helpless military position vis-a-vis the Communists. A year 
ago we announced that as the Communists had flagrantly violated 
that article of the armistice agreement providing for the maintenance 
of the balance of military power by bringing in arms, artillery, weap- 
ons, and hundreds of modern planes prohibited by the armistice agree- 
ment, that we could not continue to leave ourselves exposed with 
equipment which was antiquated and much of which had gone out of 
production. Mr. Shuff is better qualified to speak to this than I am 
and I invite him to supplement anything I might say. We had 
stopped manufacturing much of the equipment with which our forces 
were supplied. Our airplanes were competely outmoded. The Com- 
munists north of the demilitarized zone had modern jets. We had to 
withdraw our Air Force from Korea altogether in order to modernize 
our air forces according to the standards we maintained in the rest 
of the world. So we made a public announcement that as they had 
flagrantly violated this provision of the armistice agreement, we 
were going to take such actions as were necessary to modernize our 
own forces. This is the only provision of the armistice agreement 
which we have vitiated, and we did that only because they themselves 
had completely ignored it. 

Mr. Gary. That is why I asked the question. Of course, it is a well- 
established principle of law that if one party to a contract violates the 
contract, it is no longer binding on the other party, and I was wonder- 
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ing if we are making the mistake of observing the Korean agreement 
notwithstanding the ‘Violations of the Communists. 
Mr. RowerTson. As I stated yesterday, they violated all the impor- 
tant provisions of the armistice agreement except one, the cease-fire. 
We observed them all until their actions jeopardized the security of 
our forces. 
Formosa 


Mr. Gary. Will you tell us something about the situation in 
Formosa ? 

Mr. Rosertson. As you are probably aware, the Chinese Commu- 
nists have been constantly building up their military capabilities on 
the mainland, particularly in the area immediately across from 
Formosa. 


RUSSIAN CONTRIBUTION TO BUILDING UP RED CHINA 


Mr. Gary. If I may interrupt you right there, to what extent is 
that buildup attributable to Russian aid ? 

Mr. Rosertson. I have no way of knowing the exact figures, but 
it would be impossible without Russian aid. The Chinese Commu- 
nists are incapable of providing modern airplanes and modern equip- 
ment. As a matter of fact, according to my information the Chinese 
Communists have to rely on the Russians for approximately 95 per- 
cent of their basic strategic military materiel. 

Mr. Gary. So Russia is giving material aid to her allies in the Far 
East ? 

Mr. Roserrson. Russia provides the military forces of China with 
the overwhelming amount of their equi een The Chinese them- 
selves are able to “produce but a very small part of what they require. 
They have a 214 to 3 million man army and thousands of modern 
planes, including hundreds of jets. 


RED CHINESE BUILDUP ACROSS FROM FORMOSA 


Across from Formosa the Chinese Communists on the mainland 
have just completed 12 new airfields or renovated old airfields to 
accommodate jet planes. They have greatly increased their gun place- 
ments around Amoy in that area. As I have stated they have an army 
estimated at from 214 to 3 million men. 


TRAINING AND EQUIPPING THE NATIONAL CHINESE FORCES ON 
FORMOSA 


I state this to emphasize that the basic necessity in Formosa today, 
whatever the other needs are, is maintaining a posture of military 
strength. It is for this reason that we have devoted large sums of 
money to training and equipping the Army of the National Govern- 
ment of China. 

Off the record. 

(Discussion off the record. ) 
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FOOD PROBLEMS OF THE RED CHINESE 


Mr. Taper. Do you have any information as to whether or not the 
Chinese troops are being fed by the Russians or whether they are able 
to produce what they require 

Mr. Roserrson. No, they are not fed by the Russians, and neither 
are the Chinese able to feed adequately their own people. There is not 
enough arable land in China to feed its population of 600 million, and 
even in normal years thousands of people die of starvation. In bad 
years, when they have great floods—the food-growing country in the 
Yangtze V alley is subject to great floods—there is mass starv ation by 
the millions. Even in the worst years the Chinese Communist Govern- 
ment has continued to export food to Russia in payment for military 
supplies, to Czechoslovakia in payment for industrial material, to 
Ceylon in payment for rubber. 


TRADE WITH CHINA 


Their foreign exchange resources are very limited. Most of their 
business has to be done on a barter basis. And that is the reason, Mr. 
Taber, why all of the talk about Chinese trade and how it could bail 
out our economy in the present recession is really bunk. If we re- 
moved all trade restrictions with the Chinese Communists tomorrow, 
the resulting trade would amount to only a fraction of 1 percent of 
our total overall business. It would not be a drop in the bucket in our 
economy. The Chinese Communists have to export agricultural and 
other products, of which we have a superabundance, in payment for 
the things that they buy. Agricultural products is one of their prin- 
cipal barter items and their dollar foreign exchange reserves are so 
limited they could not engage in business with us except on a basis 
which would be minute in our overall economy. 

Also, they talk about removing restrictions on trade with China 
as if such removal would produce more business than they are now 
doing. As a matter of fact they are now using all their exchange 
bartering resources to the utmost to buy the things they need, and 
they need almost everything. When you remove restrictions you do 
not increase the amount of trade, you only change the pattern of 
the trade. They switch hapa buying the less strategic things to the 
more strategic things made available. And the reason why, in my 
opinion, it is ine redible that we ahead be willing to ship them prec ision 
machine tools, oil, high-octane gas, all of the things that they need 
so desperately to supply their military forces and build up an indus- 
trial economy to support their giant war machine is that we are thus 
relieving the Russians of a great burden. The Red C pied dlo not 
have a time schedule; they have time, and they are looking forward 
to the future when they can make themselves independent ‘of Russia 
for strategic war materials. 


RED CHINA'S DEPENDENCE UPON RUSSIA 


Our policy of making the Chinese Communists dependent upon the 
Russians for such war materials has been one of the greatest factors 
in maintaining the peace in Asia. For instance, the Chinese Reds 
cannot engage in a major war in Asia unless they get a green light 
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from Russia. And Russia has to be sure that the situation in Europe, 
in the Middle East, and in other areas where they have responsibilities 
is such that they can commit themselves to supplying China in a major 
war in Asia. In my humble opinion, the greatest factor for peace 
and the safety of the free world is to keep ‘the C hinese Communists 
economically and militarily dependent upon the Russians. To the 
extent they ‘become independent, you double their combined capacity 
for aggressions against the free world. 

We are being pressured by some of our allies to largely remove 
restrictions on trade with the Communist bloc, and it is being pub- 
licized that such removal would be a great bonanza to the economy 
of the free world. In my opinion, that view is entirely unfounded, 
not to mention the safety factor involved. 

Mr. Gary. What can you tell us about the Chiang Kai-shek forces 
in Formosa? We will take that off the record. 

(Discussion off the record.) 


POLITICAL SITUATION ON TAIWAN 


Mr. Rorertrson. I would like to go back on the record when T say 
the political situation on Taiwan is stable, that the relations between 
the Taiwanese and the mainland Chinese have been much improved. 
There are no extremes of wealth and poverty in Taiwan as in much 
of Asia. The standard of living there is very high by Asian stand- 
ards. I suppose Japan would be first and, maybe, Malaya second. 
Certainly, Formosa would be third in the standard of living for the 
masses of the people. 


STANDARD OF LIVING ON TAIWAN 


Mr. Taper. Could it be that the Chinese on the mainland know 
that the standards of living of the Taiwan folk are above their own? 

Mr. Rosertson. I do not know how well they know it, Mr. Taber, 
because, as you know, the masses of the people on the mainland have 
no radios, they are highly illiterate, cannot read, and it is hard to 
tell what gets through to them. I think that the information has 
been beamed to the mainland many times. To what extent it has 
reached the masses of the people, I do not know, but I can assure 
you the standard of living in Taiwan is infinitely higher than on the 
mainland. 

Mr. Denton. The fact we spend more money there than anywhere 
else helps that a good deal ? 

Mr. Rosertson. There are few places that have made as effective 
use of United States money. 

Mr. Denton. For the size of population, they get more money 
than anybody else. 

Mr. Roserrson. I have emphasized we support very large military 
forces there and our main emphasis is on maintaining a strong mili- 
tary posture, but the money that has been used for economic aid has 
been well spent. 

Mr. Denton. That may be true, but I say that is the reason they 
have that high standard of living, because we spend that much money 
there. 
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Mr. Roserrson. I think the reason their standard is higher is 
because they have made effective use of the money we have spent 
on economic development. 


DECREASE IN SPENDING IN TAIWAN 


Dr. Moyer points out that the amount we have been spending in 
Taiwan has been steadily going down because of the effective use 
they have made of our aid. 

Mr. Denton. This report does not show that. It shows it is 
expected to go up this year. 

Dr. Moyer. May I comment on that, Mr. Chairman ? 

Mr. Gary. Yes. 

Dr. Moyer. It is higher than 1958, which is lower than we think 
it really should have been, but, if you take the average < 1958 and the 
2 years on either side, our proposals for 1959 and 1957, it aver ages 
around $74 million. The average for the preceding 3 7 urs was about 
$98 million. So, for the last 3 years, the average aid level has been 
about $25 million less than for the previous 3 years. 

Mr. Rozerrson. If you compare with 1958, you are making the 
comparison we are talking about, because the overall program in that 
year was cut about $1 billion and we had to make corresponding cuts 
in the programs everywhere to compensate for that cut. When you 
consider that the 3 countries of Taiwan, V ietnam, and Korea receive 
approximately 75 percent of our overall aid in the Far East, it means 
that the adjustments in those countries had to be the largest made 
in dollar amounts. I am talking about the comparisons not with 1958 
but in previous years. 

Mr. Denton. Off the record. 

(Discussion off the record.) 

Mr. Gary. Let us get back to Formosa. 

Mr. Rozerrson. Where were we? We were talking about the eco- 
nomic situation in Formosa. I think I had just said they had made 
very effective use of the money devoted to economic development. 
The primary emphasis there has been on maintaining a strong military 
posture. 

Mr. Gary. Off the record. 

(Discussion off the record.) 


EDUCATION ON FORMOSA 


Mr. Rosertson. The progress in education has really been remark- 
able; 93 percent of all the children of primary-school age are now 
in school. 


RECOGNIZING THE NATIONAL GOVERNMENT OF CHINA 


I would like to make another observation. From much of what 
you read, you would infer that the United States occupied a sort of 
an isolated position in our nonrecognition of Red China. 

[ should like to say for the record that the National Government 
of China is recognized by 45 free nations of the world and that the 
Chinese Communists are recognized by only 17 nations of the free 
world. So, whatever our position is, we stand with the overwhelming 
majority of the free-world countries on this question. 
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During 1957 the Government of the Republic of China established 
diplomatic relations with five new countries, Uruguay, Paraguay, 
Jordan, Saudi Arabia, and Liberia. 


GROSS NATIONAL PRODUCT OF FREE CHINA 


I would like to give some other items of progress despite their 
heavy military burden. From 1950 through 1956 their gross national 
product increased by 66 percent. 

Mr. Taser. You mean Formosa / 

Mr. Roperrson. Yes, Formosa. Their agricultural production 
increased 32 percent. Their manufacturing output increased 132 
percent. I cite these figures to show that, despite the heavy military 
burden, they have m: ade very substantial economic progress and, to 
the extent that this progress continues, to that extent it will relieve 
the burden that is now imposed upon us. 

Whenever we speak of that burden, though, we have to think of 
it in terms of the military forces on Taiwan, what their contribution 
is to the defense of the free-world position in Asia. 


OVERSEAS ECONOMIC PROMOTION IN TAIWAN 


Mr. Gary. What is the nature of the project in Taiwan for overseas 
economic promotion ? 

Dr. Moyer. Overseas economic promotion, I do not think I would 
quite call it that. For the last 3 or 4 years, we have been helping 
the Chinese Government establish educational facilities to attract 
Chinese youth from other countries of southeast Asia to Taiwan. 
We have done this mainly by providing assistance to selected colleges 
and universities on Taiwan, as well as to these students. The object 
of this project has been to give an alternative to Chinese youth who 
might otherwise go to Communist China, and to improve the position 
of Nationalist China in other parts of southeast Asia. 

Mr. Gary. In your report of March 31, 1958, you carry an item 
“Overseas economic promotion” in which you show you have obli- 
gated $121,800. 

Dr. Moyer. Yes, I now recall what that is. 

A part of China’s problem, China on Taiwan, of course, is to es- 
tablish a larger export market. Secretary Robertson has pointed out 
some of the advances that have been made. They do have a sub- 
stantial amount—in fact quite a large amount—of sugar for export. 
Taiwan also is producing an increasing variety of industrial prod- 
ucts, small in total amount but incre: asingly significant, and other 
things such as pineapples. Actually, they have had an excess supply 
of pigs, which they exported partly to Hong Kong. 

We have helped in promoting the interchange of trade groups. 
Groups came up from Singapore, for instance, and made 2 study of 
trade potentialities. In certain other cases, the project assisted some 
journalists who came and wrote about economic development possi- 
bilities on Taiwan. 

It has been this kind of thing that we thought was in our interest 
to help China make progress. 

Mr. Gary. When was that $121.000 obligated ? 

Mr. Moyer. In 1957. 
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Mr. Gary. According to the report you have spent $8,000 of it. 

Dr. Moyer. Of course, this project is just getting underway. It 
was begun in 1957 and this report is dated March 31, 1958. So that 
it is just getting underway. I would not think it is too exceptional 
that within that period of time more would not have been spent. It 
will go ahead in the normal fashion. 

Mr. Gary. Does any of this money support propaganda efforts of 
free China ? 

Dr. Moyer. I do not know how you would define propaganda. It 
certainly supports an effort to make known throughout: southeast 
Asia the economic developments on Taiwan and the kind of things 
they have for export. I would call it information. I would not call 
it propaganda. 


SMALL INDUSTRY FUND PROJECT ON TAIWAN 


Mr. Gary. What is the nature of the small industry fund project 
on Taiwan ¢ 

Dr. Moyer. That is one we are very much interested in. The eco- 
nomic development of Taiwan is proceeding along several major lines. 
One of them, of course, is the development of old industries, such as 
sugar; and then, Chinese from the mainland brought a lot of their 
textile equipment and they built up, largely with their own funds, a 
considerable textile production, also cement, et cetera, some of these 
larger items. 

There also has been money available for local investment. Part of 
that money resulted from the land-to-the-tiller program, where a kind 
of land reform was carried out and people who formerly had invested 
their money in land now have money to invest in other enterprises. 

We w anted to encourage small industries as much as possible. My 
recollection is that this is a fund from which loans amounting to a 
maximum of $50,000 or $100,000 are made to local individuals and 
small private enterprises. This is a fund set up to help those who 
are investing in small industries of this kind on a private basis. 

Mr. Gary. You have obligated $6,772,000 for that project. When 
was that obligation made ¢ 

Dr. Moyer. It was obligated over 4 different years. I think the 
first obligation—I would like an opportunity to correct this—was for 
$1,500,000 and I believe this would have been in 1955. 

Mr. Gary. You can supply that. 

(The information follows :) 


Small industry fund—Obligations by fiscal year 


Fiscal year: Amount obligated 
1955 a ir : = ae a eM 
1956 


§icgaieAinkagcakogeisistaniaalaltiad iceialibcnai aan 1, 565, 000 


a i! Sat ante 5 Sind cecnalite tease lead es cetiden Re ae aie 1, 200, 000 
1958... bles aoe le Fal ‘nies tina Recabonnstihs qustnibiinaibgtmebitaseminees Ae 
Total Re Ro een! 2 Sa oe nee el oe 6, 772, 000 


Dr. Moyer. The rest of it was obligated subsequently. Disburse- 
ments out of this total account thus far 

Mr. Gary. The record shows that none of the first $1.5 million 
has been spent. 
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Mr. Mureny. On December 31 the report shows $191,000 dis- 
bursed out of the $1.5 million. 

Mr. Gary. March 31 shows nothing. You spent it between March 
and 

Mr. Murrny. We could not have spent more 3 months earlier 
than we did then. 

Mr. Gary. This is March 31, 1958. 

Mr. Murprny. It is later than this and if it shows zero it is in 
error. 

Mr. Gary. Put the information in the record. Apparently you 
have spent $4,598,000 of that fund all told as of March 31, 1958. 

Dr. Moyer. I know a substantial amount has been spent. 

Mr. Gary. Please show when the obligations were made and what 
the latest expenditures of the fund are. That fund is fairly current? 

Dr. Moyer. That is my understanding. Certainly it is an active 
fund. 

Mr. Gary. Yes, you have been obligating at different times and 
spending at different times. Just show when the obligations were 
made and the amounts obligated at various times and what the ex- 
penditures are to date or to the latest date for which they are 
available. 

Dr. Moyer. We can do that quite readily. 

(The information referred to follows :) 





Small industry fund— Obligations and expenditures by fiscal year 


{In thousands] 











Total ex- 
Fiscal year in*which obligated Amount ob- | penditures | Unexpended 
ligated asof Mar. | balance 
31, 1958 

ae gs cect eee $2, 507 $2, 507 | 0 
i itinthttiia nn deita dc baked atu das owe eae Redd mtn cnekaneld 1, 565 1, 402 | $163 
a i ee ee 1, 200 689 | 511 
Stele ict a See aad wae eae se bce cea 1, 500 | 0 | 1, 500 
— ga a a BR ig its Lacs en meee 2s 6, 772 4, 598 2,174 


INDOCHINA 


Mr. Gary. Mr. Robertson, will you tell us something about the situ- 
ation in Indochina ? 

Mr. Ropertson. We discussed Laos to some extent. 

Mr. Gary. Leave out Laos. 

Mr. Ropertson. You asked yesterday about Vietnam. 


POLITICAL AND MILITARY SITUATION IN VIETNAM 


Mr. Gary. I want to know now primarily about the general political 
situation there, not so much the individual items of aid, which have 
already been discussed. What is the general situation there from a 
political and military standpoint ? 

Mr. Rosertrson. As you know, one of our large programs is in Viet- 
nam. What has happened in Vietnam is a near miracle. When Presi- 
dent Diem came to power in 1954 he faced almost a hopeless situation. 
He had to overcome the opposition of the army, of three sects which 
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were supported by armies of their own, and the infiltrations and sub- 
versions of the Vietminh. 

In 1955 and 1956 he abolished the monarchy with a referendum, held 
elections for a general assembly and promulgated a republican con- 
stitution. He is now firmly in the saddle but he is still confronted by 
major problems. 

He has had to institute firm measures of control which have caused 
some criticism internationally and externally. These measures were 
largely justified by the continued threat of the Vietminh and also 
by the fact that his countrymen are approximately 80 percent illit- 
erate and they require strong leadership. He has achieved what 
he has achieved only by the exercise of the strongest qualities of 
leadership. 

Today there is a rather serious infiltration in the southern part of 
free Vietnam. Assassinations there have averaged some 25 per month 
for the past 6 months. These have been largely Government officials 
at the district and village level. 

I would say on balance, however, that President Diem is still firmly 
in the saddle, is making a strenuous effort to overcome his difficulties 
and is making good progress in doing so. 


(CAMBODIA 


Cambodia, is the third country of Indochina, which we have not 
discussed. Cambodia, as you know, is a neutral country. I think I 
should say this off the record. 

( Discussion off the record. ) 

Mr. Gary. Mr. Robertson, at the time the French withdrew from 
Indochina and we were forced to take over there, part of the country 
was in the hands of the Communists and part in the hands of those who 
sympathized with the free world. We feared at that time that the 
Communists might take over the entire country. How does our situ- 
ation now compare with the situation at that time? 

Mr. Rogerrson. I think that the Cambodians are passionately de- 
voted to their independence, that they have become aware of the Com- 
munist threat to their independence, and that they will exert every 
effort to maintain the independence of their country, and to combat 
any elements that threaten them. 

Mr. ALexaNper. Would you yield at that point? 

Mr. Gary. Yes. 

COMMUNIST AID TO CAMBODIA 


Mr. Avexanper. Mr. Secretary, what is the situation with regard to 
Cambodia, particularly with reference to the acceptance of Commu- 
nist aid? 

Mr. Rosertson. Dr. Moyer has the figures on the aid which Cam- 
bodia has accepted. 

They have accepted Communist aid from the Chinese Communists. 
Mr. Moyer will give you this information. 

Dr. Moyer. There have been acceptances from at least three differ- 
ent countries. The largest amount has been from Communist China, 
and Communist China is giving it as a grant. I would like to em- 
phasize that because the chairman asked yesterday of any instance 
where the Soviet bloc had actually given anything. This Communist 
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promise of aid has been about $2214 million, as a grant. Of that they 
have already supplied about $54 million worth of commodities. 
A substantial part of the total is to be in commodity aid, but they are 
giving it to the Cambodian Government to use completely as they may 
see fit. They are not exercising any controls over the use of the local 
currency that the commodities gener ate. 

They are now in the process sof giving another portion of the com- 
modity aid and the rest of it, at least by my understanding, is to go 
for four different industrial plants. The plants to be constructed are: 
one for textiles, another for cement and, I believe, possibly a glass and 
a sugar plant. There are four different industr ial plants in the $2214 
million fr ‘om Communist China. 

In addition to that, Soviet Russia also—this is in an agreement and 
in fact I have excerpts from the agreement right here—is going to 
provide a big hospital. It is spoken of as a 500-bed hospital. They 
have not begun to deliver but they are negotiating on it. They intend 
to build and help staff it. That means they have to almost completely 
staff it because Cambodia does not have anything like enough doctors 
and nurses to fill a hospital. 

Then there are smaller items of technical assistance. Czechoslo- 
vakia, for instance, has promised technical assistance aid. 


CAMBODIA AND THE MUTUAL DEFENSE ASSISTANCE AGREEMENT 


Mr. Atexanper. With that in mind, what does the mutual defense 
assistance agreement mean to us, which I believe Cambodia signed 
with the United States in 1955? How effective is that now with the 
situation such as you have described ? 

Mr. Rosertson. I am sorry; I did not hear that. 

Mr. Arexanper. As I understand we signed a mutual assistance 
agreement with Cambodia in 1955. What effect would that have on 
the fact that Cambodia is presently accepting grants and assistance 
and aid from Communist China and also Communist Russia? What 
effect would that have ? 

Mr. Rosertson. I do not know of any mutual assistance agreement 
with Cambodia. 

Mr. ALexanper. It is in the book here on page 23. 

Mr. Rosertrson. You are not talking about military agreements? 

Mr. Arexanper. Mutual defense assistance agreement with the 
United States in 1955. 

Mr. Rosertson. I am frank to say that I did not know we had a 
mutual defense treaty with Cambodia. I do not think we have. 

Mr. Arexanver. Look at page 23 of the green book and you will 
find the statement there that we have. 

Mr. Roserrson. It is not a mutual defense treaty. 

Mr. Atexanper. What kind of an agreement is that, then? 

Mr. Rosertson. I think Mr. Shuff may know. A MAAG agree- 
ment is nota mutual defense treaty. It sets forth the conditions upon 
which we will give military aid, which we call mutual defense. What 
you are referring to is a regular MAAG agreement. I refer the 
question to Mr. Shuff. 

Mr. Suvrr. I know that we have an agreement whereby we have a 
MAAG in the country. 
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Mr. Rosertson. I think we can 

Mr. Atexanper. Would you check and put in the record what the 
situation is, why this is in the book, if it is a mistake? 

Mr. Roperrson. It is not a mistake. In every country where we 
have a MAAG we have an agreement with that country and, as I say, 
I would refer the question to Mr. Shuff, to answer, because it is in 
his area of responsibility. It is true of Cambodia and of every other 
country where we have a MAAG we have a mutual-assistance agree- 

ment. 

I thought you were referring to a mutual-defense treaty with Cam- 
bodia, which we do not have. 

Mr. AvexaNnper. I am not sure. I would think that a mutual- 
defense-assistance agreement would be about what it says. 

Mr. Suvrr. With these various recipient countries under the mili- 
tary assistance program, Mr. Alexander, we have a bilateral agree- 
ment that sets out the conditions under which military assistance will 
be given. That is what that is. 

Mr. Ropertson. It is not a treaty. 

Mr. Suvrr. It is not a treaty similar to those that encompass our 
collective defense arrangements. 

Mr. Avexanver. In other wor ds, they are not agreeing to assist us 
or come to our aid if we are attacked, nor are they bound to come to the 
aid of the free world should it be attacked in that area. They are not 
saying that “We will turn to your aid;” is that what you mean? 

Mr. Rosertrson. That is exactly what I mean. 

There is no obligation 

Mr. Arexanper. That statement, it seems to me, is very misleading. 

Mr. Roserrson. I think it is. When you asked me the question T 
really did not know what you were talking about. I can say to you 
that we have no mutual-defense treaty with Cambodia. When’ we 
have a mutual-defense treaty, it means that if we are attacked any- 
where they will come to our assistance. If they are attacked, we will 
go to their assistance. This MAAG agreement is not one requiring 
ratification by the Senate. It is not that kind of a document. In 
giving military aid we require that they use it for the defense of their 
country. In this sense it is mutual assistance in that as their country 
is prevented from being taken over by the Communists it is assistance 
to the free world. 

Mr. ALexanper. Let me ask Mr. Shuff, does not a mutual defense 
assistance agreement indicate to you that it is a mutual agreement 
in which one would assist the other if situations arose w hereby they 
would need the assistance of each other, if either one was attacked? 

Mr. Suurr. I would say that the name here rapes that, Mr. Alex- 
ander. However, it is a condition under which, by law, it requires a 
bilateral agreement with those countries to whom we supply aid. 
It sets forth the general provisions under which we give aid. 

Mr. AtexAnper. Why 1s it that some of the countries sign the agree- 
ments and some of them do not that we are assisting ? 

Mr. Suvrr. That is not something that I feel capable of answering. 
The State Department negotiates all bilateral agreements. I must 
defer to Mr. Robertson. 

Mr. Gary. Will the gentleman yield? 
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That appears to be the only country where that statement is made. 
Does it mean that you have a different agreement in that country from 
all of the rest of the countries? 

Mr. Rozertson. No, sir. I am sorry this is getting confused. It 
ought not to be. I think the act that Congress passed authorizing 
military aid to countries is called the Mutual Defense Assistance Act 
and there are many countries to which we are giving military aid that 
we do not have mutual defense treaties with. The MAAG Agree- 
ment is not in any sense a mutual defense treaty. It only sets forth 
the conditions on which we give aid. 

Mr. Gary. Do you not have those agreements with every country ? 

Mr. Rozerrson. Wherever we have a MAAG, a military advisory 
group, we have these agreements. 

Mr. Gary. Why should they set it out here and not in the justifica- 


tions pertaining to the other countries ? 


Mr. Roserrson. I can assure you that I am the least qualified to 
answer that. I donot know. 

Mr. Gary. That is the thing that confuses us. 

Mr. Rozerrson. I can well understand why you would be confused. 


GENERAL, PROVISIONS RELATING TO MUTUAL DEFENSE ASSISTANCE 


Here are the conditions of eligibility for assistance. These I am 
reading now are from the Mutual Security Act of 1954, as amended, 
title I, chapter 4, section 142: 


(a) No assistance shall be furnished to any nation under this title unless 
such nation shall have agreed to— 

(1) Join in promoting international understanding and good will, and main- 
taining world peace; 

(2) take such action as may be mutually agreed upon to eliminate causes of 
international tension ; 

(3) fulfill the military obligations, if any, which it has assumed under 
mulilateral or bilateral agreement or treaties to which the United States is a 
party ; 

(4) make, consistent with its political and economic stability, the full con- 
tribution permitted by its manpower, resources, facilities, and general eco- 
nomic conditions to the development and maintenance of its own defensive 
strength and the defensive strength of the free world; 

(5) take all reasonable measures which may be needed to develop its de- 
fense capacities ; 

(6) take appropriate steps to insure the effective utilization of the assistance 
furnished under this title in furtherance of the policies and purposes of this 
title ; 

(7) impose appropriate restrictions against transfer of title to or possession 
of any equipment and materials, information, or services furnished under 
chapter 1 of this title, without the consent of the President ; 

(8) maintain the security of any article, service, or information furnished 
under chapter 1 of this title; 

(9) furnish equipment and materials, services, or other assistance consistent 
with the Charter of the United Nations, to the United States, or to and among 
other nations to further the policies and purposes of chapter 1 of this title; 

(10) permit continuous observation and review by United States repre- 
sentatives of programs of assistance authorized under this title, including the 
utilization of any such assistance and provide the United States with full and 
complete information with respect to these matters, as the President may require. 

(b) In cases where any commodity is to be furnished on a grant basis under 
chapter 3 of title I of this act under arrangements which will result in the 
accrual of proceeds to the recipient nation from the import or sale thereof, such 
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assistance shall not be furnished unless the recipient nation shall have agreed 
to establish a Special Account, and 

(i) deposit in the Special Account, under such terms and conditions as 
may be agreed upon, currency of the recipient nation in amounts equal 
to such proceeds ; 

(ii) make available to the United States such portion of the Special Ac- 
count aS may be determined by the President to be necessary for the re- 
quirements of the United States: Provided, That such portion shall not 
be less than 10 per centum in the case of any country to which such mini- 
mum requirement has been applicable under any Act repealed by this Act; 
and 

(iii) utilize the remainder of the Special Account for programs agreed 
to by the United States to carry out the purposes for which new funds 
authorized by this Act would themselves be available. 

Any unecumbered balances of funds which remain in the Account upon termi- 
nation of assistance to such nation under this Act shail be disposed of for 
such purposes as may, subject to approval by the Act or joint resolution of the 
Congress, be agreed to between such country and the Government of the United 
States. 

Mr. Rozerrson. I want to emphasize that this is in no sense what 
we call a bilateral mutual defense treaty. 


CONDITIONS ON RECIPIENT TO RECEIVE AID 


Mr. Gary. I can understand. You have agreements with every 
country that receives aid and that is proper. You would not give 
them aid without—— 

Mr. Rosertrson. Conditions upon which they must use it. 

Mr. Gary. And without their agreeing to those conditions. 

Mr. Roserrson. As I understand it, these are the restrictions im- 
posed upon us by the Congress. 

Mr. Gary. That is done with each country and the fact that this 
is set out in the reports, which have been presented to the committee, 
in the case of Cambodia does not mean that Cambodia is on a different 
basis from any other country ¢ 

Mr. Ropserrson. It does not and it was misleading. When the 
question was asked, I did not know what the Congressman was re- 
ferring to. 

Dr. Moyer. May I add to that? Most of these statements have 
something similar—Korea, on page 73, for example. Why that was 
added, I do not know, but it was put in. In the third paragraph in 
the Korean statement, the second sentence, it says Korea has signed 
a mutual defense assistance agreement. 

For the Philippines, on page 103, first paragraph, in the last sen- 
tence it says the Philippine Government also has signed a mutual 
defense assistance agreement. 

Mr. Atexanper. You do have agreements with those countries; 
do you not? ; 

Mr. Rozerrson. We have a mutual defense treaty with Korea. 

Mr. Atexanper. That is correct. And also with the Philippines. 

Mr. Roserrson. We have one with the Philippines and a security 
treaty with Japan. 

Mr. Atexanper. That is not what you are talking about here? 

Mr. Ronerrson. That is not what I am talking about here. Where 


We give military aid, it is covered by a MAAG agreement. 
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Mr. Atexanper. Mr. Secretary, do you feel that Cambodia is play- 
ing us against the Communists and the Communists against us to ob- 
tain more assistance ¢ 

Mr. Ropertson. May I answer that off the record ? 

Mr. Atexanver. Certainly. 

(Discussion off the record. ) 


UNLIQUIDATED BALANCE FOR THAILAND 


Mr. Gary. What is the unliquidated balance on June 30, 1957, of 
economic assistance programs for Thailand ? 

Mr. Murruy. $35,065,000. 

Mr. Gary. What is the estimate for obligations in fiscal year 1958? 

Mr. Murpny. $24 million. 

Mr. Gary. What is the total available in fiscal year 1958 for ex- 
penditures ? 

Mr. Mureny. $77,065,000. 

Mr. Gary. What is the estimate for expenditures in fiscal year 
1958 ? 

Mr. Mureny. $30,914,000. 

Mr. Gary. At that rate of expenditure, how long will funds avail- 
able in 1958 sustain the program ? 

Mr. Mureny. Approximately 21% years, including fiscal year 1958, 
which has 17 days to run. 

Eoypr 


ECONOMIC ASSISTANCE PROGRAM 


Mr. Gary. I wonder if we might return to Egypt just for 1 or 
2 questions. It is a little out of context but there is a matter that I 
want to clear up. 

There is still a question in my mind about the economic assistance 
program for Egypt. 

In the budget Seok for the Near East and south Asian region on 
page 53, I find the following information: Total obligations through 
fiscal year 1957, $16,678,000; total expenditures through 1957, $39,- 
229,000; estimated expenditures for fiscal year 1958, $9,363,000; un- 
liquidated balance on June 30, 1958, $13,086,000. 

Does that actually mean that we are continuing to spend money for 
economic aid to Egypt in spite of Nasser’s actions? 

Mr. Morrny. The simple answer is “yes.” We expect to spend 
$9,363,000 this fiscal year. As a practical matter, however, the com- 
plete answer, Mr. Chairman, is that the bulk of the $13 million of 
unliquidated obligations on June 30, 1958, is related to projects in a 
state of suspense, on which there is no activity going forward. 

As previous testimony indicated, those obligations are kept alive 
ugainst the possibility that it might be in the United States interest 
to resume activities in Egypt on these projects. 

Mr. Gary. Why are we spending the $9 million ? 

Mr. Murreny. The $9 million, sir, represents obligations which have 
proceeded so far in the implementation stage that you just could not 
avoid paying out the money. Orders have been placed for goods 
being delivered, the orders having been placed in prior years for the 
equipment or supplies involved. We had no alternative but to pay 


the bills. 
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Mr. Gary. Could you not have delivered them to some other country 
instead of building up E igypt for Russia ? 

Mr. Rosertson. Mr. Chairman, may I make a comment there? 

Mr. Gary. Yes. 

Mr. Rosertson. I think that your question involves political con- 
siderations and ICA does not attempt to pass on these political con- 
siderations. I suggest that you ask the bureau in charge of Egypt 
the question rather than Mr. Murphy. 

Mr. Wiacreswortnu. Is that $9 million for 1958 or 1959 ? 

Mr. Gary. 1958. 

Mr. Murreny. Mr. Rountree has already directed himself to that 
question. The question, as I recall him saying it, is: “Is it in the 
United States interest to unilaterally obligate the obligations which 
the United States undertook with Egypt, or is it in the United States 
interest to keep these obligations open against the possibility of a 
resumption of assistance ?” 

Mr. Gary. As I understand it, you have $13,086,000 in sequence ? 

Mr. Murreny. That is correct. 

Mr. Gary. Then there is no reason why we cannot use that money 
for other purposes and, if we resume relations with Egypt, then re- 
appropriate, or appropr: iate whatever is necessary ¢ 

Mr. Murruy. There is a reason, Mr. Gary. The reason is the po- 
litical reason which Secretary Robertson referred to. In order to 
take the money and use it for any other purpose other than for what 
it is now earmarked, we would have to either seek the agreement of 
the Egyptian Government to deobligate the money, or do it unilat- 
erally. As a political matter, it has been determined not in the 
interest of the United States to take either of those courses at this 
time. Until this situation changes and until the money is used for 
the purpose for which it was obligated, or until it is, in fact, deobli- 
gated, I consider that we are in no position to use the $13 million for 
anything other than what it is now obligated for. 

Mr. Gary. It might be wise, politically, to deobligate it and let 
Egypt know that we are displeased with their behavior. 

Mr. Murrenuy. That is a political consideration, and it has not been 
determined wise to date. That is all that I can say to that. 

Mr. Roserrson. Off the record. 

(Discussion off the record. ) 


LOANS AND GRANTS IN THE FAR EAST 


Mr. Denron. There has been a good deal of talk about making loans. 
It seems to me that, where you have countries like Formosa and Korea 
and Vietnam and Cambodia, and those people that cannot support 
their own economies, they are not in much of a position to pay back a 
loan. What about a grant? What do you think about that? 

Mr. Rosertrson. I am not sure that I understand your question. 

Mr. Denon. There is a lot of talk about making loans to countries. 
That is something that, I am sure, you know a lot more about than 
I do, but I would think, if a country was not able to support its own 
economy because of the size of its army, so that we had to support their 
economy, as we do in Korea, Formosa, Cambodia, and Vietnam, that 
those nations should not be made a loan. That should be made a 
grant, if you want to develop there. 
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Mr. Ropertson. What we do is this, Mr. Congressman: Defense 
support, which is the economic aid we give to governments to keep 
their economic situation from deterior ating because of military forces 
beyond their capacity to support, is grant ‘aid. Economic aid, which 
has been transferred to the Dev elopment Loan Fund, represents proj- 
ects designed to bring about advances in the economy—to make the 
economy more viable than it is at present. 

Mr. Denvon. If you are going to build a harbor, road, or a water 
supply, or something like that, you would spend that money out of 
defense support, and not loans in those countries; would you not? 

Mr. Rozertson. We include in defense-support funds economic aid 
which is regarded as necessary to support military forces without 
economic deterioration. 

Mr. Denton. What I am trying to get at—in those cases, you would 
make a grant direct ? 

Mr. Ropertson. They are grants. 

Mr. Denton. There is no question of loans in those countries ? 

Mr. Rosertson. No. 

Mr. Denton. In this area that I was looking at, maybe in Japan, 
you could make a Joan and, possibly, if Indonesia got its troubles 
straightened out, you could make a loan. I do not know anywhere 
else where a loan would be advisable. Do you see any others? 

Mr. Roserrson. I think establishment of the Development Loan 
Fund, the whole concept of it, was in response, as I understand it, to 
congressional pressure. ‘The theory is that, even though some of these 
countries might not be able to make payments now, they might be able 
to do so sometime in the f uture, and there might be substantial recovery 
to the United States from these loans. 

Let me illustrate. Let us take a country like Korea, for example. 
If we required that Korea borrow the money for its economic activities, 
I think we would have to lend them the money to pay the interest. 

Mr. Denton. That would be silly. 

Mr. Rosertson. I agree; it would not make economic sense to do 
that. 

Mr. Denon. I think that you used much better judgment than that. 

Mr. Gary. Would the gentleman yield? 

Mr. Denton. Yes. 


LOCAL-CURRENCY ACCUMULATIONS 


Mr. Gary. I think the situation is that the Congress had the thought 
that, if we could lend some of this money and get back money in retur n, 
it would be a good idea, but the great diffic ulty about this loan fund, 
as I see it, is that they are making loans that are payable in local cur- 
rencies, and we are accumulating these local currencies all over the 
world. We have so much of it that it is running out of ourears. Ido 
not know what we are going to do with this local currency. I can see 
some complications that might arise from our owning too much local 
currency in a particular country. 

Mr. Rozertson. As a matter of fact, Mr. Chairman, this is a com- 
plicated problem. As you know, it is under study now. 

Mr. Gary. That is one of the ‘problems that the Fairless report re- 
ferred to. It recommended against the accumulation of these funds. 


a 
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DEVELOPMENT LOAN FUNDS 


Mr. Rosertson. To come back to your question, Mr. Denton, coun- 
tries cannot qualify for development loan funds if they can get normal 
accommodation through the International Bank or the Export- -Import 
Bank. These development loan funds are for substandard loans in 
terms of ability to make payments. I think the idea is, to go back to 
what I said a while ago, that although they might start out as soft 
loans there might be substantial recovery from them in the future. 

If the situation changes so these countries could make payments 
there would be a recovery for the United States Treasury. 

Mr. Denton. You would agree with me that the best way to make 
a friend an enemy is to make a soft loan to him? 

Mr. Rosertson. May I go off the record? 

Mr. Denton. Yes. 

(Discussion off the record. ) 

Mr. Denton. We have not found a country where you can make 
one of these soft loans, except India ? 

Mr. Roperrson. I think India is good credit. 

Mr. Wiceiesworrn. Are we not confronted, as a practical matter, 
by the fact that it is at times desirable and in our own interests, to 
put economic assistance into this country or that country and this new 
Development Loan Fund has been adopted in lieu of the old defense- 
support program, which was outright gr ants all along the line with no 
chance of getting anything back ? 

Mr. Ronerrson. Yes, Mr. C ongressman. 

I want to emphasize that I think the Development Loan Fund is 
absolutely essential to the continuance of the operation of these pro- 
grams because we are putting on a loan basis aid which is essential 
to the programs which used to be on a grant basis on the theory just 
described; in the future if these countries could pay, we would be 
entitled to that reimbursement. 

The Development Loan Fund is a vital part of the mutual security 
program. Without it—for instance, take Korea—there was a big 
cut in the economic aid to Korea on the theory that they would get 
additional assistance under this Development Loan Fund. 

Perhaps I had better go off the record. 

(Discussion off the record. ) 

Mr. Suvrr. This is not the business of the military assistance pro- 
gram. The military assistance program does come in for some benefit 
and I think maybe ant taxpayers come in for some benefit in a portion 
of this discussion. I do not think that you can generalize about these 
development loans being repaid in local currencies because, in one 
situation they have the kind of effect that the Secretary and Mr. 
Denton referred to, and in other situations they have a somewhat 
different effect. Hopefully we in the military assistance program are 
looking for the return in local currency from some of these countries 
that have an industrial capability to use this money to be put back 
into their industrial economy to produce things that we can then 
supply to that part of the world. Hopefully, in that way we will 
be able to reduce the overall requirement of this program so that 
there are some benefits to be derived in specific cases. I do not want 
to make this as a general statement though. 
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FOREIGN EXCHANGE PROBLEM 


Mr. Gary. I think that is unquestionably true. On the other hand, 
there are problems incident to it. 

Mr. Denton. As the Secretary stated, many times this is very largely 
a foreign-exchange problem. 

What you need is foreign exchange in this case, do you not / 

Mr. Mureny. May I interject here # 

Mr. Suurr. Not always, Mr. Denton. 

Mr. Murrny. This can be on or off the record. 

If the situation that Mr. Shuff visualizes develops, and it could very 
easily in Japan, it would be possible for the military assistance appro- 
priations to purchase the yen from the Development Loan Fund and 
thereby convert the Development Loan Fund assets into dollars 
which could then be reloaned and we would then have the effect of 
reducing the need for dollar appropriations for the Development Loan 
Fund. 


COMPENSATING DISCHARGED SOLDIERS IN FORMOSA 


Mr. Denton. In Formosa these soldiers came over from the main- 
land and what policy did they use when they discharged them’ What 
do they do when they discharge these people? Do they absorb them 
in their economy or take care of them in any way ? 

Mr. Suurr. In the early days when they were starting to get more 
overage-in-grade soldiers, they had a considerable amount of diffi- 
culty, but of late, within the last 2 years, they have been absorbing 
them into the economy. 

Mr. Denton. Dothey give them any pension of any kind? 

Mr. Suurr. I do not know. 

Mr. Rosertson. I think that they give them a very small one. 

Mr. Denton. How much of a pension does a discharged soldier 
get? 

Mr. Rosertson. I do not know. 

However, the pay is very low. What payments are made, I do not 
know, but I am sure that Mr. Shuff will be delighted to get it for the 
record. 

Dr. Moyer. May I add something to that ? 

Mr. Denton. They have to serve a certain number of years? 

Mr. Suvrr. May I read what I have for backup material ? 

Mr. Denton. Yes. 

Mr. Suurr (reading) : 

Retirement of ineffectives: The presence of a large and steadily increasing 
number of combat ineffectives on military rolls has constituted a major problem 
which is compounded by the difficulties of placing these men in the economy and 
characterized by underemployment. 

Perhaps it would be more helpful to have this for the record in its 
entirety, or would you like for me to read it? 

Mr. Denton. I just want to know if they are pensioning them and 
how long they have to serve to get their pension and what it amounts 
to. 

Mr. Suvrr. This piece of paper does not specifically answer that 
question. I will endeavor to get it for the record. 

Mr. Denvon. Would you please let me see it when you get it? 

Mr. Suvurr. Yes. 
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How much they get and how long they have to serve to get it? 

Mr. Denton. That is right. I assume that is paid for by ‘the Chi- 
nese Government, but we c ontr ibute to it? 

Mr. Roserrson. It is paid by the Chinese Government. 

(The following information was subsequently supplied :) 

The information requested is not presently available in Washington. A cable 
has been dispatched to the ICA mission in Taipei requesting it to furnish the 


necessary information which will be provided to the committee as soon as it is 
received. 


NATIONS RECEIVING AID FROM THE UNITED STATES AND RUSSIA 


Mr. Denron. There was a statement lying on the table here. It 
was the result of an investigation by Congressmen Wayne Hays and 
Barratt O’Hara and Mrs. Church. They made an investigation of 
the Near East and Africa, and in that statement their first recom- 
mendation was that we should not give aid to countries that are play- 
ing the United States off against Russia, that where Russia was giving 
aid too, we should not give aid to those countries. Would you approve 
of that recommendation / 

Mr. Roserrson. I think the things which must be done do not 
change our basic objective. I do not think we can be technical about 
the things we must do to keep these countries in the free world. If 
our program is necessary to keep them in the free world, we should 
continue it. 

Mr. Denron. Regardless of whether or not they are playing us off 
against the Communists ? 

Mr. Rozerrson. I do not know to what extent they are doing that, 
nor can I pass on it. I would like to go off the record again. 

Mr. Denon. Before you go off the record, I notice in this book it is 
pointed out that the C ommunists ave giving help to Burma and Cam- 


bodia. 

Mr. Ropertson. Yes. 

Mr. Denton. And I think indirectly it infers we should do it be- 
cause if we do not the Communists will. 

Mr. Rosertson. I think our program is absolutely essential. | 
state that unequivocally. 

Mr. Denton. You would say that recommendation should not 
apply in those two countries ? 

Mr. Rozerrson. To apply that recommendation in those two coun- 
tries, in my opinion, would be almost catastrophic. 


RUSSIAN AID TO RED CHINA AND BURMA 


Mr. Denron. I notice you said China was paying Russia for the 
military supplies she gets from Russia. How frequent is that where 
Russia is being paid for these t hings ¢ 

Mr. Roserrson. In the case of China, China pays for aid mostly 
with food products. In the case of Burma, Russia gets paid in rice 
for what she sends to Burma. Seventy percent of Burma’s foreign 
exchange comes from rice and when anything happens to the rice 
crop, Burma is in a bad economic situation. The year Burma made 
this barter agreement with Russia, they tried to buy certain things 
from us, but the only medium of exchange they had was rice, and 
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Burma is a country that does not accept grant aid from Russia, from 
us, or anyone else. 

Mr. Denton. Burma does not? 

Mr. Ropvertrson. Burma does not. In the year when Burma wanted 
to buy from us and offered us rice in pi tyment, we had a large surplus 
of rice of our own which we were trying to get rid of. 

Mr. Denton. Does not this record show Burma is receiv ing quite 
a bit of grant aid from us? 

Mr. Rosertrson. No. 

Mr. Denton. My book is wrong, then. 

Mr. Roserrson. It is not gr ant. 

Mr. Forp. Off the record. 

( Discussion off the record.) 

Mr. Denton. Where does it say it is a loan ¢ 

Mr. Roserrson. In the text. 

Mr. Denvon. I do not see it. 

Miss Gransy. Page 18 at the top of the page. 

(Discussion off the record. ) 

Mr. Rosertson. It is on a soft loan basis. Burma does not accept 
grant aid from any country. 

To continue with this, the year before Burma made this barter 
agreement with the Soviet bloc, she tried to make a deal with us. The 
only thing she had to offer in ‘payment was rice. We had a surplus 
of rice ourselves. So Burma was forced to make these barter agree- 
ments with the Soviet bloc because she needed to import and Russia 
needed the rice. Burma made a deal with Russia for 400,000 tons of 
rice a year for 4 years. The amount has since been adjusted. 

Off the record. 

(Discussion off the record.) 


VIEWS ON DEMOCRACIES AND DICTATORSHIPS 


Mr. Denton. After Vice President Nixon came back from Latin 
America, he announced that our policy in Latin America toward 
dictators should be proper, but toward democracies should be friendly, 
and I heard Mr. Allen the next day make that same statement on 
television. How do you think that applies to the Far East? 

Mr. Roserrson. I think we dunks support the non-Communist 
countries in the Far East which are making efforts to keep their 
countries on the side of the free world rather than abandon them to 
the Communist world. I do not think it is possible, in the Far East, 
particularly, for us to apply the same standards of democracy that 
we demand and insist upon for ourselves. 

In some of these countries, the overwhelming majority of the people 
are illiterate’; they cannot re sad or write; they know nothing about gov- 
ernment; they are concerned mostly about being able to keep body 
and soul together. Survival is a primary objective, and it would be 
unrealistic for us to expect, under such conditions, to set up a truly 
democratic form of government. Of course, the masses would be sub- 
ject to exploitation by those seeking their votes, and in some countries 
that I shall not specify a real problem has already been created. 

Here, where we have a highly literate elector: ie we cannot con- 
ceive of any other kind of government for us. I do not think it is 
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‘ealistic, however, to think we can apply our standards of democracy 
to the countries where conditions are entirely different. The develop- 
ment of a truly democratic form of government in many parts of the 
world must be a process of evolution, and not something which can be 
accomplished overnight. 


IMPROVING OUR PROGRAMS IN THE FAR EAST 


Mr. Denton. Are you satisfied with the way the program is going 
in the Far East, and do you have any suggestions that might be helpful 
to the committee ¢ 

Mr. Rosertson. Mr. Denton, I am not satisfied with the way the pro- 
gram is going, but I am very gratified that it goes as well as it does. 
There is no kind of program that has to be implemented by people 
under the difficulties and conditions of this operation where you can 
expect to obtain a completely satisfying result. I say, however, that 
we do have a gratifying program. The program is accomplishing its 
basic objective. We have maintained a de facto peace for 4 years. 
The Communists have been effectively stopped in their overt aggres- 
sions. A basic objective of this program 1s to maintain peace in the 
world and help free countries retain their independence. 

Mr. Denton. Have you detected any improvement that has been 
made ? 

Mr. Rosertson. I think any suggestions that can be made that would 
improve administrative procedures would be helpful, but you do not 
stop fighting a fire just because you spring a leak in the hose. You 
plug the leak. I am not competent to say how administrative proce- 
dures can be improved, because that is beyond my area of responsi- 
bility, but I do know one of the problems of any program of this magni- 
tude is to recruit the personnel you need to carry it out. 

Off the record. 

(Discussion off the record.) 

Mr. Denton. Dr. Moyer, is there anything you want to say about 
that question I asked the Secretary ? 

Dr. Moyer. I certainly subscribe to what the Secretary said. I 
would just like to add this: That I appreciate that the Secretary feels 
gratified; I do, also, but I am in a different position because I have 
more direct responsibility. I would like to say that, in the time I 
have been with these programs, we have consistently and systematically 
tried to improve them. With regard to personnel, for instance, I have 
made it a particular responsibility of mine to try to get the right mis- 
sion directors. It is not easy, yet I am pleased with the men ‘who are 
directing our programs now, and I believe the State Department peo- 
ple in touch with them, generally, feel the same way. 

Another thing, we have tried to tighten up on the programs. I can 
be put into difficulty trying to answer a question about some obscure 
project, and there probably are some screwball projects still in the 
program, but I will say that, for the last 2 years, we have tried to get 
instilled in the people who are involved an understanding that pro- 
grams must be geared to objectives, what we are trying to accomplish, 
to the kind of problems we have to cope with, and to the kinds of ac- 
tivities through which we can best solve these problems. We worked 
programs out with the embassies and the countries, and a lot of 
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thought has gone into them. This year we have required a sy eae 
project- -by- -project review of every project in the pipeline. As I said, 
it is possible there are still some screwball projects in the program, but 
we have eliminated some deadwood and have tried to bring all our 
programs in line with the principles I am talking about. I am not 
satisfied ; far from it, but—— 

Mr. Denton. Some of the things, for instance, we have found in 
Laos and Cambodia, you are not satisfied with ? 

Dr. Moyer. Highly unsatisfied. 


IMPROVING OUR PROGRAM IN LAOS 


May I say a word about what I think we can reasonably look for- 
ward to in Laos? What I think we need there are about four things. 

We must have better personnel. We have never been adequately 
staffed there for the reasons the Secretary has mentioned. I think we 
have now a good director and are getting good supporting staff behind 
him. We are trying to get them better housing and other facilities so 
that they can live with reasonable dignity and satisfaction. 

We have to have monetary reform. That has been discussed at some 
length, and I need not go over that again, but this is something we have 
been working on over a year. It was Fees as early as last Octo- 
ber. Anyhow, this is an essential, and I believe we can have reasonable 
confidence that it will be achieved. 

We have beyond that to tighten up our program. I am not satisfied 
with what the program is, but I think we know what is needed. One 
thing the program in Laos must have is a strong component getting 
down to the people. On that I think everybody agrees. We have vari- 
ous ideas as to how to accomplish it. 

We must also have a better general understanding with Laos on 
how to cooperate in planning and carrying out programs. I think we 
know what is needed. We have been working hard to get that, and 
now for the first time I have a reasonable hope that the program will 
be put in shape. 

Mr. Rosertson. Off the record. 

(Discussion off the record.) 


ARMIES FOR INTERNAL SECURITY 


Mr. Denton. Mr. Shuff, I think we have established that all your 
armies are for internal security as shown in your book except For- 
mosa and Korea. Is that not right? 

Mr. Suurr. No; I would not agree entirely with your statement, 
sir. I think various of the other countries, as they are instructed 
and as they absorb the instruction, will be able to do more in con- 
tinuing proficiency than internal security exclusively. 

Mr. “DENTON. Of course that is what the book you prepared for 
us shows. 

Mr. Suurr. The book also shows, if you read the objective, that 
that is what we are trying to do. At the moment we have in several 

cases only come to the point of internal security, but it is not our 
end result. There is more expected and I think reasonably to be 
expected, and I also would like to reiterate that before we can act 
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as a deterrent or before we can act as a defense to external aggression 
we have to have internal security, so it is a step on the way. 
Mr. Denon. That is all. 


FUTURE OF OUR PROGRAM IN THE FAR EAST 


Mr. Narcuer. Mr. Secretary, generally how do you feel about the 
program in the Far East so far as the future is concerned / 

Mr. Roserrson. Well, I think the program, Mr. Congressman, will 
save the Far East from being taken over by the Communists if it is 
continued in an adequate amount. I think it is the only deterrent 
today—I will say without equivocation—it is the only deterrent 
today to Communist takeover of the Far East. Without this pro- 
gram there is little to deter them. 

Mr. Narcuer. I believe you pointed out in your general statement 
to the committee that some 8 out of the 11 countries in this region 
have acquired their independence since 1945 ? 

Mr. Rozerrson. Yes. 

Mr. NarcHer. Do you feel in those eight particular countries that 
our program has been successful ? 

Mr. Roperrson. I think it has been effective in accomplishing its 
objective. I think it has been more successful in some countries than 
it has in others. Some countries have used their aid more effectively 
than others. We have had a more efficient staff in some countries 
than in others, but in all countries I think the basic objective of the 
program has been accomplished. 


ASSISTANCE TO BURMA 


Mr. Arexanper. In regard to Burma, I believe they asked that we 
quit giving them assistance in 1953. But apparently there has been 
some change in their attitude recently. What is the explanation of 
why they wanted us to stop, and what has brought about the change? 

Mr. Rozerrson. In 1953 we had a technical cooperation mission in 
Burma, which was doing a good job, and one which they liked and 
we liked. But Burma was having a great deal of trouble with Chi- 
nese irregular troops in her northern borders. The Burmese thought 
that these troops were supplied and equipped by the Government on 
Taiwan. These irregular troops were Chinese that had been run out 
of the mainland by the Chinese Communists and had come down into 
Burma. They were guerrilla forces living off the land. The Bur- 
mese felt that they were being supported by the Government on Taiwan 
and that we somehow were in a position to direct that the Chinese 
National Government discontinue supporting these irregulars. 

Whatever kind of a program we have in a country, we have never 
attempted to give orders to that country as to what it should do about 
this or that insofar as their domestic or foreign policies are concerned. 
We have regulations governing the use of our aid and the conditions 
under which we give our aid. 

The Burmese requested us to withdraw this mission, and we did it 
very promptly. 

I would like now to go off the record. 

( Discussion off the record.) 
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AID TO TAIWAN 


Mr. Avexanper. In regard to Taiwan, we know in the baseball 
world if a player gets out of line and does not stay in training, the 
manager or the czar fines him or does something to him to keep him 
in line. 

You are familiar with what happened during the past year on 
Taiwan in regard to the relations with the United States. It has 
come to my attention that some of the leaders, even in Taiwan, feel 
that it might be good if we in some way slapped their hand, so to speak, 
in some way possibly by cutting off some of the assistance or some- 
thing else. 

How do you think we could do that best if we decided it was best 
to try to penalize them, not in a big way, but at least show them we 
did not approve of the things that had happened ? 

Mr. Rosertson. I ask you, slap their hand for what? 

Mr. Atexanper. For the things that have happened there that show 
at least their feeling toward this ¢ country. 

Mr. Rosertson. Are you talking about the mob violence against our 
Embassy ? 

Mr. Atexanper. Yes. 

Mr. Rosertson. I do not think that this episode reflected in any way 
the general attitude of the people on Taiwan toward our people. 

Mr. AtexAnper. How do you explain it ? 

Mr. Rosertson. I think you can explain it by the fact that in this 

case where an American soldier was involved 

Mr. AvexaNper. I do not know if you want this on the record. 

Mr. Rosertson. I think it better not be on the record. 

(Discussion off the record.) 





EFFECT OF INFLATION ON RELATIONS WITH SOUTHEASTERN COUNTRIES 


Mr. Atexanver. What is the situation with reference to the infla- 
tion in all of these southeastern countries which in someway is caused 
by our assistance? Is that causing any ill will toward us? 

Mr. Rozertson. No; I do not think our assistance in these countries 
is causing ill will against us but I think in countries where for wos ats 
reasons they must maintain armies beyond their ability to support 
them you immediately are faced with an inflationary problem and 
much of what we do in such cases is in trying to keep inflationary 
pressures from destroying the economy. 

Inflation is inevitable in a situation like Korea. Korea’s defense 
expenditures are about 70 percent of the revenues of the Korean 
Government. 

Mr. ALexanper. But you do not think it is creating some resent- 
ment? ° 

Mr. Rorertson. I do not think it creates resentment. I do not mean 
to say in contacts between individuals there are not cases of ill will and 
of personal antagonism, but I think, generally speaking, these coun- 
tries are deeply | orateful to us for our help. They would be at a com- 
plete loss to know where to go if we stopped helping them. In fact, 
there is but one other place they could go—to the Communists. 

Mr. Avexanper. That isall. 





OVERALL WORLD FIGURES 


Mr. Wiceteswortn. Yesterday the chairman of the subcommittee 
put some overall worldwide figures in the record from the Library of 
Congress I think. There appears to be some misunderstanding as to a 
request which I made. 

I want to make it clear that what I want is the analysis and com- 
ment of ICA on the figures put into the record immediately after the 
statement which was inserted. 

Mr. Murrny. We shall supply that. 

Mr. Wiceteswortu. As I understand this picture, you are request- 
ing $1.033 billion total compared to $1.074 billion in the current year 
and $1.428 en: in 1957. That is a reduction of something like $395 
million in a 3-year period. 

Mr. Murpnuy. That is correct, Mr. Wigglesworth. 

Mr. Wiccieswortn. For “Military assistance,” the request is $399 
million comp: ared to $398 million in the current year and $616 million 
in fiscal 1957. 

Mr. Murrny. Yes, sir. 

Mr. Wiceieswortn. What has been said before about unobligated 
balances for military assistance applies here, I suppose that is that 
there will be no unobligated balance as of the end of fiscal 1958 except 
as it may be part of the $25 million worldwide balance. 

Mr. Suvrr. That is correct, sir. 

Mr. Wicereswortu. What about as of the end of fiscal 1959 ? 

Mr. Suvurr. We expect the same. It will only be that part of about 
$25 million. 

Mr. Wiccieswortn. You expect $25 million worldwide at the end 
of 1959 as well as 1958 ? 

Mr. Suurr. Yes, sir; we have explained that to be the lag in our 
accounting and bookkeeping oper ations. 

Mr. Wiceiesworrn. For economic assistance the request is $634 
million compared to $675 million in the current year and $812 mil- 
lion in fiscal 1957, increase of almost $200 million in the 3-year period. 

Mr. Mcurrny. That is correct, sir. 


UNoBLIGATED BALANCES AND OBLIGATIONS 


Mr. Wiceitesworrn. What is the story on unobligated balances 
there ? 

Mr. Murrny. At the present moment, in neither fiscal 1958 nor 
1959 do we anticipate any unobligated balances at the close of the 
year. 

Mr. Taner. That does not mean that you have a report right up to 
date or anything of that character? 

Mr. Murrny. No, sir; we are basing it on our obligations picture 
through the end of May, Mr. Taber. 

Mr. Taner. Do you have those figures ? 

Mr. Mureny. Yes, sir. We hada request from the chairman which 
at some convenient point I was going to reply to. Perhaps now is a 
good time. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Dr. Moyer. In overall obligations at May 31, 1958, the figure for 
aid to the Far East is 89.3 percent obligated. 
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Mr. Taser. 89.3 
Dr. Moyer. In terms of percentage. 
Mr. Forp. That is overall ? 

Dr. Moyer. For the Far East. 

Mr. Gary. We should get all information in for the Far East right 
now. I was only talking about worldwide figures. 

Mr. Taser. 1 would like the breakdown between the different coun- 
tries and the military assistance, defense support, the technical, and 
special. 

Dr. Moyer. I have that right here. I can read it or offer it for the 
record. I do not have the military. I have the technical cooperation, 
defense support, and special assistance, by country and totals. 

Mr. Taser. Will you put that in the record ? 

(The information referred to follows :) 








Would you like the figures ? 


| 
| 
| 
| 


Far East obligations as of May 31, 1958 


een 


{In thousands] 


Fiscal year |__ 


Obligations as of May 31 
































1958 
program Non- Percent of 
Total Project | project! | program 
| obligated 
its oe ect ee | 2 $601, 750 | $537, 463.0 | $113, 467.6 $423, 995.4 89.3 
Technical cooperation. _...........-.--.--.-- 33,750 | 27, 370.6 | 27, 370.6 6 |. 81.1 
pe, See ees eee ere 2 536, 000 436, 280.4 | 62,285.0 | 423, 995. 4 | 90.7 
I i on cn antinoenhant seis 5, 000 1, 125.0 Bos a 22. 5 
Development assistance -...........----.---- 3 27 , 000 + 2 687.0 22, WPI hoive du cueene 84.0 
ee 24, 000 | 17, 519.0 [ ‘TRO ET ae 
Special assistance...............---...- 4, 000 | 1, 125. )- 2 | ee 28. 1 
Development assistance. __..........---- 20, 000 16, aps | OF. 82. 0 
Cambodia..........--- 26,000 | 25, 660. 2 2| 6,860.2 | 18,8000) 98.7 
_ a a SS EE } nemaue — 
Technical cooperation _ __- =e 2,000 | 1, 660. 2 1,600.2 |... 83.0 
Defense support ----- anise 2 24, 000 | 24, 000. 0 | 5, 200. oO 18, 800. 0 100. 0 
China (Taiwan)...._..-.. 60, 000° 53, 413.9 | ~ 22, 705.1 | 30, 708. 8} 89.0 
saughaeeas = ee a incest ee ee 
Technical cooperation .-_-.........--.-- 3, 000 | 2 523. 6 | 2. 523. 6 nbn ached 84. 1 
Defense support ---.----- 57,000 | 50, 890. 3 20, 181. 5 30, 708. 8 89.3 
Indonesia........ a 13, 300 | iy, 489.7 | 11,489.7|-......----| 86.4 
ivenibiastea teste alee tela acgoaecinrianin as 
Technical cooperation . _.___- 6, 000 | 5, 196. 7 I Ft wen | 86. 6 
ee eee 1, 000 ie spe cn een i aalince ocean a 
Development assistance __............--- 6, 300 6, , 293. 0 | OMG hence | 99.9 
Japan: Technical cooperation i . 500 | 2, 109. 7 2, 109.7 caval 8 4 
Korea_- . Sime | 200, 856. 6 P ~ 91, 356. 6 | _179, 500.0 | 91.0 
Technical cooperation _ - he 5, 800 | 5, 156. 3 ‘| 5, l 56.3 | 88.9 
Defense support 215, 000 6, 700. 3 | 16, 200. 3 179, 500. 0) 91. 0 
Philippines ; 19, 000 ~ 48,237.3| 9,237.3| 9,0 000. 0} 6.0 
Technical cooperation _ - 4, 000 3, 337. 3 3, 327. § 83 4 
Defense support 5, 900 ° 


15, 000 14, 900. 0 9, 000. 0 | 99.3 


See footnotes at end of table. 
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Far East obligations as of May 31, 1958—Continued 


{In thousands] 


Obligations as of May 31 
| Fiseal year 











1958 | 
program | Non- | Percent of 
Total Project | project! | program 
| | | obligs ated 
Thailand. __- |__ $24,000 | $22, 244.4 | $6,585.4 | $15, 700. Hf 92.7 
Technical cooperation | 4, 000 | 3, 209. 4 3, 209. 4 80, 2 
Defense support. | 20, 000 } 19, 035.0 | 3, 326. 0 15 5, 709.0 | 95. 2 
Vietnam... é 179, 200 | 161, 801. 9| 13,179.3 | 148, 622. 6 | 8.8 
Technical cooperation _ _- | 4, 200 | 3, 084. ; | 3, 084. 4 | 73.4 
Defense support g 1%, 000 8,717. 10,094.9 | 148, 622.6 90.7 
Regional: Technical cooperation. _. = 258, 3 3 258. 3 | 47.0 

1 





1 Commodity import programs. 
2 Includes $3.69 million of prior-year Indochina recoveries applied to Laos program; and excludes recently 
approved increases of $2 million for Cambodia and $5 million for Vietnam. Total defense support funds 


from fiscal year 1958 appropriations thus amount to $539,310,000. Total for all categories of assistance equals 
$605 ,060,000. 


§ Includes $700,000 not yet allocated to either Burma or Indonesia. 
ASIAN ECONOMIC DEVELOPMENT 


Mr. Murpny. I had not finished the answer to the previous ques- 
tion. 

There is one item on which we are going to have subsequent testi- 
mony which is the Asian economic development fund, the 3-year 
fund appropriated in 1956. 

This is not an item that fits into the Far East exclusively. It 
covers both Far East and Near East. On this particular account Dr. 
FitzGerald will come up next week with the story. We expect there 
will be some unobligated balances and we have requested they be re- 
appropriated at least in part. When I say no unobligated on June 
30, 1958, I am now speaking just of the Far East. country programs. 


INCREASE FOR MILITARY ASSISTANCE 


Mr. Wiceteswortu. Looking at page 5 of the Far East justifica- 
tions, at the military assistance program, and without going into the 
classified figures, I notice contemplated increases for C hina, Taiw an, 
Japan, and for the Philippines. Either on or off the record, will 
you give a word of explanation in respect to these increases ? 

Mr. Suvrr. Yes, sir. Talking about Taiwan, while the program 
is increased over last year, it is considerably less than 1957. I think 
this might better be off the record. 

(Dise: ussion off the record. ) 

Mr. Suurr. A considerable amount of money is going into con- 
struction and training [as is shown in the program on page 38]; 
vehicles; ammunition; aircraft and aircraft parts and components. 

Mr. Wicereswortn. How about Japan and the Philippines? 
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Mr. Suvrr. The Philippines are coming along at this juncture with 
increased rapidity. They are qualifying for ‘additional as well as 
more modern aircraft. 

Mr. Wicetxesworru. I see that reflected on page 104. 

Mr. Suurr. Yes, the second figure from the top under the proposed 
1959 program. 

MILITARY DEVELOPMENT IN JAPAN 


Mr. Wiceieswortu. What about Japan and what is the general 
status of military development there ? 

Mr. Suurr. The Japanese | have refined their program of progress 
from a 6-year program to a 3-year program and have made it a little 
more realistic. Of all of the countries in this part of the world, we 
think probably their navy is the most outstanding. They are having 
some difficulty with the training of their pilots. However, we see 
a prospect of eliminating that diffic ulty perhaps to start in the year 
ahead. 

Mr. Wiceteswortu. What is the size of their armed forces now 
and what is the contemplated goal ? 

Mr. Suvurr. Off the record, please. 

( Discussion off the record.) 

Mr. Suurr. This is the one country in this part of the world where 
we have a cost-sharing enterprise where the Japanese and we together 
are cost-sharing the production of aircraft. 

Mr. Wicerreswortu. Off the record. 

(Discussion off the record.) 

Mr. Forp. I can recall when the Japanese forces were not designated 
as military forces following the war and now they have been actually 
designated as military units. 

It: seems to me, and I know a good many other people, that there is 
disappointment in the development of this program. 

Why has there been such a failure to measure up to what the pro- 
grams were in their initial phases ? 

Mr. Suurr. I think that Mr. Robertson would like to talk to that 

oint. 

Before he does, I would like to say this: After the Japanese emerged 
from the war, there were a good many calls on their wherewithal. I 
think they planned with the utmost of good faith to meet certain 
force goals and we planned with them in order to meet some of their 
force goals. This is the case that we have described here often during 
these hearings, where in some years these plans did not indeed come 
to pass and it resulted in the arrival of what then appeared to be 
overprogramed material. It must be borne in mind that the Japanese 
have increased their defense budget, so that they are trying to make 
good on their current promises and their current force goals. 

I think it is a process of making progress and maybe in the beginning 
being a little more ambitious than the facts of the case allowed them 
to deliver on. 

Mr. Forp. As far as the percent of gross national product is con- 
cerned, they have not increased their defense expenditures? 

Mr. Suurr. What I meant to say was that over the year before there 
was an increase. 

Is that right, Mr. Robertson ? 
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Mr. Roserrson. They did increase their contribution, yes. 

I would also like to make a comment off the record. 

( Discussion off the record.) 

Mr. Forp. That is all, Mr. Chairman. 

Mr. Gary. Any further questions ¢ 

Mr. WiccLeswortH. The economic comparisons for 1957, 1958, and 
1959 seem to be set forth in tabular form on page 9. 

There, again, I notice three increases contemplated, but in each case 
the amounts in view are apparently less than they were in 1957, is that 
correct ¢ 

Mr. Ropertson. Yes. 

Mr. WiccLeswortn. China, Korea, and Vietnam. 

Has the general picture in Indonesia as of today been covered? 
Could you bri ing us up to date on that ? 

Mr. Rogertson. May we go off the record ? 

Mr. WiceLeswortH. C ertainly. 

( Discussion off the record.) 


MODERNIZING THE MILITARY FORCES IN SOUTH KOREA 


Mr. Forp. You say “modernizing.” 

What have you done along that line? 

Mr. Suurr. With the 1958 and with the 1959 program we have 
attempted to bring up the conventional forces of the Korean Army 
toa much higher degree of readiness. 

Mr. Forp. Youmean equipmentwise / 

Mr. Suurr. Yes, sir. 

Mr. Forp. What equipment are you talking about / 

Mr. Suvrr. In this year’s progr ‘am being proposed. 

Mr. Gary. Do you want this off the record ? 

Mr. Suurr. Yes, sir. 

( Discussion off the record. ) 


REDUCTION FOR ECONOMIC AID 


Mr. Roserrson. When you cut down economic aid, you just can- 
not keep military aid at the same level without disastrous results. 

Mr. Forp. I would like to have for the record the best overall 
justification or explanation as to why this reduction has to be made 
or is contemplated. 

Mr. Rosertrson. You can understand that I would not presume to 
testify as to what our Military Establishment thinks we can do from 
a military standpoint. I was speaking of the economic problem in- 
volved in cutting down economic support without cutting down the 
size of the forces. There is no way the Koreans can support an army 
of this size without our economic assistance. The money simply is 
not there. Defense support in 1957 was $300 million. They cut it 
$75 million last year. 

Mr. Forp. In fiscal 1958 ? 


Mr. Roserrson. In fiscal 1958, it was cut $75 million, or rather 
$85 million. 

Mr. Forp. What is the requested program for fiscal year 1959? 

Mr. Rozertson. We are requesting ———— million. 

Mr. Foro. ———— million more? 
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Mr. Roserrson. ———— million more than in 1958. 

Mr. Forp. Than what is currently held ? 

Mr. Rofertson. Yes. 

Mr. Forp. That is all. 

Mr. Wiceteswortn. I have one more question. I would like to ask 
the Secretary. 

I am sure that ICA has not had a chance to complete its analysis 
yet, but I would like to know if the Secretary has any comment that 
1e ‘might make at this time with reference to the overall table on 
worldwide figures which the chairman inserted in the record yesterday. 


MUTUAL-SECURITY PROGRAM IS LESS EXPENSIVE THAN WAR 


Mr. Rogertson. Yes, Mr. Congressman. I should like to refer to 
the figures introduced into the ‘record yesterday by the chairman, 
which were purported to show the dollar amount of assistance given 
by this country to foreign countries since the end of World War IT. 
It was a staggering figure. I think when it is analyzed it will show 
the inclusion of a ‘good many things having little relationship to a 
mutual-security program, but, even so, the amount will be very im- 
pressive after deletions. 

I should like to say again, as I have said several times during my 
testimony here, that the primary purpose of our mutual security pro- 
grams is to preserve peace in the world, with fr eedom. It is an ex- 
pensive program, and it will continue to be an expensive program just 
so long as the threat of international communism exists, but it is not 
nearly so expensive as war. 

One of the purposes of this program is to prevent what we went 
through in World War II. 

I would like to submit for the record that the initial cost of World 
War II, for us, was $350 billion, with battle dead and wounded of 
961,000 Americans. 

The Korean war cost us $18 billion, with 143,000 American cas- 
ualties. 

What we are spending is a large sum, but we are trying to prevent 
the kind of catastrophe that happened to us in 1941. 

Mr. Wicerrswortu. Thank you very much, Mr. Secretary. 

Mr. Gary. Mr. Secretary, we thank you for a very excellent and in- 
formative presentation of conditions in the Far East. We are de- 
lighted to have had you before the committee and, unless there is 
something further, we will adjourn until 2 o’clock Monday afternoon, 
at which time we will take up South America. 

Mr. Rosertson. Mr. Chairman, I should like to express to you and 
the other members of the committee our appreciation for the courtesy 
and consideration always shown us by this committee. It is deeply 
appreciated. 

Mr. Suourr. Mr. Chairman, this isa little anticlimactic, but I 
should like to report that the cumulative amount recovered from the 
disposition of the excesses as a result of the Indochinese war amounted 
to $632.8 million, and, on the classified basis—I can indicate to whom- 
ever is interested—where that materiel was reshipped and to whom 
it was reshipped. There is still a matter of $4.9 million that is identi- 
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fied and of which disposition is yet to be made, but it is in the act of 
being made. 


Mr. Gary. Thank you, gentlemen. 
aos : d S* 
he committee stands adjourned. 


Monpay, JuNE 16, 1958. 
LATIN AMERICA 


WITNESSES 


DEPARTMENT OF STATE 


WILLIAM P. SNOW, DEPUTY ASSISTANT SECRETARY FOR INTER- 
AMERICAN AFFAIRS, DEPARTMENT OF STATE 


DEPARTMENT OF DEFENSE 


CHARLES H. SHUFF, DEPUTY ASSISTANT SECRETARY FOR MILI- 
TARY ASSISTANCE PROGRAMS, INTERNATIONAL SECURITY 
AFFAIRS, DEPARTMENT OF DEFENSE 


COL. THOMAS B. HANFORD, UNITED STATES ARMY, DIRECTOR, 
WESTERN HEMISPHERE REGION 


MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS 


INTERNATIONAL COOPERATION ADMINISTRATION 


ROLLIN S. ATWOOD, REGIONAL DIRECTOR, OFFICE OF LATIN AMERI- 


CAN OPERATIONS, INTERNATIONAL COOPERATION ADMINISTRA- 
TION 


J. RAMON SOLANA, CHIEF, LATIN AMERICAN PROGRAM STAFF 
J. E. MURPHY, CONTROLLER 


Mr. Passman. The Committee will come to order. 


This afternoon we shall consider the request for the mutual security 
program as it applies to Latin America. 


SUMMARY FINANCIAL TABLES 


At this point we shall insert the unclassified portions of pages 3, 5, 
7, 9, 10, and 11 of the justification book. 
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Sum mary of mutual security programs, by fu nelion 


Program 


Function 


Actual, fiscal Estimate, Proposed, 
year 1957 fiscal year fiscal year 
1958 | 1959 
Military assistance ---- , : $32, 857,000 | $33, 871, 000 $33, 308, 000 
Economic assistance: 
Defense support. - -- : 51, 133, 000 
Development assistance. ; es ee oe ‘ 
Technical cooperation !_- 31, 229, 000 2 32, 300, 000 36, 500, 000 
Special assistance - --- : silscin scapes li 30, 000, 000 | 23, 000, 000 
Other programs- -- - ; Lo wn ee aici } : 
Total economic assistance -__ ; 82, 362, 000 62, 300, 000 59, 500, 000 
Total, all programs- - - - 115, 219, 000 96, 171, 000 92, 808, 000 


1 Includes $1,500,000 in each year for the Organization of American States program, which is administered 
by the Department of State. 

2 Excludes $500,000 of prior-year funds made available in fiscal year 1958, Total fiscal year 1958 program is 
$32,800,000. r 


Estimated obligations and expenditures 


[In thousands] 


























Military assistance Economic assistance ! 
Deliveries, | Unliqui- Expendi- Unliqui- 
Programed | expendi- dated Obligations tures dated 
tures 
ia - . wupytita i 
Cumulative, June 30, 1957__- $160,754 | $117,316 | $43, 438 $265, O91 $197, 263 $67, 828 
Estimate, fiscal year 1958_-___- 33, 871 30,810) XXX 62, 300 64, 660 72s 
Cumulative, June 30, 1958___- 194, 625 148, 126 46, 499 327, 391 | 261, 923 65, 468 
| | | | 
1 Includes obligations and expenditures for the Organization of American States program, 
Note.—X XX denotes deletion of classified material. 
Military assistance 
{In thousands] 
Annual programs Deliveries/expenditures, fiscal year 


1950-58 programs 


Major components by Value Proposed, fiscal | | 
category year 1959 Estimate, Cumu- Fiscal year 
os OES ee AF eis ee _| fiscal year | lative, | 1959 and 
1958 June 30, later 
| Fiseal year | Fiscal year | Quan- | Value 1958 | 
1957 1958 tity 
Latin America_-- $32, 857 $33, 871 $33,308 | $30,810 $148, 126 | $46, 499 
Brazil__ . ak XX XX XX a XX 
Chile XX a XX XX a xX 
Colombia XX XX xX XX XX xX 
Cuba XX XX XX xX XX XX 
Dominican Republic XX XX XX xX XX XX 
Ecuador XX a XX XX XX XX 
Guatemala XX XX a xX ae xX 
Haiti 4 ak XX XX XX XX 
Honduras XX ao XX XxX XX XX 
Nicaragua XX XX XX XX ab. XX 
Peru XX XX XX XX XX XX 
Uruguay. - XX xx xX am XX XX 





NoTe.—XX denotes deletion of classified material. 
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Mr. PassMAN. From whom shall we hear first ? 
Mr. Murruy. Secretary Snow, Mr. Chairman. 


Mr. Passman. Mr. Secretary, we shall be very happy to hear from 
you at this time. 


SraTEMENT oF Deputy Assistant Secrerary or Strate For Inter 
AMERICAN AFFAIRS 


Mr. Snow. Mr. Chairman, I have a prepared statement which with 
your permission I should like to read for the record. 
Mr. Passman. Off the record. 


(Discussion held off the record. ) 

Mr. Passman. You may proceed, Mr. Secretary. 

Mr. Snow. Gentlemen, it is a pleasure for me to appear here in 
support of the administration’s mane for funds for the mutual 


security program in Latin America during the fiscal year 1959, in the 
following amounts: 





Million 

DeiGney imnmnntanet... bo eae SLE eke atailien cnqviceanepeuinial $54. 0 

Special aesistamne. 51g nance 2 lt Shaan does 23.0 

Bilateral technical cooperation programs___.___---.-----_-.._.________ 35. 0 
The United States contribution to the technical cooperation program of 

tne Organination Of “AMOTICAN Beate. 8 an ope inenidénnpnnequadoebue 1.5 

CD a nd nih ibe nS ths Datta hncttbiiaesb tetlvtatn blasting bs SS Sk TS 113.5 


It is our belief that the achievement of peace requires international 
cooperation in many fields of constructive endeavor. Our own wel- 
fare rests to a large extent on the success of this operation. It is the 
mutual interest of the United States and the countries of Latin 
America that these countries develop their resources so that their 
people can enjoy the fruits of education, health, and higher standards 
of production and consumption. We wish to see our Latin American 
neighbors become economically strong and self-reliant. We want to 
see them overcome the complex of problems they face, such as low 
gross national product; a shortage of basic facilities such as transpor- 
tation and power, which apply in varying degrees to most of the 
countries; deficits in the production of food and fuel; inadequate 
health and education facilities; a shortage of administrative and 
managerial personnel; rigid social systems and excessive economic 
nationalism in some places. Very largely because of the intensely 
active and dynamically expanding economic relationship which our 
country enjoys with Latin America, there is a common interdepend- 
ence which makes us responsive and sympathetic to their needs. For 
unless they progress, the threat of Communist penetration cannot be 
discounted. 

We acknowledge the high stakes for our neighbors and ourselves 
in maintaining the security of this hemisphere. In addition to recog- 
nizing the right of each country to take necessary measures of self- 
defense, all 21 American Republics are joined together, under the 
Inter-American Treaty of Reciprocal Assistance (Rio de Janeiro, 
1947), in the joint defense of the hemisphere in case of attack. In the 
case of the 12 countries with which we have bilateral military assist- 
ance agreements, we assist in pene them prepare for military mis- 
sions important to the defense of the Western Hemisphere. 
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Our interdependence in matters of security is manifest. I hardly 
have to mention the strategic importance of the geographic position 
of Latin America—its extensive coast lines and the importance of 
protecting the routes of communication leading to and from it. It 
is source of critical and strategic materials. Protection of trade be- 
tween Latin America and the United States is vitally important. 
All of this is subject to disruption in case of attack and to the dangers 
of subversion. Lack of experience and financial resources to raise 
and equip modern forces without outside help is the basis of our 
cooperation in the military field with the 12 countries mentioned. On 
the other hand, it is well to remember that this military program for 
which we are asking $54 million in fiscal year 1959, is small compared 
to those we maintain in other parts of the world, and in the case of 
the 12 countries, they themselves bear the major share of their own 
defense, spending in 1957 about $1 billion as compared to the $36 
million United States military assistance program for that year. 

More than one-fifth of our exports now go to Latin America, a busi- 
ness worth $4,675 million to the United States in 1957. In return 
the United States is Latin America’s best customer, taking in recent 
years over 40 percent of all its exports to a value of approximately 
$3,765 million in 1957. The goods we purchase in Latin America are 
essential to our well-being and to the maintenance, operation, and 
growth of our industrial plant, while the money which Latin America 
spends here purchases a wide variety of manufactured and agricul- 
tural products required for the development of that area. 





DEVELOPMENT LOANS 


LO OE AEN > Rett CeORE | HER 


A third field in which we are intimately concerned with Latin 
America is in providing public funds, through the Export-Import 
Bank, for Siaind dalek ioral projects, both public and private. Dur- 
ing the last 10 years over 40 percent of the bank’s total loan authoriza- 
tions have been made in the 20 Latin American republics. In the 
3-year period ending last June 30 the Export-Import Bank authorized 
credits of some $840 million in this area. 

There is need for sound, long-term official loans in many sectors. 
Foreign public credits constitute a necessary supplement to private 
investment. In addition to the Export-Import Bank, Latin America 
can draw upon the IBRD and IFC. The new Development Loan 
Fund, which has raised high expectations among the Latin Americans, 
is considering a number of important proposals from the area which 
f will also help to answer the need. 
| Mr. Anprews. You state Latin America can draw upon these 

funds or these accounts. Would they make a loan / 
Mr. Snow. Yes, sir; they are loan agencies. 
Mr. Anprews. Repayable in hard currency or in local currency? 
Mr. Snow. The International Bank has generally operated in hard 
currency. The International Finance Corporation is a relatively new 
| adjunct of the International Bank. I don’t know their terms. 

Mr. Gary. The International and the Export-Import Bank both 
operate as other banks do, Their loans are sound loans. 

Mr. Anprews. I knew that about the Export-Import Bank. 
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Mr, Gary. The IRBD is run on the same principle. The Export- 
Import Bank is financed entirely by the United States whereas the 
IRBD is financed by the United States and other countries. That 
is international, 

Mr. Passman. Off the record. 

(Discussion held off the record.) 

Mr. Passman. Kindly proceed, Mr. Snow. 


LOCAL CURRENCY LOANS FROM PROCEEDS OF SURPLUS AGRICULTURE 
COMMODITIES SALES 


Mr. Snow. In addition, we are providing local currency loans from 
the proceeds of the sale of United States surplus agricultural com- 
modities. Within their absorptive capacity, Latin American capital 
requirements are, for the most part, being met. from these sources. 

On the other hand, the downward trend of prices of major export 
commodities, the business slowdown in the United States, and political 
uncertainties combined to create a less favorable outlook for Latin 
American markets as the first quarter of 1958 drew to a close. 

The heavy export surplus of the United States in 1957 in its trade 
with Latin America, amounting to $910 million, although financed 
in large part by loans, grants, investments, and tourist expenditures, 
resulted in the drawing down of the exchange reserves of several of 
the larger countries, Argentina, Brazil, Chile, Colombia, and Peru. 


TRADE PROBLEMS 


As a consequence, some of the countries have had to tighten re- 
strictions on imports, especially from the dollar area. Several coun- 
tries face heavy commitments during 1958 and 1959 on repayment of 
commercial backlogs. Weakening coffee prices in the face of mount- 
ing surpluses and greater African competition caused concern among 
Latin American producers. Coffee is produced by 15 countries. Six of 
these are dependent on that product for most of their foreign ex- 
change. Other countries already face the problem of large supplies 
of raw materials, principally minerals, which they are unable to 
place through normal export channels. 

While satisfactory terms of trade permit and promote a high rate 
of capital formation and consequent development, deterioration of 
trade slows this process down. In the face of this situation I would 
be more than remiss if I did not point to the possible dangers facing us 
at this time from the apparent Sino-Soviet political and economic of- 
fensive in Latin America. Although the international Communist 
conspiracy does not present as immediate a threat to the Western 
Hemisphere as to some other parts of the world, the United States 
must face the fact that the Communists have both immediate and 
long-range objectives in Latin America as elsewhere. Ultimately, of 
course, they would like to seize power, but their current propaganda 
professes only interest in trade expansion. Trade is but another 
avenue that Communists employ in their plans of subversion. It is 
one against which nations must take precautions. Some Latin Amer- 
ican countries with abnormally large supplies of raw materials which 
they are not able to place through normal export channels understand- 
ably desire to examine carefully trade with the Soviet bloc with an 
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eye to reducing these surpluses or utilizing credits which have ac- 
cumulated in their favor from previous trade relations. Although 
Latin American trade with the Soviet bloc has been declining, and in 
1957 represented less than 2 percent of all Latin American trade, it 
was concentrated in 4 important countries of the area: Argentina, 
Brazil, Cuba, and Uruguay. Reportedly the Soviets have also been 
making offers of investments and technical assistance in a number of 
countries. The precise facts are difficult to determine. Whatever 
its extent, this Soviet bloc economic challenge requires increased 
vigilance on our part. We must see to it that our genuinely effective 
cooperation will be available to Latin America when needed. Its 
extension is in our mutual and long-range best interest. 

While relying mainly on trade and investment, the United States 
stands ready to help fill the gaps in Latin American economic develop- 
ment by extending technical cooperation and special assistance to meet 
emergencies, such as we have had to face in Bolivia, Guatemala, and 
Haiti. The period ahead may prove to be most important in main- 
taining this cooperative mutually beneficial relationship so necessary 
to on well-being of ourselves, the Western Hemisphere and the world 
itself. 


SPECIAL ASSISTANCE 


We are asking for special assistance funds in fiscal year 1959 in the 
amount of $23 million to meet emergencies in Bolivia and Haiti and 
for certain regional projects. In the case of Guatemala, the $10 mil- 
lion earmarked for that country by the Congress last year has only 
just been programed because we wished to wait and discuss its best 
possible use with the newly elected government. Its obligation, to- 
gether with use of the programed but unexpended funds from previ- 
ous years and access to the Development Loan Fund should provide 
such economic help as may be needed for that country in fiscal year 
1959. While recognizing that unforeseen political or economic emer- 
gencies or natural disasters may occur in Latin America, we believe 
that most of these can be met by the countries themselves without 
grant aid from us. 

GRANT AID 


In the two specific cases grant aid is predicated on the following: 
BOLIVIA 


In 1952, in the aftermath of a revolution, Bolivia undertook a 
series of far-reaching measures, the immediate effects of which were 
sudden and drastic changes in the country’s traditional economic and 
social patterns. The resulting economic dislocations, superimposed 
on Bolivia’s already precarious economy, brought the country near to 
bankruptcy, and its currency to the brink of runaway inflation. 

In order to help forestall chaos, and to afford Bolivia an oppor- 
tunity to take steps leading to the development of her natural re- 
sources and the achievement of a diversified and stable economy, the 
United States provided Bolivia with grant aid to insure that minimal 
food requirements and other essential imports could be obtained. 
The United States also provided technical cooperation and economic 
development aid to hasten the day when the Bolivan economy would 
no longer require such outside support. 
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In the United States program of economic aid to Bolivia three 
stages were necessary: the emergency stopgap period, support for a 
subsequent stabilization effort, and a period of promoting economic 
development based on conditions to be created through stabilization. 
Prior to fiscal year 1957 our efforts fell almost entirely within the first 
stage. In fiscal year 1957 our program combined both the first and 
second stages. The fiscal year 1958 and fiscal year 1959 programs are 
directed toward the second and third stages. 

An analysis of the Bolivian economy, a year after the promulgation 
of stabilization decrees, provides evidence that tangible progress has 
been made in terms of unifying exchange rates and freeing the econ- 
omy, promoting monetary stabilization, attracting foreign invest- 
ment, and in general preparing the gr ound as well as the atmosphere, 
for accelerated economic growth. However, the road to economic 
health and stability is still long : and rocky. 


HAITI 


Haiti has also been faced with a series of difficulties with which 
it has not been able to cope with its own resources. United States 
relief was supplied after the devastating hurricane in the autumn of 
1954. In late 1956 and early 1957 drought in the north and floods in 
the south caused a new setback. The coffee c1 op for the year beginning 
November 1956 (which normally represents 70 percent of Haitian ex- 
ports), was disastrously low and a prolonged political crisis which 
began in December 1956 with the fall of the Magloire government 
continued until October 1957 when the duly elected government of 
Dr. Duvalier took office. All of this brought on or aggravated a 

steady economic and financial deterioration which the United States 
sought to help the Haitians arrest and reverse in order to restore a 
modicum of stability. 

The United States has worked with the Haitians in planning, fi- 
nancing and executing joint projects to increase agricultural produc- 
tion, especially needed food crops, principally through construction 
of irrigation facilities and access roads. Although the balance of 
payments gap facing Haiti was, to a large extent, filled by the various 
types of United States relief and assistance together with drawing on 
a previously approved loan from the Export-Import Bank, the tap- 
ping of unofficial financial resources abroad, and deferment of pay- 
ments on foreign debts, nevertheless the dollar reserves of the Na- 
tional Bank of Haiti declined. Latest reports, however, indicate that 
international reserves are increasing slowly, Haiti is repaying its debt 
arrearages, but the economic situation still remains uncertain. 

It is expected that Haiti will continue to need United States aid in 
fiscal year 1958 and fiscal year 1959 for the successful carrying out of 
development projects considered necessary if Haiti is to maintain 
political stability and achieve a degree of economic progress. 


TECHNICAL COOPERATION PROGRAM 


The technical cooperation program, which I have deliberately left 
until now, has a long record of achievement. Mr. Atwood has de- 
tailed some of these in his prepared statement and I know you will 
wish to study them. 
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This program, started in 1942, has provided a real long-term prac- 
tical sunigtbation to our friendly and cooperative relations. This co- 
operation has helped strengthen the principles of freedom, independ- 
ence, private initiative and democracy. It is an integral part of any 
economic development and we know that strong, self-reliant economies 
counteract Soviet propaganda and subversion. 

Technical cooperation programs are drawn up in the field and care- 
fully screened in Washington. This year we are again requesting $35 
million. This is no higher than last year’s request to Congress. It 
will permit, however, a modest, and I believe an effective increase 
ever this year’s implementation level of $31.3 million. 

These programs are basically demonstration programs. Through 
their grassroots approach, they are helping the Latin American peo- 
ples, as well as technicians and Government officials, to understand 
the economic and social revolution going on around them. Within 
our capabilities, and their willingness to accept our cooperation, we 
are trying to help them achieve that balance of economic and social de- 
velopment so necessary to solid and permanent growth. 


TECHNICAL COOPERATION PROGRAM OF ORGANIZATION OF AMERICAN STATES 


Finally, I wish to endorse the request of $1.5 million as our 
contribution to the 1959 technical cooperation program of the 
Organization of American States. Perhaps at no time in our history 
is it more important for the United States to encourage the nations of 
the Western Hemisphere to continue their effective participation in 
this body. 

This organization conducts a small multilateral technical coopera- 
tion program which the United States supports on a voluntary basis in 
conjunction with all of the other American Republics. This technical 
cooperation program is unlike the United States bilateral and U.N. 
programs, which provide technical assistance to individual countries, 
in that it consists entirely of regional training activities at regional 
training centers. The OAS technical assistance funds are used to 
support special training staffs and to provide fellowships for trainees 
from all of the countries of Latin America to attend the centers which 
have been established in conjunction with existing educational facili- 
ties, or to attend special seminars, workshops, et cetera. 

For each of the first 4 years of the program (1951-54) the United 
States pledged $1 million with the proviso that the United States 
contribution not exceed 70 percent of total contributions. Because of 
increasing interest in the program, the United States has, since 1955, 
pledged $1.5 million annually subject to the same proviso. Although 
the other 20 American Republics have not yet pledged and contributed 
funds sufficient to draw down the full $1.5 million pledged by the 
United States, their contributions have been increasing slowly. The 
unused portion of any United States pledge is returned to the United 
States Treasury after due time is allowed for the other countries to 
fulfill their pledges. We propose again to limit our pledge to 70 
percent of the total contributed by participating governments. This 
percentage was chosen in recognition of the limited number of con- 
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tributors to the program and of our predominant economic position. 
Our national income is approximately 88 percent of the total national 
income of all the 21 American Republics. 

Apart from the direct benefits to be derived from this program 
there is an important byproduct of interest to the United States. In 
this multilateral program the 21 American Republics are finding a 
satisfying opportunity to work together for their mutual benefit, and, 
I believe, this program will in time be one of the most effective spon- 
sored by the Organization of American States. 

Mr. Passman. Thank you, Mr, Secretary. I think we shall have 
the several statements read into the reeord and then ask questions. 


STATEMENT OF Deputy ASSISTANT SECRETARY FOR MILirary ASSISTANCE 
Programs, INTERNATIONAL Securtry Arrarrs, DEPARTMENT OF 
DEFENSE 


The next witness will be the Deputy Assistant Secretary for Defense, 
ISA, Mr. Charles H. Shuff. 

Mr. Secretary, do vou have a statement to make at this time ? 

Mr. Suvrr. Yes, Mr. Chairman. 

Mr. PassMANn. You may proceed, sir. ; 

Mr. Suvrr. Mr. Chairman and members of the committee, 12 
Latin American nations have signed bilateral defense agreements 
with the United States to assist in carrying out military missions 
important to the defense of the Western Hemisphere. These coun- 
tries are: Brazil, Chile, Colombia, Cuba, Dominican Republic, Ecua- 
dor, Guatemala, Haiti, Honduras, Nicaragua, Peru, and Uruguay. 

The fiscal year 1959 military assistance budget includes $33.3 mil- 
lion for those 12 countries’ programs, as shown on page 5 of the tan 
Latin America Presentation Book. The $33.3 million is approxi- 
mately the same as the total of Latin America country programs for 
each of the 2 preceding fiscal years, although individual country pro- 
gram amounts vary from year to year. 

A total of $194. % million has been programed for Latin America 
through the period 1950-58. Of this amount, it is estimated that 
$148.1 million will have been delivered by June 30, 1958, leaving a 
balance of $46.5 million to be delivered in fiscal year 1959 and later. 

The fiscal year 1959 special materiel program allocations to Latin 
American countries, as shown by country distribution on page 7 of 
the Latin America justification book, total $20.9 million. While the 
spare parts, packing, crating, handling, and transportation approxi- 
mate the same as the estimate for fiscal ‘year 1958, the program under 
negotiation for Latin America of $15 million represents a major in- 
crease over prior-year programs. This increase is considered required 
to insure the continued availability of important United States fa- 
cilities in the area. Details of the program under negotiation are 
classified and explained more fully on page 12 of the nonregional 
book. 

The totals of the country programs and the special materiel pro- 


grams for fiscal years 1957, 1958, and proposed for 1959, are as 
follows: 
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Military assistance programs for Latin America 


{In millions] 
Latin America Fiscal year | Fiscal year | Fiscal year 
1957 1958 1959 
Country materiel and training programs_..............-...-.. $32. 8 $33.9 $33.3 
a eT eae 3.2 5.2 20.9 
MEd iatilandotn dag bdduetibendetn tease cages .1 54.2 


Through the grant military-assistance program, we are assisting 
12 Latin American countries to develop certain of their armed forces 
for the performance of collective hemispheric defense missions 
which the Joint Chiefs of Staff and the President have determined 
to be in the United States interest for them to perform. With these 
units, Latin American countries will be able to make a modest but 
militarily significant contribution to the collective defense of the 
hemisphere under the Rio Treaty. This program is consistent with 
the planning of the Inter-American Defense Board on which the 
United States and all other American States are represented. The 
grant assistance being provided by the United States complements 
the manpower and other resources which Latin American countries 


are themselves contributing to the program. In addition to their 


collaboration with the United States in the grant-assistance program, 
Latin American countries customarily comply with United States 
requests for permission to install United States military facilities 
related to hemispheric defense on their national territory. For 
example, the Dominican Republic and Brazil are permitting the 
United States to operate facilities in those countries for the tracking 
of missiles shot experimentally over waters adjacent to the territory. 
In this sense, they are contributing significantly to our important 
ICBM development program. 

The United States and the other American Republics have become 
dependent upon each other for a large number of critical and stra- 
tegic materials essential to our security and well-being. The inter- 
change of goods between nations of the North and South American 
Continents is taken as a matter of course but, in wartime, is suscep- 
tible to disruption by enemy submarines and other forms of hostile 
action. One of the objectives of our assistance program is to enable 
the Latin American countries to assume increased responsibility in 
the defense of these transportation routes while at the same time 
bearing sole responsibility for the protection of sources of supply 
in Latin America. Considering that Latin America is over three 
times as large as the United States in area, with a population greater 
than the United States, that its coastlines are more extensive than 
ours, and that some of the world’s principal routes of communication 
run through the area, this is a task of no small proportion. The 
maintenance of internal security, of course, is primarily the respon- 
sibility of the Latin American Republics themselves, and we do not 
propose in this program to provide grant assistance for that purpose. 

The details of the program proposed are indicated in the country 
tabs in the Latin American Presentation Book. I shall be glad to 
answer any questions pertaining to this proposed program. 
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STATEMENT OF Recronat Director, Orrice or LATIN AMERICAN 
OprrATIons, INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Passman. The next witness is Mr. Rollin S. Atwood, Regional 
Director, Office of Latin American Operations, International Coop- 
eration Administration. 

Mr. Atwood, do you have a statement to make to the committee? 

Mr. Arwoop. I have, Mr. Chairman. 

Mr. PassMANn. You will kindly proceed. 

Mr. Arwoop. Mr. Chairman, members of the committee, it is with 
a distinct feeling of pride that I appear before you in support of 
the nonmilitary bilateral mutual-security program for Latin America. 


BILATERAL TECHNICAL COOPERATION PROGRAM 


For the coming fiscal year for bilateral technical cooperation we are 
requesting $35 million which constitutes the cost of contributions 
which it 1s proposed that the United States make to a joint program 
with 25 countries totaling over $90 million. $13.44 million will be 
needed to pay the salaries, allowances, home leaves, family transpor- 
tation, etc., of approximately 900 United States technicians directly 
hired. 

$6.72 million will be needed to provide training programs in 
the United States, including Puerto Rico, for 2,070 technicians 
associated with the programs in the 25 countries. 

$6.96 million will be required to cover United States contri- 
butions to the joint funds which will total $44 million used to 
carry out demonstration projects. 

$3.40 million for contract services. 

$0.73 million for demonstration supplies and equipment. 

$3.75 million for technical support costs. 

Broken down by field of activity the $35 million is programed for 
use in the following amounts in the respective fields. 


Hevinaitare ‘aul. RALUrAl-TONOUT ONE dali hg Gtk sds 11. 45 
ennee, OG CREA IO. 3.5 ots chats aiebin ein aipeiebtinine mdb tie 5. 74 
SRUPCGROOA, - SPURIRE TED “VOC CRONE GUNMEN, PURI i i oc ecgree dit rreprngereeeincnny 5. 56 
Transportation, communications, and marketing____._.____-______________ 2.18 
rane yO ee 8 ei eS aa eee Sa 4. 05 
rumen pneu ae So Oe es ee Sia ek 2.19 
Community development, housing, and welfare________-___-____________ . 44 
NN cs snissinoncas pocoaniecacinccten nanan aetadaen oat a ataedaenionin diana a Na 3. 39 


SPECIAL ASSISTANCE FUNDS 


We are also requesting $23 million of special assistance funds to 
cover emergency situations which cannot be met through use of ordi- 
nary financial means. These finds will be used primarily in Bolivia 
and Haiti, and for assistance to existing military units in selected 
countries by providing civilian-type engineering construction equip- 
ment and training. 


PURPOSE AND AIMS OF LATIN AMERICAN PROGRAM 


The vital long-term interests of the United States lie in strong, 
self-reliant neighbors in this hemisphere. These neighbors are now 
facing serious economic and political problems. The Russian chal- 
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lenge which has become so pronounced in this region during the recent 
past cannot be ignored and must be evaluated with continuing dili- 
ence.. Economic and technical aid from Russia is flexible and can 
pinpointed. It has strings attached but they are not pulled tight 
until the propaganda value of the economic or technical aid offer 
has been achieved. Russia can buy or barter for commodities which 
are in surplus in Latin America such as coffee, copper, lead, and zinc 
and can then turn around and dump these products in the free world 
markets. 

Our program in Latin America was not started to thwart any Rus- 
sian offensive. We are not now trying to “match” Russian offers. 
The Latin American program was started and continues as a joint 
effort of free peoples to help each other reach the goal of having 
stronger, more self-reliant, more productive, happier, and healthier 

eople. At the same time we will be strengthening the principles of 
Peglodk independence, dignity of the individual, private initiative, 
and enterprise, and responsible, democratic forms of government. 
The joint and cooperative nature of the program. and the common 
ideals that motivate it constitute the strongest resistance to the Russian 
trade and economic aid offers now flooding Latin America and to the 
unmasked attempts to discredit and debase the principles of decency 
and faith upon which the countries of this hemisphere are founded. 

Our program in Latin America is a strong program. It is sincerely 
appreciated by the governments and by the people. It would be diffi- 
cult to convince the governments of Latin America to risk their bila- 
teral programs with the United States in return for promises from 
Russia. However, if concrete results consequent to the joint program 
are not convincing or do not produce the balanced economic and social 
development demanded by the people, the situation in this hemisphere 
might change radically. 

Over the years it has increased from a program that represented 
expenditures in the nature of $10 or $12 million with the United States 
supplying 90 percent of the funds to a program today which calls for 
slightly less than $85 million with the United States supplying $31.3 
million in fiscal year 1958, as is demonstrated in chart L This chart 
also shows that for fiscal year 1959 the other countries have already 
agreed to increase their financial participation in the program. 


TECHNICAL COOPERATION PROGRAM 


In 1942 the technical cooperation program was made up almost en- 
tirely of United States technicians. Today it is a program with a total 
of 28,363 employees of which approximately 1,000 are United States 
nationals. Chart II shows in considerable detail the proportions of 
total employment represented by each type of employee in the pro- 
gram. The number of United States technicians in fiscal year 1959 
will remain at approximately the same level as during fiscal year 1958. 


PRESENT SITUATION AND PROGRAM ESSENTIAL TO ACHIEVE MUTUAL 
SECURITY OBJECTIVES 


Latin America as a region has been witnessing an extremely rapid 
economic and social revolution. There are, of course, sharp differences 
in the scope and rate country by country. The overriding fact, how- 
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ever, is that “economic development” is taking place at a rate far 
beyond the capacity of a majority of the people to understand. As it 
touches the lives of more and more people, as it is bound to do, the 
reactions are personal and perfectly human. They resent the things 
they don’t understand. 

Economic and industrial development must be accompanied by 
an understanding of the technical components but of even greater 
importance there must be developed an intelligent understanding and 
sympathetic appreciation of the human consequences of economic 
development. People must be able to adjust to the changing environ- 
ment. They must be able to take part in the process that is going on 
around them. They must realize that they can achieve their most 
cherished objectives of a better life without losing freedom, inde- 
pendence, or dignity of the individual. They must come to apvreci- 
ate, through results not promises, that personal initiative combined 
with technical skills and hard work will bring better homes, better 
farms and industries, better education, better health for them and 
for their children. They must discover that they can do it themselves 
if the determination and the right tools are available. Otherwise 
frustration and resentment will increase. 

For the people of a country to have a feeling of achievement with 
regard to economic and social development the country must have 
a balanced program. If not, only 1 group, 1 seement, or 1 region 
will benefit often at the expense of another. I need only mention that 
each country is distinet and must be considered as such. 

The growing pains associated with rapid industrialization have 
served to intensify the need on the part of most Latin American 
governments to expand their activities to satisfy the extremely vocal 
popular demand. The cries of the people have been for more hous- 
ing, more schools, potable water supply and more roads. All too 
often, however, local budgetary funds have been used to provide 
financing for large industrial and mining projects or for expensive 
military equipment often associated with large foreign exchange 
loans. Many of the projects might better have been left to private 
enterprise. both local and foreign. There has been and will continue 
to be for some years a serious shortage of capital available on a 
long and medium term loan basis to finance aspects of the economic 
and social development which have been seriously neglected. These 
aspects include (1) the local construction cost component of develop- 
ment projects: (2) the local construction costs of farm-to-market 
ov feeder roads: (3) municipal water supply and sanitary installa- 
tion: (4) the scientific and technical training in schools and colleges; 
and (5) the constructing and equipping of hosnitals and health 
centers. Advancement in these fields is essential if balanced economic 
and social development is to take place. Failure to make the neces- 
sary advance will not only postpone the development of a climate 
favorable to sound private investment but will also help to create 
a feeling of frustration among large segments of the population 
whose hopes and aspirations are not being fulfilled by the more spec- 
tacular forms of economic development such as steel mills, oil wells, 
mines and factories. 

On the basis of our experience, including the use of the Smathers’ 
amendment funds appropriated last year, I think we must consider, 
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as a supplement to technical cooperation, long-term loans to finance 
development in the neglected fields of economic and social develop- 
ment. The effective results of the total program could be multi- 
plied manyfold. I think it is safe to assume that over the next 10 
years private investment will continue to increase and that increased 
funds will be available for the type of economic development financed 
by the Export-Import Bank, the International Bank for Recon- 
struction and Development and the International Finance Corpor- 
ation. 

These normal and historic means of assisting the economic and 
social development of the countries of Latin America must be aug- 
mented by new means. The Congress provided for this when the 
Development Loan Fund was set up. It is designed for projects 
where either the political or economic risks are too great for private 
enterprise (domestic or foreign) to assume, or where funds are not 
available from existing public lending institutions. Its use can be 
of paramount importance in helping the countries to achieve balanced 
economic and social development. I want to emphasize strongly 
that a far better balance than exists today must be achieved if frus- 
tration and consequent breakdown is to be prevented which could 
put victory within the Communist grasp. 


SPECIAL ASSISTANCE PROGRAM 


The imbalance in Latin American economic and social develop- 
ment has become increasingly serious. Certain aspects have been 
recognized and programs of correction have been initiated. I refer 
especially to the growing number of monetary and foreign exchange 
crises which have required action by the International Monetary 
Fund, the Export-Import Bank, IBRD, and private banking insti- 
tutions, either separately or through joint action. Other aspects of 
the imbalance in economic and social development requiring solution 
involve assistance and cooperation not available from the sources 
mentioned above. Those requiring United States participation which 
do not come within the scope of the Development Loan Fund should 
be met by the use of special assistance. Although a limited use of 
grant funds will be required, I am sure that both we and the respon- 
sible leaders in Latin America realize that the solution of basic prob- 
lems is not grant aid. 

For fiscal year 1959 we are limiting our request for special assist- 
ance to $23 million as against $44.74 million currently programed 
for fiscal year 1958. 


BOLIVIA 


During the last year the Bolivian Government has exhibited de- 
termination to go through with its basic economic reforms in spite 
of periodic attacks both from the oppositions inside and outside the 
country. It is also determined to carry out the reform program 
within the concepts of a free economy and without the use of force. 
To a really remarkable degree they have succeeded. They entered 
the second vear of stabilization with a relatively stable currency, a 
reduced budget, prices below a year ago, a marked increase in food 
production, and beginning of a sizable investment by private enter- 
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prise in the field of petroleum production that may eventually offset 
the decline in income from tin production caused by both external 
and internal problems. A well eeaad joint program for fiscal year 
1959 to solve the unemployment problems consequent to closing sub- 
marginal mines and industries is being projected through road im- 
provement and maintenance and agricultural resettlement. Credits 
are being made available for privately owned mines and industries 
to increase production. World surplus conditions, however, may 
blast their hopes in the field of mining. Therefore, the degree to 
which new foreign private investment, mainly in petroleum, can 
produce returns quickly enough to counteract the prospective decline 
in income from tin and other metals will bear heavily on Bolivia’s 
immediate economic outlook. Approximately three-fourths of the 
assistance will be in the program described above and one-fourth 
reserved for emergency import needs. 


HAITI 


The program of special assistance in Haiti, as well as the technical 
cooperation program, has been at a reduced operating level during 
the last year due to administrative disruptions in the Haitian Gov- 
ernment and its inability to meet fully its financial obligations to the 
program. No opportunity has existed until very recently for the 
development of an effective joint program during the past year. 
The Haitian Government is now making a firm determination of the 
scope or character of its own economic and social program and the 
aspects of the long-term program where United States cooperation 
is desired. 

It is considered to be in the United States interest to develop an 
effective program with Haiti both in the field of technical cooperation 
and special assistance just as soon as possible. An emergency pro- 
gram to complete certain high priority projects has been approved 
and is being implemented. A aie term program will also have 
to be considered at an appropriate time. The long-term program will 
include assistance to access roads, vocational education, rural health, 
water supply, and long-term agricultural credit. 


GUATEMALA 


The fiscal year 1958 program in Guatemala had to wait a determi- 
nation on the part of the new government as to what program or 
programs it intended to carry out. Support for the program has 
been forthcoming and revisions have been mutually determined upon. 
It is our opinion that the fiscal year 1958 funds which have been 
recently obligated and the funds from the previous year whose ex- 
penditure has been delayed, should be sufficient to cover the need for 
United States contributions during fiscal year 1959. 

Thank you, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Atwood, for an informative state- 
ment. 

Mr. Gary. Mr. Chairman, I suggest that the graphs be put in the 
record. 

The first shows the Latin American technical cooperation program, 
fiscal years 1956 through 1959. 
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Mr. Passman. I want to say, which I mean sincerely and with no 
intent to be sarcastic, that I do not know whether to be sorry for the 
witnesses, to be sorry for the members on this side of the table, or to be 
sorry for the taxpayers. Our imagination has certainly led us into 
a lot of dark alleys. A person certainly needs to be an optimist to 
assume that 173 million people are going to correct all the ills of 
the other 2,600 million peoples in 70 of the other 86 nations of the 
world. 

We shall have to let the Congress make the decisions on this. The 
further we go the more shaky I become in trying to wade through all 
of these different requests and the complications attached to them. 


UNEXPENDED BALANCES 


What are the estimated unexpended balances as of June 30, 1958, 
by program in this region ? 

Mr. Murreny. The amount on the military side is estimated at $46.5 
million, and on the nonmilitary side would be $77.7 million, including 
— approved subsequent to the submission of the presentation. 

r. PassMan. Making a total of what amount? 

Mr. Mureny. $124.2 million. 

Mr. Denton. Is that unobligated ? 

Mr. Mureny. Unexpended as of June 30. It would all be obligated 
or allocated. 

Mr. Passman. Does that include the special materiel program ? 

Mr. Morpuy. No, sir. 

Mr. PassmMan. Let’s put it all together. 

Mr. Morruy. May I go off the record a minute? 

Mr. Passman. Yes, sir. 

(Off the record.) 

Mr. Suurr. I can give you the military total, sir, for the Latin 
American regional program, but not including the special materiel 
programs. 

Mr. Passman. I mean the total amount unexpended as of June 30, 
1958. I want the data all together. 

Mr. Suurr. Mr. Chairman, on all of the special materiel programs 
we have no estimate by country or area of that portion of the pro- 
grams which will be unliquidated at the end of any fiscal year. We 
can tell you that we expect it will all be obligated. 

Mr. Passman. I am interested in what is unexpended, because I am 
familiar with the system of deobligating and reobligating if and when 
it appears advantageous to one group or another. So we should like 
to know now the amount of the unexpended balance. 

Mr. Suurr. We have no record of that, Mr. Chairman. 

Mr. Passman. It could be substantial; it could be small. Whatever 
the amount, it will be added to the figure given to us by Mr. Murphy ? 

Mr. Suvurr. We will not be able to do it the way Mr. Murphy has 
been able to do it, sir. You will recall that at the beginning of these 
hearings we said that the special materiel programs assigned to each 
country throughout these presentation books was our best estimate 
as of the time that these books were made up as to what portion of the 
total special materiel program would be assigned to these various 
countries. 
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In the performance of these programs it not only may be but it 
will be that some of these will change. The overall amount will 
remain the same. ’ 

Mr. Passman. What is the overall amount? We shall insert that 
information at this point in the record. This will indicate that funds 
are included for the special materiel programs. 

(The information follows :) 


UNEXPENDED MILITARY ASSISTANCE F'unpbs, LATIN AMERICA 


The unexpended funds for the military programs in Latin America for June 
30, 1958, are estimated at $46.5 million. This amount does not include the un- 
expended funds for the special materiel programs for Latin America because 
no estimates are available on expenditures for these programs by geograhic 
area. These programs amounted $3.2 million in fiscal year 1957 and $5.2 million 
in fiscal year 1958. For years prior to fiscal year 1957, the special materiel pro- 
grams for Latin America were included in the regular country programs. 

The special materiel programs for Latin American for fiscal years 1957 and 1958 
are for spare parts; packing, handling, crating, and transportation; and repair 
and rehabilitation of excess stocks. On a worldwide basis the unexpended funds 
for these programs amount to $126.7 million. 


Mr. Suurr. Mr. Chairman, for Latin America, the special materiel 
programs—— 

Mr. Passman. That is not classified information, is it? 

Mr. Suurr. The total is not classified, sir. For fiscal year 1957 it 
is $3.2 million. 

Mr. PassMan. You can give it to us in total, if you have it added. 

Mr. Suvurr. $8.4 million, sir, for 1957 and 1958. 


UNosBLIGATED BALANCES 


Mr. Passman. Mr. Murphy, back to the region and the items under 
discussion. What amount will be unobligated ? 

Mr. Murpny. At this point, Mr. Chairman, on the nonmilitary side, 
our expectations are that we will have full obligation. 

Mr. WiacieswortH. 1958 or 1959? 

Mr. Murruy. Fiscal year 1958. We would expect, also, at this 
point, that we would fully obligate our 1959 appropriation. 

Mr. Passman. Let us not get into 1959, because you do not know 
what you shall receive. 

Mr. Moureny. Mr. Wigglesworth asked 

Mr. Passman. You may answer his question. But will you repeat 
the amount that you have unliquidated or unexpended ? 

Mr. Murrpny. The total is $124.2 million. 

Mr. Passman. That falls in the same category of the type of pro- 
grams for which you need 12 months’ lead time. 

Mr. Murpuy. That includes the military, where they have—— 

Mr. Passman. Let us limit this to what you are doing here. 

Mr. Murrny. The $124 million is the total including the military, 
and on the military side they estimate $46.5 million. 

Mr. Passman. What portion is military ? 

Mr. Mourpnuy. $46.5 million. 

Mr. Passman. What portion is for the other programs ? 

Mr. Mvurrpuy. The remaining $77.7 million is nonmilitary. 


Mr. Passman. How much do you request for nonmilitary, fiscal 
1959? 
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Mr. Morreny. That is $59.5 million. 

Mr. Passman. Then you are funded for in excess of 2 years on a 

1-year lead time on that part of the program already. 

Mr. Mourrny. No. Fifty-nine times two would be 118, and we 
have only 77. So it may be a year and a third, 15 months. Over a 
year. 

Mr. Passman. What other projects comprise the $59.5 million re- 
quest under economic assistance 

Mr. Murrny. Included on page 10, Mr. Chairman, $59.5 million 
is comprised of $45 million worth of projects, $8.5 million of which 
is under special assistance e and $36.5 million under technical coopera- 
tion. The remaining $14.5 million is the so-called nonproject 
commodity import program. 

Mr. Passman. Of the unexpended balances carried as obligated as 
of June 30, 1958, how old are these obligations, by year? 

Mr. Murrny. Of the $77 million, Mr. Chairman, $7 million would 
be fiseal year 1956 funds, $19.3 million would be fiscal year 1957 
funds, and $51.4 million would be fiscal year 1958 money. 

Mr. Passman. The 1956 funds will be 4 years old when we enter into 
the 1959 fiscal year. What does the $7 million represent ? 

Mr. Morreny. This is fiscal 1958, sir. 

Mr. Passman. We are talking about as compared to fiseal 1959. 
You are carrying this over into fiscal 1959, as obligated. The record 
speaks for itself. Fiscal 1956, $7 million. What does it represent? 

Mr. Murrpny. Most of it, sir, is the cost of training, the trainees or 
participants sent to this country for fairly extended periods some- 
times. The payments of the bills are made currently as the training 
is received. So you have participants where the money was obligated 
in fiscal year 1956. They enter the training course probably about the 
end of calendar 1956, and the bills for their training as they go along 
are represented by the bulk of the $7 million. 

Mr. Passman. What is the average training period of these 
trainees ¢ 

Mr. Sotana. About 8 months. 

Mr. Passman. Why are you still carrying $7 million as obligated 
on trainees where the training period is 8 months and it goes back to 
fiscal 19562 We want a complete breakdown on it. 

Mr. Murreny. We will get it for you, Mr. Chairman. I said the 
bulk of it. Iamsure it isnot all of it. 

Mr. Passman. Let us get the bulk of it. There must be some other 
items. Will you state for the benefit of the committee what the other 
items may be? 

Mr. Mureny. The total of all the money that we expect to have— 

Mr. Passman. I am still talking about fiscal 1956. 

Mr. Mourruy. Well, I think the bulk of it would be accounted for by 
the training items. 

Mr. Passman. I refer to the part which is not in the bulk. Let us 
see what that will represent. 

Mr. Murrny. It would be some contracts for equipment or supplies. 

Mr. Passman. What kind of equipment? 

Mr. Murrny. It could be—— 

Mr. PassmMAn. Please state definitely what it is. 

Mr. Morrnry. I would have to research that, Mr. Chairman, and get 
the information for you. The number of projects in Latin America is 
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quite large. The kinds of materials and supplies which could be used 
on them are variable. To give you the exact content of it would re- 
quire research. It would be equipment and supplies, mostly. 

Mr. Passman. That is quite an old obligation. 

Mr. Murpny. There would be some university contract obligations 
where the university undertakes a contract for 2 or 3 years to work 
with a sister university in Latin America, and the bills are paid out 
as the contract is pxeereies: It is that type of thing, Mr. Chairman. 

Mr. Passman. There is a little bit more slack in this program than 
there would be in our regular agencies here ? 

Mr. Murreny. No, I would not say so, Mr. Chairman. In the uni- 
versity contract situation, for example, if we ask a university to go 
into Brazil and recruit people to set up a school of business administra- 
tion in some Brazilian university, the American university simply 
would be unwilling to undertake such a job unless they could have 
assurance of a 2- or 3-year period to perform, because they have to go 
out and recruit professors, they have to sign contracts with them, they 
must have them on a program. In order to give them that assurance 
we have to sign a contract with them for 2 or 3 years. That naturally 
meanswe have to obligate the money. 

Mr. Passman. This is largely in the technical aid program portion 
of the program ? 

Mr. Mourpny. Yes, sir. I can give you the breakdown on that, 
Mr. Chairman, if you like. 

Mr. Passman. Are you talking about 1957 ? 

Mr. Mcrpuy. As tothe type of money. 

[ think I read it out by years. 

I could give you a breakdown on the type of money. Technical 
cooperation is $26 million of the $77 million. 

Mr. Passman. What is the other? 

Mr. Murreuy. Special assistance would be $35 million. 

Mr. Passman. What do you mean by “special assistance”? For 
what isthat money obligated ? 

Mr. Mureuy. To Bolivia and—— 

Mr. Passman. For what is it specifically obligated ¢ 

Mr. Murrey. Commodity import programs, in large part. 

Mr. Passman. It is an estimate. You do not know whether it will 
equal the amount or be less, is that correct ? 

Mr. Murpuy. These are obligated funds. 

Mr. Taser. What country is it, and for what purpose was the 
money tied up? 

Mr. Mourruy. The special assistance funds are concentrated in 
Bolivia, Chile, and Guatemala. 

Mr. Passman. Will you break it down by countries and in exact 
figures ¢ 

Mr. Murpny. Yes, sir. 

Mr. Passman. How about the $51.4 million for fiseal 19584 What 
is the division there ? 

Mr. Murpny. That would be both technical assistance and special 
assistance. Let me see if I have the breakdown of that. 

No, sir, I do not have that breakdown here, but I am sure I could 
supply that. 
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Mr. Passman. I certainly hope the gentleman can do so. Will 
you endeavor to supply that information and bring it with you to- 
morrow morning? 

Mr. Mourrny. Yes,sir. Iam sure I can. 

(The information follows :) 


[In thousands] 
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ACCOMPLISHMENTS OF PROGRAM 


Mr. Passman. Mr. Atwood, is there anything tangible to show for 
the expenditure of this money, other than a lot of charts and personnel 
and work tables and blackboards in South and Central America? I 
have been in many of the countries, and we have observed a lot of 
fine charts and a lot of fine programs. But with all the taxpayers’ 
money that I have spent on these inspection tours, I have yet to put 
my finger on much more than proposals. 

Have you actually accomplished anything of an observable and 
tangible nature ? 

Mr. Atwoop. Yes, sir, we certainly have. 

Mr. Passman. Will you describe one example, or more if you wish 
to do so. 

Mr. Atrwoop. The accomplishments are really in terms of people 
whom we have trained to increase the production or to improve the 
methods of production in the countries concerned. The agricultural 
programs are perhaps the most outstanding. 

Mr. Passman. What agricultural commodities, and in what coun- 
tries have you increased the yield, and how much per acre have you 
increased the yield? 

Mr. Atwoop. I would not be able to supply that to the committee 
without going to my records, which I do not have with me. 

Mr. Passman. I believe you would not ask this committee to appro- 
priate another dollar for this worldwide technical aid program unless 
you could pin down for the benefit of the committee that there has 
actually been some worthwhile accomplishment other than providing 
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a lot of good jobs to technicians. Will you try to get us informa- 
tion and point out specifically what country, what commodity, how 
many acres, how much you have increased the yield ? 

Mr. Arwoop. I will, Mr. Chairman. In the annex which I did 
make available, which I did not ask to have read into the record, 
I included the accomplishments of the program in selected countries. 
I shall be glad to make it in the form you ask. 

Mr. PassmMAn. Please do this by countries, because we have been in 

one country about as much as another, have we not? Pin the pro- 
gram down, if you will, as to commodities for which production has 
been increased, in what localities, and how much per acre they have 
increased their yield. Give the data in a substantial number of cases 
so we may understand that is the rule and not just the exception you 
are pointing out. Some of us have been trying to find something 
substantial we have made out of this program, other than a lot of 
jobs. 
Mr. Arwoop. I shall be glad to do that, Mr. Chairman. I should 
like to point out, however, that in settling over 2,000 people in the 
western areas of Guatemala, in setting up 2,000 families who are 
self-supporting and able to carry on their program, we feel that that 
in itself is a tremendous contribution. 

Mr. Passman. What type of program which you have set have they 
been able to continue ? 

Mr. Arwoop. A substance agricultural program. 

Mr. Passman. What commodities are they producing ? 

Mr. Arwoop. They are raising the regular vegetables and their own 
beans, corn, and materials which they eat. 

Mr. Passman. Where do you obtain your statistics on this? 

Mr. Arwoop. We have the reports from the field. I do not have 
them available here. 

Mr. Passman. Please make them available for study by the com- 
mittee. 

Let us know how much we spent to bring about the production. It 
may be that we shall find we could produce it here and send it down 
free at much less cost than they are able to produce it with our money 

(The information follows :) 


For the Mutual Security Program being carried out in Latin America, the 
cumulative figures shown in the fiscal year 1959 congressional presentation (and 
also stated by Mr. Murphy in his testimony) begin with and include fiscal year 
1952. In the years prior to that time the program was carried out under the 
Institute of Inter-American Affairs. Beginning in fiscal year 1941 through fiscal 
year 1951 the total amount utilized in the ITAA technical cooperation program 


was $94 million. 

Mr. Passman. Has any part of the aid budget for fiscal 1958 began 
shifted from military to economic purposes, or vice versa, in this 
region ? 

Mr. Murpny. No, sir. 


USE OF DEVELOPMENT LOAN FUND 


Mr. Passman. To what extent do you propose to use the Develop- 
ment Loan Fund in Latin America, if you have such a fund, after 
this year? 

Mr. Murrny. Sir, we do not program the Development Loan Fund 
by country in advance. 
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Mr. Passman. That is what you told us before. It is mentioned so 
often, I thought maybe you had possibly 
Mr. Murry. I « can say, Mr. Chairman, that the Latin American 
countries, by and large, do meet the definition of underdeveloped 
countries, and if they should submit applications for loans-and meet 
the criteria of the act, they would be considered and perhaps ap- 
proved. To what extent, in advance it is impossible to say. 


Mr. Passman. Have the letters of solicitation gone out yet? You 
used some other word. 


Mr. Mourrny. We use “letters of advice.” 

Mr. Passman. Do you have any letters of advice going out ! 

Mr. Murpuy. Yes, sir; we have. 

Mr. Passman. To what countries? 

Mr. Mureny. I know one at least went out to Honduras, and in 
that particular case the loan agreement has been negotiated and signed. 
That was for a road project. 

Mr. Atwood probably could add to that. 

Mr. Arwoop. The letter of advice has gone out on a road project in 
Paraguay for $2.5 million. Those are the only two that I know of 
which have been finalized. 

Mr. Passman. It has been stated repeatedly that this is a soft cur- 
rency deal and the conditions under which repayment will be made. 

I think, Mr. Murphy, early in the hearings you said you had one 
request from an indiy idual who wanted to repay the money in dollars. 
Will you state for the record the name of that individual and the 
country, and the business he proposed to undertake ? 

Mr. Morrny. Sir, I am not prepared todothat. I said at the time 
that I thought there was at least one project under consideration. 

Mr. Passman. Do you know whether or not it is true ? 

Mr. Mvurpuy. I still think that is the case, and I shall be glad to 
check it, Mr. Chairman. I cannot say positively which one it is. 

Mr. Passman. That is an individual wanting to borrow money, not 
a country ¢ 

Mr. Murrny. It may be a government, sir. I do not know. 

Mr. Passman. It isin doubt at this point. 

Mr. Arwoop. Is this the Development Loan Fund? 

Mr. Murreny. Yes. 

Mr. Passman. I shall not ask the gentleman to worry himself trying 
to think of the name at this time. Will you provide the information 
for the members of the committee ? 

Mr. Moureny. Yes. 





APPLICATIONS FOR DEVELOPMENT LOANS 


Mr. Gary. How many applications for development loans do you 
have from Latin America / 

Mr. Atrwoop. I do not have the figures here, Mr. Gary. I think the 
figure is over $100 million in applications from Latin America at. the 
present time which are under active consideration. 

Mr. Gary. Will you please give us the number and the amount ? 

Mr. Atwoop. I shall be very happy to. 

Mr. Anprews. Would the gentleman permit this request at this 
point? Also furnish the type of projects for which the loans are to 
be made. 

Mr. Gary. The type of project and the distribution according to 
countries. 
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(The information requested follows :) 


DEVELOPMENT LOAN FUND 


Status of loan proposals—April 16, 1958—summary 


Loans approved (detail in attachment A) __--___-___________--_. $126, 650, 000 
Loan. agreements signed.........__......._____ None 
Earcers Gf SCtive eGee.. wk ee ee $75, 000, 000 
Letters of advice pending___________________ 51, 650, 0€ 
Proposals under consideration and on hand_._____-_--.___-__- __ 1, 607, 484, 000 
Funds administratively earmarked (detail in 
i a a $25, 000, 000 
Other proposals under review and on hand 
(detail in attachment C)_.........._______-_ 1, 582, 434, 000 
Total loans approved and proposals under consideration and on 
IS china etnias tecdenats ied Se et bee Ee 1, 734, 084, 000 
Proposals no longer under consideration (detail in attach- 
SERGE ee teceee nas Be a aes a eens ee mi OS 228, 966, 000 


Notp.—Confidential details included in attachments A, B, C, and D have been filed 
with the committee. 


Mr. Denton. Did you not approve projects in the last few days in 
Latin America that you sent up to the Foreign Affairs Committee? 

Mr. Arwoop. That was not under the Development Loan Fund, 
T think. 

Mr. Murrny. There was a loan agreement actually signed in Hon- 
duras under the Development Loan Fund. 

Mr. Denton. Did you not bring that up for about $200 million 
obligated. 

Mr. PassmMan. $125 million was the last figure you gave us. 

Mr. Murrny. The estimated obligations as of June 30 were $125 
million. I think you are referring, Mr. Denton, to the earmarkings, 
which at the end of last week totaled $215 million. 

Mr. Passman. You stick with the $125 million obligation as of 
June 307 

Mr. Murruy. Yes. 

Mr. Passman. The unobligated being $175 million under the de- 
velopment loan program ¢ 

Mr. Moreny. Yes, sir. 

Mr. Denton. What was this figure referred to the Foreign Affairs 
Committee in the last week ¢ 

Mr. Mourprny. I imagine it was the notification, sir, required by 
the act, of the loan agreement that we entered into in the case of 
Honduras. 

Mr. Denton. Just. Honduras? 

Mr. Murpnuy. Yes. Under the act we are required to advise Con- 
gress as each loan agreement is negotiated. I believe the Honduras 
notice did come up. It was within the past week or 10 days. 

Mr. Forp. Did you say you negotiated or actually consummated 
the agreement ¢ 

Mr. Mureny. Consummated. 

Mr. PassmMan. These applications are no more than if an individual 
should apply to his bank for a loan. The request is to be considered. 
Is that correct ? 

Mr. Mvurpny. That is right. 
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Mr. Passman. They might all be turned down, or they might not 
be turned down. 

Mr. Murruy. We know, of course, that they won’t be turned down. 
For example 

Mr. Passman. I should think you are just about right there, ac- 
cording to the record of this program. 

Mr. Wicctesworrn. You mean they will not be all approved. 

Mr. Murruy. On I believe Friday evening, the loans that had 
been approved by the Loan Committee and had been earmarked for 
loans were $215 million. 

Mr. Passman. Some of those checks might not be drawn for 2 or 

3 years? 

‘Mr. Murrny. That is right, some of them are long-term projects. 

Mr. Passman. The checks might not be drawn for several years? 

Mr. Mureny. The complete loan would not be disbursed. 

Mr. Passman. That is what I am trying to establish for the record. 
That is nothing more than a commitment at this time. 

Mr. Mourpuy. Sir, I do not want to leave you with the impression 
that there would not be any disbursements. 

Mr. Passman. I did not say there would not be any disbursements. 
But I do say that some of these loans, some part of them, may require 
years before they are disbursed. 

Mr. Murruy. That is right. Some are long-term projects. 








AID TO LATIN AMERICAN COUNTRIES SINCE 1948 


Mr. Passman. How much aid of all types has the United States 
given to countries in this region since July 1, 1945? 

Mr. Murrpuy. There again, sir, I have data which starts with the 
commencement of the Marshall plan i in Europe, April 3, 1948. I do 
not go back to 1945 in this book. 

Mr. Passman. I believe it is the ICA which issues the bluebook 
every year, showing the totals. 

Mr. Murruy. That is the Department of Commerce, sir. 

Mr. Passman. Do you happen to have one of those books? 

Mr. Murrny. No, I do not have one of those here. I have the 
eumulative since Apr ‘ 3, 1948. 

Mr. Passman. Give that data to us, then. 

Mr. Mourpny. Through June 30, 1958, on the military side, $194.6 
million; and on the nonmilitary side, $327.4 million. 

Mr. Passman. Making a total of what amount? 

Mr. Mureny. $520 million, sir. 

Mr. Passman. Mr. Atwood’s statement indicates that in 1942 the 
technical cooperation program was made up entirely of United States 
technicians. Maybe Mr. Atwood could tell us how much our total ex- 
penditures have been in the technical cooperation program since 1942. 

Mr. Atwoop. I do not have that available, but I can give it to you. 
They come under the program of the Institute of Inter-American Af- 
fairs, which started in 1942. I can get those figures up to the figures 
that Mr. Murphy has just given to you. 

(The information may be found in the appendix on pp. 1554 et seq.) 

(Off the record.) 





1113 


ACTIVITY IN DEVELOPMENT LOAN PROGRAM 


Mr. Passman. On the development loan program, you have been 
making a lot of progress and a lot of midnight oil has been used? 

Mr. Murpuy. Yes, sir. They have been very active. It is a new 
program. 

Mr. Passman. I understand. 

Mr. Morey. Any new program getting underway requires a lot 
of new policy decisions, and so forth. They got their money appro- 
priated early in September last year, and they had to set up their 
whole organization. 

Mr. Passman. I am speaking of more recent days and weeks. There 
has been a lot of activity in this particular division? 

Mr. Murpny. Sir, if you are implying a rush to get a figure by the 
end of the year, I would say, “No.” This money is appropriated until 
expended. They do not have the June 30 deadline to worry about. 

Mr. Passman. But you are looking for an additional appropriation 
for fiscal 1959. 

Mr. Moreuy. Off the record 

Mr. Passman. Let this discussion be on the record. Maybe it deals 
with the great amount of work which has been put forth on this. 

Mr. Denton. I would like to see a list of these projects, myself. 

Mr. Murreuy. We can certainly supply them to the committee, Mr. 
Denton. The problem is printing them publicly. 

Mr. Passman. The cadet booklet in the section on Paraguay states 
that considerable work also will be required in the planning and re- 
view of applications on development loans. Does this mean you are 
soliciting applications for the development loan funds and helping 
in the preparation of applications ¢ 

Mr. Murreny. No, sir. The former, no. The latter, yes. In many 
of these countries, in their underdeveloped state—— 

Mr. PassMan. You say in the latter, yes. 

Mr. Moureny. We are not soliciting applications. 

Mr. Passman. You are not officially soliciting them ? 

Mr. Mureuy. We are not soliciting applications—period. 

We assist countries where they request it in the technical details of 
the preparation of a particular application. 

Mr. Passman. Let us consider Paraguay, trade and investment: 

United States assistance in this field is aimed at the pressing need for sound 
fiscal policy and economic planning, helping the Government in Paraguay and 
private business groups in their efforts to encourage private investment, both 
foreign and domestic, to develop the country’s industrial potential. Consider- 


able work will also be required in the planning of applications on development 
loans. 


That is just about as direct a quote as I could make to indicate 
that you are helping them. 

Mr. Murreuy. I would not back away from that at all, Mr. Chair- 
man. I said we were not soliciting applications. You asked me two 
questions: Were we soliciting applications, and were we helping them 
in the development of applications ? i 

Mr. Passman. I suppose there is a word other than “soliciting” 
which would apply, and would mean substantially the same thing, 
though. 

Mr. Murpny. I can only answer your questions. 
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Mr. PassMan. It is a matter of opinion. If you go out and state, 
“We have certain money available and we are here to help you fill 
out an application blank,” that could be technical advice or I might 

vant to call it solicitation. I think this would be a matter of opinion. 


POLICY ON ACCUMULATION OF SOFT CURRENCIES IN LATIN AMERICA 


Mr. Secretary, what is the policy on the further accumulation of 
soft currencies 1n this region ? 

Mr. Snow. The Public Law 480 type of loan 

Mr. Passman. Or the Development Loan Fund. What is our 
country’s policy with respect to the amount of foreign currencies in 
this region that we could safely hold in our possession ¢ 

Mr. Snow. I have not seen any figure on any total amount beyond 
which it would be unsafe to go, if that is what you mean. 

Mr. Murpny. The grand total of local currencies of all types which 
are expected to be unexpended in the Latin American region as of 
June 30, 1958, Mr. Chairman, is $61,871,000. 

Mr. Passman. How many countries does that amount cover ? 

Mr. Morreny. That I would have to get out of my briefcase. I can 
give you the types of currency at the moment. If you will give me the 
time. I will 20 count the countries. 

The currency consists of $5,700,000 worth of United States-owned 
currency generated under the mutual security program, $5,700,000 
worth of counterpart owned by the other: 

Mr. PassMAn. Please insert that information in the record. 

(The information referred to follows :) 








Sources of foreign currency 


Mutual security program (United States owned) __- 


SRDS ook acct te eG ae ee cSiisis Sets 6 
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Mr. PassMANn. We are interested in knowing the total of soft cur- 
rencies that we own. 

Mr. Murpny. I just gave you that sir, $61.8 million. 

Mr. PassMAN. Tell us what countries this currency is in. 

Mr. Moreny. That I will look up. 

(The information follows :) 


{In millions of dollars] 


Argentina —____-- Ss Ed aa lhe a a cA Sale ea ae bleed dias A hs a 9 
II Fh 8 SOE ns So. escheat akin dans asi I ae tind Selsaa ap Minato ik ages tice seaannas aman 9 
so a iiss Aaa a Oe a ee ees eee 2 
eee a ble alba alain aE iad eee Ee culaamtlh Llgtldabeteke Stain. 23 
To  wsanidc seamesan eo mumsnet sisinieesliinanarcae eel ial ee iE ee hie, See trae 2 
Guatemala —__--- le ll ached Si cappeasnan nelle Aipaiatie kangitadisdeteimeaamdiareele: some = 
RR aoa in Cache athints oainerw ben akit Sali tale te 1s sce ie eb Ae acaahan a molmdichiaspea ch 13 
Un anche os ied re itp hembra ghee pee ms eae ee desea alice naiearniai 2 

TIN cc cincritssn trpicanen init ter wnvnn peep pee Rea Ait ER, aaa id ee ee 62 


Mr. Passman. I wonder if any of you are in possession of informa- 
tion as to our country’s policy as to what would be the limit on the 
amount of foreign currencies of the South and Central American 
countries that we should own 
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Mr. Snow. I am not in possession of any sound information on 

that, Mr. Chairman, 
(Off the record.) 

Mir Morpny. I find that I do not have the table which shows the 
country detail, but I have it in my office and can supply it. 

Mr. Passman. I wonder if the distinguished Comptroller could state 

for the record if our Government has any policy as to the limit of the 
amount of soft currencies that we should own in the region under dis- 
cussion. 

Mr. Murrtty. I tried to cover that before, Mr. Chairman. I am 
aware of the fact that my answer was not satisfactory. The only 
general statement you could make about this is that the United States 
Government certainly agrees that there is a limit to the amount of local 
currency of any one of ‘these countries which it should own. To say 
precisely what that limit should be would be dependent upon economic 
factors which bore on the situation at any given time. It would be 
variable. 

I would say that certainly $61.8 million worth of local currencies 
in 20 American Republics is not a dangerous situation at this point, 
Mr. Chairman. 

Mr. Pissman. Somewhere along the line there must have been some 
discussion about this policy. I hope that we are not just groping 
around in the dark all over the world, accumulating these soft cur- 
rencies. There is bound to have been some discussion in the top 
echelon about limitations for each nation. 

Mr. Murruy. We do not sit down and go through an exercise which 
says in country X what is the maximum amount of local currencies 
the United States may own without doing violence to its interests. 

Mr. Passman. The law fixes a limit upon the amount of money that 
every small bank and every large bank in America may lend to any 
one customer. To their customers they say, “This will be your line 
of credit.” I am wondering if it would not be sound practice some- 
where down the line to state that we are willing to go to a certain 
point but beyond that we cannot go. 

Mr. Murprry. I do not think the analogy is good, Mr. Chairman. 

Mr. Passman. I am expressing my opinion that there should be 
some limitation. This committee is trying to find out*what the lim- 
itation should be, because we are being asked to appropriate money 
which will be repaid, if it is repaid, in soft currencies. I think the 
committee is entitled to know if you have engaged in any discussion 
of what the limit may be per nation or worldwide. The total is now 
approaching $2 billion worldwide. There has either been discus- 
sion of this matter or there has not been disenssion. 

Mr. Mourrny. I was about to say, Mr. Chairman, that the analogy 
to the banks’ placing a limit on the amount:they will lend is not quite 
an accurate one, because the banks do not have a limit on how much 
deposits they will accept. 

Mr. Passman. But they do on the amount of loans they accept. 

Mr. Murrny. You were asking me how much was the limit of local 
currency of a country that the United States could own. 

Mr. Passman. You called the transactions loans. Instead of re- 


paying us in dollars, they are to make payment in soft currencies for 


goods and services received. I want to know whether or not there 
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has been any discussion as to the total, overall and by nation, of a 
limit to the amount of these currencies we should accept. 

Mr. Murrpny. There certainly is an awareness in the executive 
branch that with respect to any given country there is a limit beyond 
which we would not want to go in the matter of ownership of their 
currency. 

Mr. Passman. What is that limit? 

Mr. Moreny. That is an answer that would have to come about, 
sir, by an economic analysis in the country that you are interested in. 

Mr. PassmAn. Have you made such an analysis of any of the coun- 
tries? 

Mr. Murrny. Let me say that in our day-to-day business as we go 
along generating local currencies and keeping in mind the purposes 
for which it is used, we have not yet come across an instance where 
the amount of local currencies generated was of such magnitude as to 
cause the executive branch concern about either owning it or lending 
it. 

Mr. Passman. In effect, at the present time there is no limit? 

Mr. Mourrny. I would say there is a limit, but in no country in 
which we are involved have we approached it. 

Mr. Passman. There is no fixed limit? 

Mr. Murpny. No, sir. We have not a magic figure for any coun- 
try which says X is the figure beyond which we will not go. 

Mr. Passman. I am not thinking about a magic figure. I am talk- 
ing about sound business practices. You do not know of any instance 
where a limit has been fixed ? 

Mr. Murruy. No. I think the best you could say on that, sir, is 
that the resources with which we have to work are limited. Public 
Law 480 has a ceiling on it. The Mutual Security Appropriation Act 
has a ceiling. The dev elopment loan fund appropriation has a spe- 
cific ceiling. So there is a limit fixed by law beyond which the United 
States Government cannot go. 

Mr. Passman. Of course, that is fixed each year. But each year 
you ask for new appropriations. I am sure you understand what I 
am trying to find out: Whether or not there has been discussion in 
the executive branch as to the total amount of soft currencies that 
our Nation could safely own, and applied to any particular nation, 
whether or not there is a limit to the amount of that nation’s local 
currency we could safely own. 

Mr. Murrny. Mr. Smith told you that he has hired three busi- 
nessmen to make a study on this local currency problem and to make 
recommendations as to policies and procedures with respect to the 
handling of it. So, you can certainly say that there is a discussion of 
it and a study of it. We have not set any limit for any individual 
country and said, “We will not go beyond this amount as of this 
point.” 

Mr. Passman. I am sorry that I could not get that answer earlier. 
That is exactly what I was trying to find out. 


ANALYSIS OF EXPENDITURES AND OBLIGATIONS 


How do actual expenditures for this region through March 31 com- 
pare with the estimates for the full fiscal year of 195 98, both military 
and economic ? 
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Mr. Mourreny. I have April 30 expenditure data. 

It indicates that our estimate of expenditures for fiscal year 1958 
is going to be realized approximately. We had actually spent in the 
first 10 months on the nonmilitary side, $51.5 million against an esti- 
mate of $64 million. 

We now figure that our actual turnout will be about $62 million by 
the end of the year and we are about within $2 million of the estimate. 

Mr. PassmMan. Percentagewise, is that a better record than that in 
previous years for the region ? 

Mr. Murruy. I would say yes, Mr. Chairman. 

Mr. Passman. Is there any reason for the expenditures this year 
being ahead of the rate in prior years, percentagewise ? 

Mr. Murer. Yes, sir. In any program as you develop and go for- 
ward with the implementation of it, if you keep the level of it approx- 
imately the same or rising, it more or less follows that the expenditure 
level will reach eventually the level of aid. 

In Latin America, that is a classic example. That is what has been 
happening, expenditure levels have been rising. 

Mr. Passman. What was the amount of the unliquidated balance 
on June 30 under the MAP program for the Latin American region ¢ 

Mr. Gary. Mr. Chairman, may I interrupt to say that Mr. Shuff 
is leaving in just a few minutes? Before he leaves, I wonder if he 
could give us some of the background of this military aid for Latin 
America. 

Mr. Passman. Certainly. He also has an assistant here who was 
going to answer questions, but if he would like to make a statement, 
we shall be pleased to hear it. 

Mr. Suurr. Thank you, Mr. Gary and Mr. Chairman. 

The specific answer to your questions is $43,438,000, Mr. Chairman. 

Mr. Passman. What are the estimated obligations for fiscal. year 
1958 ¢ 

Mr. Suurr. I do not have that with me today. I can supply that 
for the record tomorrow. 

You said “obligated” ¢ 

Mr. Passman. What are the estimated obligations for fiscal year 
1958 ¢ 

Mr. Suurr. $33,871,000, which is the whole program, sir. You will 
recall that we said the only unobligated portion of the year 

Mr. Passman. What is the total available in 1958 for expenditure? 

Mr. Suurr. That would be the 2 figures that I gave you added 
together, or $77,309,000. 

Mr. Passman. What is the estimate for expenditures in fiscal year 
1958 ¢ 

Mr. Suurr. $30,810,000. 

Mr. Passman. At that rate of expenditure, how long would the 
funds available in 1958 last ? 

Mr. Suurr. At the rate of expenditure there, something in excess 
of 2 years. 

Mr. Passman. I have computed it at 214 years. 

Mr. Suurr. I think that is probably right, sir. 

Mr. Passman. That is about 6 months more than the pipeline, in 
the way of lead time? 

Mr. Murrny. That includes fiscal year 1958, of course. 
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Mr. Taser. That is what you had to start with, a 214-year figure 
on the basis of the start of the year 1958? 

Mr. Mourpuy. That is right. 

Mr. Passman. $77,309 ,000 and at the rate of expenditure of $30,- 
810,000, it meant that you had a 30-month supply of funds at the 
beginning of fiscal year 1958? 

Mr. Srorr. That is correct. 

Mr. Taper. It is 214 if you start at the beginning of the fiscal year. 

Mr. Passman. At the beginning of the fiscal vear you had a 214- 
year supply of money, based upon the obligations at the rate of 
$30 810.0002 

Mr. Suourr. Yes, Mr. Chairman. 

Of course we figure our pipeline at the end of a fiscal year as to 
what we take over into the next year, because at that time we do not 
know what the Congress is going to appropriate. 

That is done at this juncture in the year. We know what it has 
appropriated for 1958 and we are obligatine—— 

Mr. WiceiEswortH. So you call your pipeline a year and a half? 

Mr. Suurr. Yes, sir. As we have said, it is an 18-month pipeline 
we onerate with at the end of a fiscal year. 

Mr. Passman. At the rate of expenditure to begin a fiscal year, 
in this case 1958, you did have a 30-month supply of money? 

Mr. Suurr. That is correct. 

Mr. Passman. Gentlemen, Mr. Shuff is'going to have to leave. 


PURPOSE OF MILITARY PROGRAM 


Do you have anv questions you wish to ask him before his able 
assistant comes to the table? 

Mr. Gary. I would like to ask him to give us a little background 
on the nurpose of this military program. 

Mr. Suorr. All right, sir. 

The purpose of the military program in Latin America—and an- 
ticipatine a question that Mr. Denton has asked several times con- 
cerning the internal security angle of all of these programs—this is 
one of the stens toward a orester resnonsibility that we feel that these 
countries have in our national security interests and in their national 
security interests. Or, to put it in one term, the hemispheric security 
interests. 

Mr. Gary. We recognized that many years ago by the adoption of 
the Monroe Doctrine in this country. 

Mr. Suurr. That is richt, sir. 

Later, with the Rio Pact, this makes in some measure a cohesive 
whole with the hemispheric defenses as the ultimate aim. Mr. Chair- 
man, 2 little while ago you asked what the economic program had 
done for this area of the world and I wonld like to suggest that the 
military program has done some pretty definite things in this area. 
We hove helned to bring into being, train, and support, some 20 
battalions of »rmv forces; about 81 naval vessels; we have done the 
same thing with about 21 air squadrons and some 18 antisubmarine 
warfare patrol-type aircraft. 

Perhaps the rest of this should go off the record. 

(Discussion off the record.) 
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Mr. Suurr. The biggest country in this area is Brazil which 
occupies almost aan the land mass of South America. A major 
portion of our assistance goes to Brazil and I think that in terms of 
the whole area in country programs, we are about on the level that 
we were last year. We are just about on the level. As a matter of 
fact, a little less than the level we were on last year. 

We are at a little less than the level we were on last year in the 
special materiel programs with the exception of one country where 
we are just about on the same level. 

Off the record. 

(Discussion off the record.) 


MATERIAL SUPPLIED FROM INVENTORIES 


Mr. Taser. How much of the boats, planes, guns, tanks, or any- 
thing else that is supplied to these people come off the shelf? In 
other words, how much of it is material that we have in surplus? 

Mr. Suurr. When you say “surplus” you mean what, inventory ? 

May we say inventory ? 

Mr. Taser. Yes. 

Mr. Suurr. Mr. Taber, I would take an educated guess and I would 
think that probably 75 to 80 percent would come out of inventory in 
this program. 

Mr. Taper. That means that we do not need, for that 75 or 80 per- | 
cent, a very substantial carryover ¢ i 

Mr. Passman. Gentlemen, we are going to have to excuse Mr. Shuff. 

He has an appointment with the Secretary of Defense. 
Mr. Suorr. Thank you, sir. ji 
However, may I just endeavor to satisfy Mr. Taber’s question ? | 
Mr. Passman. Yes; please do. 
Mr. Suvurr. Mr. Taber, what Mr. Ford referred to a while ago is not . 

exactly what you are asking. There is no charge for the excess that | 

| 
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goes to this program, but, Mr. Taber, what you asked specifically was 
what part came out of the ee I said 75 to 80 percent. This 
does not mean that you can just reach up on the shelf and take it down 
and send it, because I think, as we have said before, all of these things 
have to be rehabilitated. You just do not take them off a shelf and 
a tag on them saying “To Brazil” and ship them. They have to 

e phased into the Army’s regular rehabilitation program. MAP 
does not get any special consideration. MAP requirements are sched- 
uled in with their own troop rehabilitation requirements that go to 
Italy, Turkey, or to anyplace else in the world. 

Mr. Taber, overall we still maintain the requirements for an 18- 

month pipe line. 


VALUE OF DELIVERED MILITARY EQUIPMENT TO LATIN AMERICA 


Mr. Passman. May we state for the record, if the information is 
not classified, the amount of military equipment that goes to the Cen- 
tral and South American countries, and also the acquisition costs ? 

Mr. Suurr. We can give you that. 

Mr. SHaw. The estimated value of deliveries to Latin America 
through June 30, 1958 is $148,126,000. 


25164—-58——_71 
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Mr. PassmMan. Over how long a period ? 
| Mr. Suaw. Since the start of the program. 

Mr. PassMan. We refer to these countries as the 21 republics—that 
is all of the nations in Central and South America, is it not? 

Mr. Suurr. Including the United States. 

Mr. Passman. What aretheother20? There are 20 Central and 
South American countries besides the United States. 

What is the population of those 20 countries ? 

Mr. Snow. About 180 million. 


TOTAL AID TO LATIN AMERICA SINCE BEGINNING OF PROGRAM 


Mr. Passman. Mr. Murphy, what is the total aid extended to this 
$180 million in the 20 South and Central American countries under 
this program ? 

Mr. Mourpny. $520 million since the date our records start. 

Mr. Passman. That is a small sum compared to what we have 
given some of the Middle East and the far eastern countries? 

Mr. Morrny. Yes, sir. 

Mr. Passman. I am thinking of 1 little country out in the Far 
East with a population of about 2 million. Our aid to that nation 
alone in a fewer number of vears has exceeded $200 million. 

Mr. Murpny. Yes, sir. The amount of aid varies with the objec- 
tive involved. In Latin America, our program has mostly been a 
technical cooperation program, long range. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


STATUS OF FUNDS FOR ECONOMIC ASSISTANCE PROGRAM 


Mr. Passman. What was the unliquidated balance on June 30, 1957, 
under the economic assistance program to the Latin American region ? 

Mr. Mourpuy. $67.828,000. 

Mr. Passman. What are the estimated obligations for fiscal year 
1958 ? 

Mr. Morpny. $62,300,000 in the book, Mr. Chairman. There may 
have been some changes. 

Mr. Passman. What is the total available in 1958 for expenditure? 

Mr. Moureny. $130,128,000. 

Mr. Passman. What is the estimate for expenditures in fiscal year 
1958 ? 

Mr. Murrny. $64,660,000. 

Mr. Passman. At the beginning of fiscal year 1958 at that rate of 
expenditure you would have had funds available for slightly more 
than 2 vears? 

Mr. Murrny. Yes, sir; just about 2 years. including fiscal year 1958. 

Mr. WiceteswortH. With a pipeline of $74 million ? 

Mr. Morpny. That is right. At the end of the fiscal year 1958, our 
pipeline would be just about 1 year at that rate. 


ANALYSIS OF “MISCELLANEOUS” 


Mr. Passman. On page 2 of Mr. Atwood’s statement, under the 
item of “Miscellaneous,” you show $3,390,000. That is quite a large 
item to be carried as “Miscellaneous.” 


—-. 
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Could you give us a little background as to what you mean by 
“Miscellaneous” ¢ 

Mr. Arwoop. Yes, sir. , 

Under “Miscellaneous,” you have United States technicians making 
up about 22 percent; your contract services make up about 2 percent; 
commodities make up about 16 percent and the other costs which are 
local personnel, local travel, transportation, supplies and materials, 
equipment, communications, make up that 54 percent. 


NUMBER OF EMPLOYEES 


Mr. Passman. If we may now go to the first page of Mr. Atwood’s 
statement, the second paragraph, the second to last line, he says: 


* * * of approximately 900 United States technicians directly hired. 
Then on page 4 he says: 


* * * today it is a program with a total of 28,363 employees, of which approxi- 
mately 1,000 are United States nationals. * * * 

I am a little confused there, because of the reference to 900 in one 
place and then 1,000 in another. 

What is the difference ¢ 

Mr. Murreuy. The difference represents employees hired under 
contract. Nine hundred of the technicians are direct-hire employees 
and the additional 100 would be contract employees. 

Mr. Passman. Youstated: 

On the basis of our experience, including the use of the Smathers amendment 
funds appropriated last year * * *. 

What do you mean by that ? 

Mr. Murreuy. That is the special provision in the Authorization Act 
of fiscal year 1957 which provided $15 million for loans to the Latin 
American countries for projects of various types. 

Mr. Passman. Off the record. 

(Discussion off the record. ) 

Mr. Passman. That is being handled now as a separate loan pro- 

am ¢ 
ia Moreny. That was 1 year only and it was obligated in 1957. 

Mr. Passman. Has it all been obligated ? 

Mr. Murrnuy. Yes. It was not repeated, Mr. Chairman. They 
participate now in the development loan fund. 

Mr. Danes Cannot this, for the sake of administration and simpli- 
fication, be considerated with the development loan fund? 

Mr. Murruy. It could, Mr. Gary, if there were any of it which 
had not been used. Actually, it was all obligated in fiscal 1957. There 
were loan agreements negotiated and so—— 

Mr. Gary. What I am inquiring about is the administration of 
~ loan. Cannot the Development Loan Company administer that 
oan ¢ 

Mr. Arwoop. It is being administered by the Export-Import Bank 
under legislation in fiscal year 1957. 

Mr. Gary. That is fine. If it is being administered by the Export- 
Import Bank, it is being well edministered. I just did not want to 
see some separate organizations set up to administer a $15 million loan. 

Mr. Arwoop. No, sir. 
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QUESTION AS TO SUCCESS OF TECHNICAL COOPERATION PROGRAM 


Mr. Passman. Mr. Atwood, on page 2 you told us that our Latin 
American neighbors are now facing serious economic and political 
problems. Does this speak very well for the success of the technical 
cooperation program that you have carried out there for 16 years? 

Mr. Arwoon. If the technical cooperation program could settle 
all economic problems, I would agree with you. 

Mr. Passman. That is a purpose, is it not? 

Mr. Atwoop. No, sir. It is to demonstrate and train people in 
Latin America in order to do a better job. 

Mr. Passman. If you train them to do a better job in industry 
and a better job in agriculture, do you not think that with 16 years 
of experience they should have made some progress, and that the 
serious economic and political problems now existing should have 
been alleviated to some extent, had this program accomplished what 
was hoped for it? 

Mr. Atwoop. It has not accomplished all of the things that we 
would certainly wish. The point is that the technical cooperation 
program has brought about a tremendous increase in the productivity 
of Latin America as shown by the increasing gross national product 
in these countries, but it has not prevented serious economic problems 
caused by conditions out of the hemisphere. 

Mr. Passman. Mr. Atwood, you told us that many of the projects 
might better have been left to private enterprise, both local and 
foreign. 

Does this statement refer to the projects carried out under the 
technical cooperation program ? 

Mr. Atwoop. It does not. 

Mr. Passman. To what projects does it refer ? 

Mr. Arwoop. It refers to government operation of steel mills and 
government operation of public utilities and railroads, as well as 
government operation of cement plants and government operation 
of other things. 

Mr. Passman. You are speaking generally of socialism. I think 
we should probably be in agreement by saying that refers to those 
things owned and operated by the government? 

Mr. Atwoop. By those governments. 

Mr. Passman. That is, the recipients of this program ? 

Mr. Atwoop. They have borrowed money there to carry out these 
projects where perhaps private enterprise could have carried them 
out, which would have allowed them to use their money for other 
purposes. 

Mr. Passman. Do you see any trend in that direction ? 

Mr. Atwoop. I think that in general throughout Latin America— 
which is a very dangerous statement to make for 25 different coun- 
tries—that there is a trend toward more use of private enterprise, 
both foreign and local. 

Mr. Passman._ Let us consider the telephone systems and other op- 
erations now in the realm of socialism. 

Do you know of any which have gone out of that category recently 
or since you have been there, any of these which the government has 
transferred to private enterprise, such as railroad companies or tele- 
phone companies or anything else? 
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Mr. Arwoop. I do not think of one right now. 

Mr. Passman. Thank you, sir. 

Mr. Atrwoop. But a lot of the new industries that have come in 
have been private. 

Mr. Passman. I am speaking of the large industries, such as tele- 
phone companies, railroad companies, and others of that type to 
which we are contributing, if not directly at least indirectly, that 
still are owned by the government. 

Do you know of any of these that the government has turned over 
to free enterprise ? 

Mr. Atwoop. No, not actual industries, but increased operations 
in certain industries have been approved. 

Mr. Passman. If you had a Tassnlon farm, I can understand that, 
but I am speaking of telephone companies, railroad companies, other 
utilities, and the like, that are operated on a state basis. They are 
still within the government ? 

Mr. Arwoop. As far as public utilities are concerned, I think that 
statement is correct. 


EFFECTIVENESS OF DEVELOPMENT LOAN PROGRAM 


Mr. Passman. In discussing the possibilities of long-term loans 
to finance development in the neglected fields of economic and social 
development you say: 


* * * The effective results of the total program could be multiplied manyfold. 


Are you prepared to tell the committee what such multiplication 
might cost the United States in foreign aid ¢ 

Mr. Atwoop. As far as the technical cooperation program is con- 
cerned, it would not cost the United States Sodiendess anything. 

Mr. Passman. What else would you have it say? That is a part of 
your statement on page 6. I know that we shall be asked questions 
about it. 

Mr. Arwoop. I am referring to the type of project of which I could 
give you as an example, Mr. Chairman, where a demonstration pro- 
gram has been set up in Paraguay. That. is a demonstration in the 
field of vocational education. The technical cooperation program has 
set up a school and trained teachers to carry on the program. If the 
Government of Paraguay were able to build, either from its own re- 
sources or through borrowing, five more vocational schools, it cer- 
tainly would multiply the effectiveness of the vocational educational 
program in Paraguay and would not require an increase in the tech- 
nical cooperation progrem. 

If the Government could do this under a loan program—— 

Mr. Passman. You have all the programs operating in this country 
that you have in other countries, do you not ? 

Mr. Arwoop. Yes. 

Mr. Passman. All of the programs are either there or planned to be 
there ? 

Mr. Arwoop. We do not have all of the different programs in every 
country. 


Mr. Passman. I know that, but are there any plans, if the request 
1s made ? 
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Mr. Atwoop. We have no plans for certain programs. The pro- 
grams are developed as the country develops its own program, and 
then we determine whether we can render effective aid or whether we 
cannot. 

Mr. Passman. If it could be established that the effective results of 
the United States program could be multiplied manyfold, why would 
not recommendations be made that they get these other items of aid? 
You are the first witness before the committee who has used that exact 
expression, and I am wondering what your recommendations and pres- 
entations would be for other programs. 

Mr. Atwoop. My statement was that the Development Loan Fund 
could be used by these countries to bring about this balance in their 
economic and social development and, with that, you would get a 
multiplication of the effectiveness of the program. 

Mr. Passman. Would you advocate that such loans be approved 
only if and when proper surveys had been made and it could be 
established that benefits would exceed the costs? 

Mr. Atrwoop. I would, sir. 

Mr. PassmAn. Thank you. 


PROBLEM OF COMMERCIAL BACKLOGS IN LATIN AMERICAN COUNTRIES 


Mr. Snow, what is the nature of the commercial backlogs? To 
whom are they owed? Will they have a rate of repayment in 1958 
and 1959 to close out the backlogs, or will the problem grow worse in 
future years? I am referring now to your testimony on page 5. 

Mr. Snow. Sir, I can give you an example in the case of Colombia. 
When General Rojas left the Government last May, the new Gov- 
ernment found itself with commercial arrearages of close to $400 
million. 

Mr. Passman. Did the new Government respect those obligations? 

Mr. Snow. They are doing their utmost to reduce those obliga- 
tions as fast as they possibly can. We consider that they are taking 
a very serious attitude toward the problem. 

Mr. Passman. You say that several countries face a problem in re- 
payment of commercial backlogs. You talk about a weakening of 
coffee prices in the face of a mounting surplus, which causes concern 
among Latin American producers. 

Mr. Snow. Brazil has a problem, in that sense, brought about in 
large measure by the fall in prices in coffee and in the total demand 
for coffee. Argentina was, likewise, faced with that problem several 
years ago when there was a change of government there, with heavy 
commercial arrearages. Uruguay has a problem in commercial ar- 
rearages, as well. 

Mr. Passman. From the bottom portion of your statement on page 
7, Mr. Snow, you talk about the road to economic health. 


ECONOMIC PROGRESS OF BOLIVIA 


How long is this road to economic health and stability ? 

Mr. Snow. This has reference to Bolivia, and the program that 
we have in Bolivia, as Mr. Atwood said, has shown great progress. 
I do not think there is any question about that. The program began 
as an emergency measure in the face of prospective mass starvation 
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in that country in 1953, and from 1953 to 1956 the problem upper- 
most was to get food supplies to the people, as well as to maintain the 
long-range and constructive program that Mr. Atwood has there in 
the field of technical cooperation. 

From 1956 to the present time, it has been possible to move forward 
from the strictly emergency phase to a constructive program of sta- 
bilization. 

The Bolivian Government has shown courage and resourcefulness 
in embarking on that program. It would have had even better re- 
sults than it has had if it had not been for the rather disastrous fall 
in the world metals market, both as to price and to the volume which 
the market could absorb. That has added to the burden. It was not 
anticipated in the beginning, but these things happen to countries 
which are so heavily dependent upon 1, 2, or 3 basic export com- 
modities for the life of their economies. 

For example, when tin exports are favorable, the country can and 
has, traditionally, imported food supplies in large measure to balance 
its economy. When the demand for tin slackens, they are in serious 
trouble. One of our efforts has been to try to broaden the base of 
that economy so that they will not be so dependent on 1 or 2 commodi- 
ties, such as tin. 

Mr. Passman. That problem is age old, is it not? 

Mr. Snow. It is, in Bolivia. 

Mr. Passman. And what they experience today they probably will 
be experiencing 50 years from now? 

Mr. Snow. We hope not. 

Mr. Passman. In this country, we have had our ups and downs and 
cur valleys and peaks. Are similar situations not, more or less, com- 
mon to all nations ? 

Mr. Snow. There may be an element of instability in all nations 
at some time. Our effort is directed strongly toward helping Bolivia 
to broaden its economic base, and there is much reason for encour- 
agement. 

Mr. Passman. Is there a long-range plan for the solution of these 
problems ? 

Mr. Snow. To the extent that the Bolivian Government, in coop- 
eration with our mission, is able to project its thinking forward, the 
program is long range. The greatest hope lies in the petroleum re- 
sources of Bolivia. They have adopted a petroleum code which makes 

-it possible for foreign petroleum companies to enter the country on an 
equitable basis and to move with some rapidity toward the develop- 
ment of that great resource. In fact, Shell is there, and Gulf has 
taken a share. There are several American consortiums of smaller 
companies that are interested and are moving in under contracts. 
These companies have not only begun rapidly to do their work, but 
some have even advanced funds to the Goveuniiees against future 
royalties in order to assist the Government. 

Mr. Natcner. Would the gentleman yield? 

Mr. Passman. Certainly. 

Mr. Narcuer. I have a question pertaining to Bolivia. 
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TAX COLLECTIONS IN BOLIVIA 


I have been informed that the income-tax collections in Bolivia 
dropped from an average of 3.5 million between 1948 and 1952 down 
to 500,000 in 1956. Is that statement correct? 

Mr. Snow. I would have to verify those figures. I do not have the 
data here. 

Mr. Natcuer. Can any of you answer that? 

Mr. Arwoop. Yes, sir. The question of the reduction in the col- 
lection of taxes during that period is tied directly to the fluctuations 
in the exchange rate. I do not have the exact figures for the tax col- 
lections during that period, but for fiscal year 1957 the taxes collected 
equaled 176.6 billion bolivianos which, at the exchange rate of 7,500 
to 1 is $23.5 million. 

The tax collections in 1958 were over 200 billion bolivianos. At the 
exchange rate of 8,850 that makes it $22.6 million. 

The contribution to the budget, of course, is in bolivianos. The 
transfer of those into dollars in order to show this for comparable 
purposes would show that the tax collections more or less stayed the 
same during fiscal year 1957 and 1958 in terms of dollars, but were 
increasing in terms of their local currency. 

The period before that, as Secretary Snow has said, the period be- 
fore, you had exchange rates ranging from 60 in 1952 up to fourteen 
and fifteen thousand to one in 1956, it is very difficult to get any com- 
parable figures so that reduction might very well be that the original 
figure was on an official exchange rate of 60 to 1, or 190 to 1. How- 
ever, the exchange rate in 1956 could have been at 15,000 to 1. 

Mr. Narcuer. During that same period of time my information is 
that the property tax decreased from $500,000 to $124,000; is that 
about right ? 

Mr. Atrwoop. No; it would be the same situation that would have 
occurred. The same number of bolivianos would have been collected 
but in turning it into dollar values, those taxes would show that you 
would have gotten a reduction of that nature. The inflationary spiral 
hit Bolivia during that period. 


COMPARISON OF TAX REVENUES AND UNITED STATES CONTRIBUTIONS IN 
BOLIVIA 


Mr. Narcuer. Is it true that during the past 3 years the United 
States has contributed twice as much for public purposes in Bolivia 
as the Bolivian taxpayer has paid in in taxes during this time? 

Mr. Arwoop. No, sir. The United States contribution in fiscal 
year 1957 was $11 million as against the income tax collection of $23.5 
million by the Bolivian Government. 

In fiscal year 1958 the Bolivian Government collected $22.6 million 
and our contribution was slightly over $11 million. 

It is about one-third or the equivalent of one-half of the tax col- 
lections. 

Tt is one-third of the total contribution to the budget. 

Mr. Natcner. What is the overall amount requested for Bolivia 
for fiscal year 1959? 
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Mr. Atwoop. $17 million. 

Mr. Narcuer. Thank you, Mr. Atwood. 

Mr. Passman. May we receive a reconciliation of those figures you 
gave to the distinguished gentleman from Kentucky? Could you 
reconcile those with your own figures on page 21 of the brown book? 
It isa far different story there. 

Mr. Narcuer. Off the record. 

(Discussion off the record. ) 

Mr. Atwoop. The figure that I am showing is our contribution to 
the public projects of Bolivia, which was the question asked. 

Mr. Passman. What is the cumulative total for Bolivia for fiscal 
year 1957? 

Mr. Moureny. $71,172,000 through fiscal year 1957 

Mr. Passman. 1958? 

Mr. Murruy. $20 million. 

Mr. Passman. Total? 

Mr. Murreny. $91,272,000 through fiscal year 1958. 

Mr. Arwoop. The request was for the figure to the public services. 
In other words, the extent to which the Bolivian taxpayer is con- 
tributing versus that of the United States share. 

Mr. Narcuer. My question pertained to the three-year period. 
That was the overall amount. 

Mr. Arwoop. The overall program of the United States in Bolivia 
would be larger than the 
Mr. Passman. Than the contribution we made to the public proj- 
ects / 

Would you get the total for us? That is what the gentleman wants. 

Mr. Narcuer. That is what I had in mind. 

My question was this: For the past 3 years the United States has 
contributed twice as much for public purposes in Bolivia as the 
Bolivian taxpayer; is that not true? More than twice as much ? 

Mr. Arwoop. No, sir. The taxes collected in Bolivia in 1957 were 
$23.5 million. 

Mr. Passman. Our program that year was $71,172,000; is that 
correct ¢ 

Mr. Arwoop. No, sir. 

Mr. Mureny. It is up above. The $71,172,000 represents the 
cumulative program through fiscal year 1957. 

Mr. Arwoop. That includes Technical C ooperation. 

Mr. Anprews. Would the gentleman yield ? 

Mr. Narcuer. Yes. 

Mr. Anprews. Mr. Secretary, according to the record on page 21, 
our total egutsibution. to Bolivia in 1957 was $23.3 million; is that 
right? 

Mr. Arwoop. That is right. 

Mr. Anprews. How much of that total amount was collected in 
taxes from the citizens of that country ¢ 

Mr. Atrwoop. $23.5 million. 

Mr. Anprews. Our contribution was only $200,000 less than the 
total amount that they collected in taxes; is that correct ? 

Mr. Arwoop. That is correct. 

Mr. Anprews. Mr. Secretary, in fiscal year 1958 our total contribu- 
tion to Bolivia was $20.1 million. What was the total tax collections? 

Mr. Arwoop. $22.6 million. 
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Mr. Anvrews. For fiscal year 1959 you are requesting $20 million, 
total assistance? Do you know what their anticipated tax revenue 
will be for 1959 ? 

Mr. Atwoop. They expect it to be a little higher, but I cannot assure 
you of that at this time. 

Mr. Anprews. It was less in 1958 than in 1957? 

Mr. Atwoop. Yes, sir. The price of tin has gone down and the 
production of tin has gone down. It is now a question of what hap- 
pens during fiscal year 1959. 

Mr. Anprews. It will be somewhere around the collections made 
in 1958? 

Mr. Atwoop. I would expect it to be somewhere around the same. 

Mr. Passman. If the gentleman would yield? 

Mr. Narcuer. Yes. 

Mr. Passman. Let us turn to page 33 and see if we do not find 
some additional funds under other laws that may have helped Bolivia 
in financial matters. 

This refers to local currency and counterpart funds. 

Mr. Atwoop. These are all duplications of the dollar aid that we 
have just gone over. 

Mr. Mourreuy. MSP local currencies are generated by the dollar 
figures you just talked about. 

There was under Public Law 480 a disaster relief program. 

Mr. Passman. What is the amount? 

Mr. Morrny. Cumulative generation through the end of 1958 came 
to $16,750,000. 

Mr. Passman. That would be added to the figures that you have 
just given in order to obtain the total of the aid that we have con- 
tributed ¢ 

Mr. Murreny. On a cumulative basis. 

Mr. Passman. $91,272,000 and then we add to that $16,750,000 ? 

Mr. Murrny. That makes about $108 million. 

Mr. Passman. Our contribution to Bolivia during those 3 years 
exceeded the total amount of taxes collected from Bolivia? 

Mr. Morpny. These are cumulative figures, and they are not 3-year 
figures. These go back to the beginning of the program in Bolivia. 
Mr. Atwoop. Grant aid in Bolivia is not that much for title 2. 

Mr. Murrnuy. The technical cooperation programs were running 
there for many years. 

Mr. Passman. Break them down, if you can. 
We were trying to establish the total. 


CONTRIBUTIONS TO TECHNICAL COOPERATION PROGRAM OF ORGANIZATION 
OF AMERICAN STATES 


Mr. Secretary, during our prior discussion and in your testimony 
on page 10, we were speaking of the 20 American Republics now 
pledged in 1959 to the technical cooperation program of the Organiza- 
tion of American States. 

On that basis, what would be the amount of our contribution? 

Mr. Snow. We are asking this year, as last year, for $1.5 million. 

Mr. Chairman, that is matched on a 70-30 basis by the Latin 
American countries and the rule is that we do not contribute more 
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than our share. If there is less than full participation by the Latin 
American countries, that conditions the amount of money we put in, 
regardless of the authorized ceiling. 

Mr. Passman. What has been your experience in the last 3 years? 
Have the other nations contributed their full share? 

Mr. Snow. They are showing a slow but steady increase. 

Mr. Passman. Have they contributed so as to require the total ex- 
penditure of the appropriation for the program ? 

Mr. Snow. On the last sheet in the presentation book is a table 
which shows the figures, Mr. Chairman. The last page (p. 230) 
shows that in 1957 our contribution was $1,251,000. 

Mr. PassMaAn. Against the allocation ? 

Mr. Snow. We were authorized a total of $1.5 million. 

Mr. Passman. They had how much in excess of requirements for 
South America ? 

Mr. Snow. The figure that I-have just read would be 70 percent 
of the total. 

Mr. Passman. We appropriated $1.5 million, and you spent what 
amount ? 

Mr. Snow. $1.25 million. 

Mr. Passman. So there was $250,000 that you did not obligate that 
rear ¢ 
: Mr. Snow. That went back into the Treasury. 

Mr. Passman. The next year? 

Mr. Snow. The next year is fiscal year 1958. 

Mr. Passman. How much was appropriated ? 

Mr. Snow. We had $1.5 million. 

Mr. Passman. How much ? 

Mr. Snow. Up to the present time the total I have here with several 
countries not yet heard from, because they operate on a calendar- 
year basis, the latest figure I have for total commitments is $1,981,000 
total. 

Mr. Passman. Are the other countries behind the corresponding 
period a year ago? 

Mr. Snow. They are doing better this year. 

Mr. Passman. In 1957, I think the other countries contributed 
$536,276. In 1958 it is estimated that the pledges as of December 31, 
1957, would be only $430,533. 

I refer you to page 230 of the brown book. 

Mr. Snow. That figure was derived about January of this year. 

Mr. Passman. That is all we can go by, what is in your program. 

Mr. Snow. You asked me to project toward what we expected it 
to be. 

We expect it will slightly exceed last year’s figure. 

Mr. PassmMan. What is the sum in the last report? It may look 
encouraging, but we have to deal with the actual figures. 

Mr. Snow. As of our last reading on this, the pledges from the 
Latin American countries have reached $491,000, with four countries 
not yet heard from. 

Mr. PassmAn. Still Jess than in the previous year? 

Mr. Snow. I don’t know what the figure at this exact time last year 
would have been. 
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Mr. Passman. You hope the other four will come in? 

Mr. Snow. We expect that they will come in. 

Mr. Passman. You expect that but they have not done so, which 
means you will have more than you will obligate under our limit. 

Mr. Snow. It might prove to be that, but the amount will be small. 

Mr. Passman. If they come up to what they did last year you still 
will be $250,000 over. 


Mr. Snow. If that happens, that money will go right back into the 
Treasury. 


STATUS OF FUNDS FOR REGIONAL PROJECTS UNDER ECONOMIC ASSISTANCE 
PROGRAM 


Mr. Passman. Under the economic assistance program for regional 
projects what was the amount of the unliquidated balance on June 30, 
1957, Mr. Comptroller ? 

Mr. Murpny. $14,691,000. 

Mr. Passman. What are the estimates and obligations for fiscal 
year 1958? 

Mr. Murpny. $2,400,000. 

Mr. Passman. What is the total available for expenditure ? 

Mr. Mureny. $17,091,000. 

Mr. Passman. What is the estimate for expenditure in fiscal 1958 ? 

Mr. Murrpnuy. $4,635,000. 

Mr. Passman. At that rate is it not true that at the beginning of 
fiscal year 1958 that you had available for expenditure a sufficient 
amount to fund the program for 334 years ? 

Mr. Morrny. I believe it would work out to approximately that; 
yes, Mr. Chairman. 


ATTITUDE OF LATIN AMERICAN COUNTRIES TOWARD THE UNITED STATES 


Mr. Gary. Mr. Secretary, this country has long recognized the im- 
portance of interrelations between the United States and the Latin 
American countries. We have long recognized that it is very im- 
portant that these countries remain free of outside influences. 

In the early days of this Republic, when we were relatively weak 
and undeveloped, the Government announced what has become known 
as the Monroe Doctrine, saying to other nations that if they interfered 
with countries in this hemisphere, they would have us to deal with. 

I am certain that many, many Americans, including myself, were 
terribly shocked and disappointed recently at the smoldering animosi- 
ties which were exhibited in South America against the United States 
as evidenced by their attack on the Vice President of the United 
States who went there as a representative from this country. 

Now that the State Department has had an opportunity to evaluate 
that situation can you tell us something about it ? 

Mr. Snow. Mr. Gary, the Vice President and those who accom- 
panied him, Mrs. Nixon and officials of agencies of our Government, 
paid visits to eight South American countries. In 6 of the 8 not only 
were there no untoward incidents but you can fairly say that our 
Vice Presidential party was received with warmth and appreciation. 

When he reached Peru he encountered a situation engendered by no 
more than 35 or 40 people, a vocal minority no doubt influenced from 
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outside, as you intimated, who were able for a brief period to cause a 
demonstration which was most unfortunate. 

However, the Vice President was the first to recognize and to state 
that this in no possible sense represented either the will or the feeling 
of the Peruvian people. There is ample demonstration of that by 
the number of people, just during the remainder of his short stay, 
people from all walks of life, who went out of their way to commu- 
nicate with him to express their unhappiness over what took place 
and to assure him that the vast majority of the people of that country 
in no way approved of what had happened. 

In Venezuela, the only other country where there was any trouble, 
you have a situation where a government fell last January. The 
forces of internal security, notably the police and security forces 
apart from the military, were virtually disbanded in the aftermath 
of that revolutionary period. The new regime, made up in some meas- 
ure of people who had lived in exile for some years, had not yet had 
a chance to stabilize itself, the security forces were not trained in 
the sense that they normally are, and you had a situation there which 
was again exploited by a very small and articulate and forceful 
minority. 

I would like to suggest to you that we need not feel for a minute 
that the Vice President’s trip has brought forth any indication that 
there is a widespread feeling of resentment on the part of the Latin 
American countries against us. 

Mr. Gary. Well, there was not much defense when these small bands 
attacked. 

Mr. Snow. In the Peruvian case it was a matter of only a few 
minutes before the security forces restored order. 

In Venezuela the incidents which occurred there were of short 
duration. It was possible for this minority group momentarily to 
develop a sense of mob psychology in the crowd, but no sooner had 
it happened, and the Vice President had proceeded on to the Embassy 
residence, when then again, as in Peru, people of every description 
telephoned, telegraphed, and came personally to call on the Vice 
President to assure him that that was only the expression and feeling 
of a very small group of people in Venezuela. 

Mr. Gary. What were the underlying reasons for that attack? 

Mr. Snow. The underlying reasons are the following: 

One is that the outside force, with which you are now familiar, 
had an opportunity and made the most of it. They were able to do 
this in only 2 out of the 8 countries, and only for a short space of time 
in those 2 countries. 

The other reason would be the growing sense of nationalism, the 
unhappiness at certain of our recent moves in terms of policy, legis- 
lation, or certain moves they feared we would make, such as our 
discussion of further restrictions on imports of commodities which 
mean a great deal to them. There were certain issues of that nature 
which the small minority were able to capitalize on. 

Mr. Gary. There was that underlying situation there which was 
exploited by the few, in other words. 

Mr. Snow. There has been criticism of our policies in Latin Amer- 
ica. We are familiar with that, and I am sure you are. They wish 
we were able to absorb more of their products. They have this strong 
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desire to develop economically and socially. The desire is strong that 
they become frustrated and unhappy if they are unable to move for- 
ward with unusual rapidity. 

Mr. Gary. If they have this spirit of nationalism should not that 
spirit be strong enough to urge them to take care of their own coun- 
tries rather than looking to us for aid? 

For example, I have figures here now which are subject to your 
check. These figures show that during the years 1957, 1958, and 1959 
we have contributed $79,400,000 to Bolivia, and that they have col- 
lected in taxes only $68,100,000 during that same or 

If they are going to display this great spirit of nationalism should 
it not exhibit itself in supporting their country rather than asking 
this country to support them ? 

Mr. Snow. In the Bolivian case, Mr. Gary, the Vice President’s re- 
ception was utterly without unfortunate incident. It was cordial. 
He met people of every type there. He was able to converse with 
them freely, and he was applauded wherever he went, and was re- 
ceived most cordially by the Government. There was no trouble of 
any kind in Bolivia. 

e have previously discussed in some measure our aid program 
with Bolivia, and I would like to say again that we consider it a suc- 
cessful program. We are hopeful of the outcome of it, and we do not 
feel that the Bolivian people are so nationalistic as to interfere with 
the orderly progress of their own development or with our relations 
with them. 

CONTRIBUTIONS TO VENEZUELA 


Mr. Gary. How do our contributions to Venezuela compare with 
the tax collections of the country? 

Mr. Snow. If you would care to look in the book under Venezuela, 
you will see that our contributions have been very small. They have 
consisted of a very small technical assistance program. We have 
made no grants to Venezuela, They have not even needed to borrow 
money to any extent from us. They have not had to do that. 

Mr. Gary. To what extent did our support of the government of 
the previous dictator in Venezuela influence the situation there do 
you think? 

Mr. Snow. Mr. Gary, we have a policy, which has been established 
by the American Republics as a whole, of maintaining relations with 
the governments in the hemisphere, and we have done so in the case 
of the Venezuelan Government headed by Perez Jiminez during the 
time he was at the head of it. That is not a question of supporting 
any particular government but merely a question of maintaining re- 
lations with a friendly country. That is a doctrine which has been 
passed upon by the Organization of American States. 

Mr. Gary. [have no further questions. 

Mr. Passman. Mr. Natcher? 

Mr. Nartcuer. Back to Bolivia, I would like to know this: So far 
as Bolivia is concerned, considering the statements which have been 
presented to the committee, no bilateral agreement for defense has 
been signed with Bolivia; is that right? 

Colonel Hanrorp. That is right, sir. 
Mr. Narcuer. Bolivia has no sea coast and it has no army? 
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Colonel Hanrorp. It has an army and a small air force. 

Mr. NatcHer. When you say small, how small is it ? 

Colonel Hanrorp. More or less a transport outfit for the needs of 
the country. I would say not more than two squadrons of transport 
aircraft and a squadron of fighters. 

Mr. Nartcuer. So from the standpoint of military protection or 
any assistance, you count on Bolivia for none; is that right? 

Colonel Hanrorp. That is right, sir. 

(Discussion held off the record.) 


COMPARISON OF TAX REVENUES AND UNITED STATES CONTRIBUTIONS IN 
BOLIVIA 


Mr. Narcuer. My question pertained to the fiscal years 1956, 1957, 
and 1958. 

If you take the amounts which are shown here, $63,400,000, and 
add to that $16 million, just for the fiscal years 1957, 1958, and 1959 
you get a figure here of $79,400,000. 

I am still wondering if my original question was not correct: That 
we have contributed more insofar as Bolivia is concerned during the 
past 3 years than the Bolivians have contributed to their own Gov- 
ernment. I refer to fiscal years 1956, 1957, and 1958. 

You might check your records and insert the answer, but I think 
you will find that we have contributed considerably more than they 
paid in in taxes during those 3 years. 

Mr. Atwoop. I do not have the figures for 1956. This figure of 
$16 million is a cumulative figure which goes back prior to 1957. 
Whether it is in 1956 or not I will have to check. 

Mr. Narcuer. I am using that figure of $16 million in the overall 
amount for the fiscal years 1956, 1957, and 1958. 

Mr. Anprews. Mr. Murphy came up with that figure of $16 mil- 
lion. 

Mr. Mourreny. That is the figure shown on page 32 as the cumula- 
tive generations of bolivianos in terms of dollar equivalents. 

Mr. Narcuer. Since 1953? 

Mr. Murpruy. Since the program under Public Law 480 com- 
menced. 

Actually none of those were during fiscal year 1958. $2,592,000 
were generated during fiscal year 1957, and the balance of $14,158,000 
were generated prior to fiscal year 1957. 

How much of that will be fiscal 1956 I will have to check. 

Mr. Narcner. You check and insert in the record the figures of our 
contributions for fiscal years 1956, 1957, and 1958 and the total amount 
of the taxes from every source in Bolivia. I would like to have a 
comparative figure there. 

Mr. Passman. Before inserting this in the record, will you submit 
it, first, to Mr. Natcher and the committee? 

(The information may be found on p. 839.) 








1134 


UNITED STATES PERSONNEL IN TECHNICAL COOPERATION PROGRAM 


Mr. Anprews. On page 4 of your statement you say: 


In 1942, the technical cooperation program was made up almost entirely of 
United States technicians. Today, it is a program with a total of 28,363 
employees, of which approximately 1,000 are United States nationals. 

Is it correct that, out of that total of 28,363, only 1,000 of them 
are Americans ? 

Mr. Arwoop. Yes, sir. 

Mr. Anprews. Could you tell me what the average salary of those 
1,000 employees is ? 

Mr. Atrwoop. Not right now. I can get it for you. 

Information submitted later: Approximately $9,000. 


Mr. Anprews. Can you tell me the average salary of the other 
27,363 employees ? 

Mr. Arwoop. It would be difficult to obtain, because it would re- 
quire obtaining the salaries from the other governments. These 
people are hired by the other governments. 

Mr. Anprews. According to your statement, since the inception of 
this program in this area, we have spent over $500 million. Is that 
correct ? 

Mr. Murpnuy. Yes, sir, both military and economic. 


ATTITUDB OF LATIN AMERICANS TOWARD UNITED STATES 


Mr. Anprews. Mr. Secretary, do you think we have more or fewer 
friends in the area now than we did before this program started ¢ 

Mr. Arwoop. I think there is no question but what we have more 
friends in the area. I think in the last 2 or 3 years there has developed 
in the area a group of people who are, to some extent, frustrated and 
somewhat resentful, not necessarily resentful toward the United 
States. They are resentful and frustrated at their condition of life, 
and there is just as much evidence of their being resentful against 
their own governments as there is against the United States. 

I think this last trip of the Vice President of the United States 
showed that there was this resentment and this frustration among the 
peoples, and with an outside influence desiring to turn that resentment 
against the United States they were able to do it. That is not a very 
difficult job to do when a person is frustrated and resentful. However, 
I think, so far as friends in this hemisphere, so far as cooperative rela- 
tionships in this hemisphere, there has been a tremendous increase in 
the last decade or so. 

Mr. Anprews. Was that a period of frustration or resentment 
which was noticeable in the area prior to the time 

Mr. Arwoop, It was noticeable. If you remember, the same sort of 
situation occurred in Panama, when neither Mr. Nixon nor any 
other United States representative was involved. 

Mr. Anprews. Is your agency encouraging American industry to 
locate or move into any of this area # 

Mr. Arwoop. We are, sir. Weare doing everything we can to bring 
about a condition which will facilitiate their moving in. You cannot 
very well bring them in, but you can help to bring about a situation 
where they would come in, and that is the thing I would like to point 
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out in connection with Bolivia. In spite of the very serious problems 
and the very difficult situation in that country, private enterprise 
has gone into Bolivia during the last year in fairly large amounts. 


QUESTION ON MOVEMENT OF INDUSTRY TO LATIN AMERICA 


Mr. ANprEws. Do you have a record of any plants or any businesses 
that have closed plants in the United States and opened up new plants 
in this area ¢ 

Mr. Arwoop. I do not have the records, myself. I think, possibly, 
that information might be available somewhere. 

Mr. Anprews. I wish you would see if you can get it and insert 
it in the record, with particular emphasis on textile plants. 

Mr. Arwoop. I do not think I have any information where they 
have actually closed here and opened there. We have information 
as to textile plants which have opened in Latin America, but I do not 
know whether they were plants which were originally in the United 
States and closed here prior to moving there. 

Mr. Anprews. I wish you would check to see if you have any of 
that information, and, if so, insert it in the record. 

Mr. Arwoop. I will try to obtain it, sir. 

(The information follows :) 

As far as ICA is aware, no encouragement has been given to American 
business to close any plant in the United States and open a similar one in a 
Latin American country. 

Mr. Anprews. I was told recently about a man in Georgia who 
owned a textile plant, closed it, and was encouraged by the State 
Department to relocate a plant in Haiti, and that he was making 
plans to go forward with the establishment of a new plant in Haiti. 

Mr. Atrwoop. It is not our general policy to encourage anyone 
to do it. It is our policy to try and provide a situation where he 
would be willing to do it, but we have not so far as I know, and so 
far as I am personally concerned, specifically asked or urged any 
firm to go in. 

We have, when they have requested it, supplied information to 
them, and in our total program we are trying to operate it in such 
a way that it will encourage private enterprise to come in, but I have 
not, and so far as my policy is concerned, we have not actually en- 
couraged any individual to locate in any individual country. 

Mr. Anprews. As I understood you to say you did encourage them ¢ 

Mr. Arwoop. I say we are encouraging them in the sense we are 
trying to bring about a condition in those countries which would en- 
courage them. We are not actively asking or trying to get American 
industry to move into Latin America. 

Mr. Anprews. I understand that. But if you know of a man who 
is thinking about establishing a plant in one of these countries in 
South America, or in Central America, you then do offer him all 
the assistance possible to get him to locate a plant there? 

Mr. Atwoop. If he asks for it we will provide him with what 
information we have, yes, but we are not out drumming up business. 

Mr. Anprews. I understand that. He makes the first move and 
. you help him as best you can ? 

Mr. Arwoop. That is considered part of our program, yes. 


25164—58 72 
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PROGRAM IN DOMINICAN REPUBLIC 


Mr. Anprews. Several weeks, or perhaps a month or two ago, there 
was quite a controversy as to whether or not the Dominican Republic 
had received any money under this program. 

Mr. Atwoop. Yes, sir. 

Mr. Anprews. I will ask you whether or not there is any money in 
this program for the Dominican Republic? 

Mr. Arwoop. There is, sir. There is approximately $200,000. 

Mr. Anprews. Should that be classified ? 

Mr. Arwoop. It is unclassified. Technical cooperation approxi- 
mates $200,000. 

The Technical cooperation program for Latin America as a whole 
is the sheet which shows the total, and it is unclassified. 

On page 88 you cam see the program. It totals $210,000 for 1959 
$125,000 of it for United States technicians, and it is in the field of 
rural education. It is a very successful program. 

Mr. Anprews. In addition to this iohatenl aid of $210,000, is there 
military aid in this program for the Dominican Republic? 

Mr. Atwoop. I will refer that to the colonel. 

( Discussion held off the record.) 

Mr. Passman. Will you state for the record at this point the cumu- 
lative amount we have given to the Dominican Republic under this 
program ? 

Mr. Mourpny. I cannot give you the total for the record, sir. I can 
give the total nonmilitary for the record, and I can give the total off 
the record. 

The nonmilitary cumulative through the end of this year will be 

$1,634,000. 

(Off the record.) 

Mr. Passman. The military is several times that amount, is it not? 

Mr. Murpnuy. Yes, sir. 

Mr. Passman. Do you have an application or request from the 
Dominican Republic for any loans under the development loan pro- 


m 

Mr. Arwoop. I doubt it. Mr. Murphy has the record. 

Mr. Snow. I am not aware of any. 

Mr. Passman. Let us see if they are on the list. You have just 
about everybody else on there. 

Mr. Snow. I would be quite surprised if there were any item there. 

Mr. PassMAn. The list is growing quite lengthy. 

Mr. Mourrny. The answer, sir, is “No.” 

Mr. Passman. Congratulations. Mr. Andrews, had you con- 
cluded ? 

Mr. Anprews. I have one more question, Mr. Chairman. 

Mr. Secretary, I wish you would comment on the statement found 
on page 85: 

The Dominican Republic officially welcomes private American investment, 
but on occasions has brought pressure to bear on United States companies to 
sell their interests to Dominicans. 

I judge from that it is a little risky to put up a plant down there. 

Mr. Snow. There is always a greater risk in going abroad with 
private funds than there would be in investing them at home. 
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Mr. Anprews. Is that risk Pane in the Dominican Republic than 
any other country in this area 
r. Snow. I can only give my opinion. My opinion would be that 
ordinarily it would be a safer enterprise there than in some other 
arts of the hemisphere. The Dominican Republic has not gone in 
or large-scale expropriation. Certainly not. 

Mr. ANDREWS. That is all, Mr. Chairman. 

Mr. Passman. Mr. Taber? 

Mr. Taser. Ought we not to recess about this time? 

Mr. Passman. Mr. Taber, we are going to endeavor to complete the 
inquiry for Latin America this afternoon, if we may. They have 
given us a deadline for reporting this bill. 

(Off the record.) 

Mr. Taser. I think I have no questions. 

Mr. Passman. Mr. Ford? 

Mr. Forp. No questions, Mr. Chairman. 

Mr. Passman. Gentlemen, I certainly hope that you are not declin- 
ing to ask questions simply because we are necessarily remaining late. 
Our hearings have been in progress some 8 or 9 weeks, with a recess 
of 1 week. But that is the schedule, and we shall endeavor to fol- 
low it. I am sorry if any are unduly burdened or inconvenienced as 
a result of this schedule. 


We shall adjourn until 10 o’clock tomorrow morning. Thank you, 
gentlemen. 


Tuxspay, JUNE 17, 1958. 


MILITARY ASSISTANCE—NONREGIONAL 


WITNESSES 
DEPARTMENT OF DEFENSE 


CHARLES H. SHUFF, DEPUTY ASSISTANT SECRETARY FOR MILI- 
TARY ASSISTANCE PROGRAM, INTERNATIONAL SECURITY 
AFFAIRS 


MAREKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS 


Mr. Passman. The Committee will come to order. 

I believe it is well worthwhile occasionally to quote for the record 
figures from the daily statement of the United States Treasury so 
that when the members are considering this bill they will have these 
figures readily accessible. 

Through June 1, 1958, we had withdrawn from the United States 
Treasury a total of $78,837,688,516.62. 

We had deposited in the United States Treasury through the same 
date, since the beginning of the fiscal year, a total of $71,884,866,572.69. 
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The withdrawals as of June 1 exceeded by $7 billion the total 
deposits in the United States Treasury since June 30, 1957. 

We had withdrawn during this fiscal year through June 11 some 
$3,800 million more than was withdrawn in the corresponding period 
last year, 

The accelerated pace of withdrawals over deposits is frightening to 
me. Perhaps it may influence us to proceed with the utmost care. 

The first witness this morning will be Mr. Charles H. Shuff, Deputy 
Assistant Secretary for Military Assistance Programs, International 
Security Affairs, Department of Defense. 

Do you have a statement to present, Mr. Shuff? 


GENERAL STATEMENT 


Mr. Suurr. Yes, Mr. Chairman. 

Before making it, and since this is the last prepared statement of 
the military assistance program, I would like to thank the chairman 
and the members of this committee for a most challenging and inter- 
esting period of weeks here. This is new to me. I have certainly 
learned a lot by this experience and the give and take that goes with 
it. I take this opportunity to thank you, Mr. Chairman, and the 
committee for your tolerance of our efforts. 

Mr. Passman. I know that I speak for the entire committee, Mr. 
Shuff, when I say that you have been a fair witness. When you had 
the answers you gave them readily; when you did not have them 
you stated you would provide them if possible. I do not think we 
have ever had a witness before the committee who has been any more 
factual than you have been in stating your position on matters when 
at times you lacked knowledge of the requests made by the committee. 

Mr. Suurr. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, certain programs 
administered on a worldwide basis are grouped together for justifica- 
tion in the nonregional presentation book. These programs amount 

o $874.1 million for fiscal year 1959 which is a reduction of $99 
million for such programs for fiscal year 1958. 


FAR EAST VEHICLE PROGRAM 


The Far East vehicle program for fiscal year 1959 requires funds 
amounting to $54.5 million as compared with $20.0 million in fiscal 
year 1958 and $42.0 million in fiscal year 1957. Of the fiscal year 
1959 amount, $14 million is for the rebuild of 6,687 World War II 
general purpose vehicles already in the Far East ‘and $40 million for 
the procurement in Japan of 10,294 trucks having specifications similar 
to our World War II vehicles, to meet the requirements of Far East 
countries. There are sufficient general purpose vehicles in the Far 
East inventories to meet authorized levels, but these are largely 
World War II vehicles and urgently require maintenance, overhaul, 
and rebuild or replacement. 

A procurement program in Japan for new vehicles is a considered 
judgment. Manufacturers in the United States, at the present time 
cannot furnish World War II type vehicles without extensive retooling, 
yet it is considered militarily undesirable and uneconomical to replact e 
Far East vehicles with our own modern type military trucks. There- 
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fore, the cost of these vehicles would be much greater to the United 
States taxpayer if produced in the United States. 


MODERNIZATION-MISSILES AND AIRCRAFT 


The modernization-missiles and aircraft program for fiscal year 
1959 requires funds amounting to $288.2 million as compared with 
$365.5 million in fiscal year 1958 and $55 million in fiscal year 1957. 

Missiles: $234 million of new obligational authority are requested 
for missiles, primarily for NATO. “Rapidly developing technology 
requires that military plans and forces constantly be reviewed to 
insure adjustment to current conditions. The 1959 program includes 
funds for surface-to-air missiles such as Hawk, air-to-air missiles 
such as Sidewinder and surface-to-surface missiles such as the Lacrosse. 
These modern weapons will continue the buildup of the deterrent to 
nuclear war and a more effective means of waging war in case it is 
necessary. 

Aircraft modernization: In addition to the aircraft modernization 
discussed as part of the country programs, $54.2 million is requested 
on a nonregional basis. These funds are tentatively planned for 
F—100 aircraft to modernize the air force for one of our allies. How- 
ever, the development of a NATO lightweight fighter, may progress 
sufficiently to warrant use of these funds for their procurement. 
Whichever aircraft is procured it will be allocated to meet the highest 
priority requirements established by the Supreme Allied Commander, 
Europe, and the Joint Chiefs of Staff. 


WORLDWIDE SPARE PARTS 


Funds in the amount of $56.2 million are required for spare parts; 
that is repair parts, for fiscal year 1959 as compared with $85.5 
million in fiscal year 1958 and $135.2 million in fiscal year 1957. 
The reduction is attributable to the fact that spare parts cutoff 
agreements have resulted in some countries assuming a larger share 
of their own support; to the adoption of a programing procedure 
which bases requirements on actual country consumption rather than 
the application of average worldwide consumption factors. This 
method of computing requirements avoids orders for quantities of 
repair parts for equipment that might become obsolete before the 
spares are used. 

It is our policy that countries will assume responsibility for their 
own spare parts whenever it is possible for them to do so without 
seriously impairing the effectiveness of their military efforts. To 
effectuate this policy a NATO-wide supply management system, 
proposed by the United States, is now being established in Europe. 
We are confident that the requirement for United States funds for 


spare support in Europe will be substantially reduced under this 
system. 


PACKING, CRATING, HANDLING AND TRANSPORTATION 


Funds in the amount of $119.5 million are required in fiscal year 
1959 for direct costs of packing, crating, handling and transportation 
involved in preparing military equipment and supplies for delivery. 
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This compares with the same amount in fiscal year 1958 and $125.8 
million for fiscal year 1957. 

The fiscal year 1959 estimates are predicated on forecasts of de- 
liveries of same magnitude as fiscal year 1958. Two basic factors 
have been docduied on which fund requirements for this program 
are computed. These factors are 3.5 percent of the inventory price 
of the item to cover packing, crating and handling charges, plus 2.5 
percent of the inventory price to cover loading and handling at the 
port of embarkation. The cost of offloading is normally an obligation 
of the recipient country. Transportation estimates take into account 
anticipated shipments to various geographical areas, type of com- 
modity, source of supply and type of carriers. 


REPAIR AND REHABILITATION 


Funds in the amount of $15.8 million are required for fiscal year 
1959 for costs of repair and rehabilitation of equipment. In prior 
years part or all the funds required for these purposes were programed 
on a country basis, hence meaningful comparative figures are not 
readily available. This program finances the cost of repair, and com- 
plete rehabilitation if necessary, of small craft, special purpose vehicles, 
construction equipment, and various other miscellaneous equipment 
excess to United States military needs. Excess stocks are programed 
for supply only when they have a definite military usefulness for the 
armed forces of the countries concerned. If such equipment can be 
economically restored to usable condition, it is transferred under the 
military assistance program without charge to MAP appropriations 
except for the cost of repair, rehabilitation and transportation. The 
funds requested for repair and rehabilitation in fiscal year 1959 will be 
used to repair equipment having an original acquisition cost of ap- 
proximately $40 million with approximately two-thirds of this amount 
to be used for equipment going to the Far East. 


PROGRAMS UNDER NEGOTIATION 


There is a requirement for $49 million for fiscal year 1959 to finance 
military programs for 6 countries as listed on page 12 of the non- 
regional presentation book. These programs represent funds needed 
to meet requirements beyond those shown in the regular country pro- 

rams. The need for this military assistance has been firmly estab- 
Fished. but it is not possible at this time to provide a detailed listing 
and pricing of items because negotiations have not advanced to that 
stage. The estimates represent our best approximation of the fund 
requirements. 

Since the presentation books were prepared it has become polit- 
ically expedient to take certain positive actions in three of the Near 
East countries which I am prepared to discuss in classified testimony. 


FOREIGN MILITARY FACILITIES ASSISTANCE PROGRAM 


Funds in the amount of $20 million are required for fiscal year 1959 
for the facilities assistance program as compared to $20 million for 
fiscal year 1958 and $5 million for fiscal year 1957. This program is 
designed to encourage and support the efforts of our allies to become 
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self-sustaining in the manufacture of munitions and their components, 
therefore reducing the continuing dependence of participating coun- 
tries on the United States. 

The United States furnishes approximately 50 percent of the cost 
of the facilities in the form of tools equipment, and technical services. 
The selection of projects and the amount of contributions to individual 
projects are a matter of joint agreement by the country concerned 
and the United States. 

The planned projects for fiscal year 1959 include missile components 
and fuels, chemicals required for propellents, and new types of naval 
gun ammunition. 

NATO INFRASTRUCTURE 


Funds in the amount of $60 million for NATO infrastructure are 
required for fiscal year 1959 as compared to $65 million for fiscal year 
1958 and $57.8 million for fiscal year 1957. NATO infrastructure 
includes airfields, communications, storage facilities, war headquarters, 
and training installations for the military forces committed to NATO. 
Infrastructure projects are jointly financed by the member nations 
of NATO. ‘The amount requested here is to cover the United States 
share computed in accordance with the international cost-sharing 
formula. The determination of infrastructure requirements is a co- 
operative effort of technicians of the host countries and international 
staffs. ‘The programs are approved by the North Atlantic Council. 
The reduction from fiscal year 1958 is due to reevaluation of require- 
ments in light of the new strategic concepts resulting from missile 
and advanced weapon developments. 


INTERNATIONAL MILITARY HEADQUARTERS 


$7.5 million are required to cover the estimated United States share 
of the operating and administrative costs of the various military head- 
quarters and agencies. of NATO, SEATO, and the support of the 
United States element with the Baghdad Pact military planning staff. 
The requirements for fiscal year 1958 were $6.6 million and for fiscal 
year 1957 $5.4 million. 

The increase over fiscal year 1958 is due partially to the establish- 
ment of the initial working capital fund for the operation of the POL 
pipeline system in Central Europe. The balance of the increase is 
occasioned by an increase in the support for SEATO and the inclusion 
of the Baghdad Pact element. 


MUTUAL WEAPONS DEVELOPMENT PROGRAM 


The fiscal year 1959 mutual weapons development program request 
is for $40 million. This is the same amount as for fiscal year 1958. 
This program is designed to accelerate the development of selected 
advanced types of weapons or equipment by utilization of the scientific 
and technical capabilities of our allies. New items especially suited 
to their needs are being developed which, in many instances, will be 
far more economical to manufacture, operate and maintain than similar 
items produced in the United States. This program is administered 
by the Assistant Secretary of Defense for Research and Engineering. 
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The program now includes approximately 125 projects covering all 
fields of research and development. About 30 new weapons or items 
of military equipment have reached or will soon reach the stage of 
field testing and are approaching the production stage. Among these 
are the SS-11, an antitank missile and improved version of the SS-10, 
and a NATO lightweight fighter aircraft. The fiscal year 1959 pro- 
ery is expected to include some new projects for air defense, air and 

nd combat, antisubmarine defense and supporting research. Some 
of the funds will be used for existing project extensions. 


ADMINISTRATION 


For fiscal year 1959 $25 million is required for the administration of 
military assistance programs. This represents an increase of $1.5 
million over those for fiscal year 1958. The fiscal year 1959 estimate 
reflects the effects of the overall reduction in personnel, but despite 
these savings there is a net increase resulting from a number of factors 
such as, increased travel costs, shift of MAAG emphasis from Europe 
to the Near and Far East with resulting increased support cost, addi- 
tional costs for MAAG housing in Korea, absorption of certain support 
costs in Taiwan, and vehicles for MAAG use. 

Military department appropriations as well as the mutual security 
appropriations are used to meet the costs of administering and 
operating the military assistance program. 

Typical expenses funded from the military department appropria- 
tions are (1) pay and statutory allowances of military personnel in the 
field and in Washington, (2) medical expenses, including facilities, of 
military personnel and their dependents, (3) approximately half the 
costs of the travel expenses incident to the permanent change of 
station of military personnel, and (4) operation and maintenance of 
facilities for personnel and for recreation. 

Mutual security funds are used to pay for those additional admin- 
istrative and operational requirements which are not met by the 
equipment and facilities furnished by the military departments. Such 
requirements may be generated by the military assistance advisory 
groups (MAAG’s) and other overseas activities as well as depart- 
mental operations, but must be clearly identified as additional to 
normal service programs in order to qualify for mutual security funds. 


MILITARY SALES AND LOANS 


In the hearing of April 24 there was considerable discussion of 
the advantages of the authorizations, which permit the acceptance of 
local currencies in payment for military equipment, reuse of such 
currencies for other military requirements, and reuse of dollar re- 
payments on credit sales for financing additional sales. New obliga- 
tional authority in the amount of $80 million is requested for this 
program for fiscal year 1959. 


NUTRITION PROGRAM 


Funds in the amount of $275,000 are requested for the fiscal year 
1959 nutrition program. This program is designed to assist certain 
free countries in the establishment of adequate nutrition services 
within their armed forces. 
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OVERSEAS INTERNAL SECURITY PROGRAM 


New obligational authority of $10 million is requested for the over- 
seas internal security program. This program assists certain coun- 
tries in developing the capabilities of their internal security forces 
and agencies to enable them to counter Communist subversion. 
This is done by providing training and technical material to military 
and paramilitary forces. 


TRAINING 


The respective dollar values of country training programs are set 
forth in the countries’ tables. Additional funds in the amount of 
$29.3 million are required for that portion of the training program not 
specifically related to recipient countries such as expenses for certain 
advanced weapons training, technical representatives, State-mission 
expenses, and training of US MAP supervisory personnel. The re- 
quirements for nonregional training programs have increased sub- 
stantially in the last 2 years due to increased training in the use and 
maintenance of advanced weapons. 


UNITED NATIONS LOGISTICAL SUPPORT IN KOREA 


Twelve million dollars is requested for logistical support for U. N. 
forces in Korea from Turkey, Thailand, United Kingdom, France, 
Greece, and Ethiopia. These funds will be used to reimburse the 
military departments which have supplied the support. 


MISCELLANEOUS PROGRAMS 


Finally, there is a requirement in fiscal year 1959 for $6.8 million 
to cover expenses in field installations to be incurred because of off- 
shore procurement activities of the mutual security program and to 
finance certain civilian-type organization and base maintenance items. 


Far East VeunicLte ProGram 
RATE OF EXPENDITURE 


Mr. Passman. Mr. Secretary, what has been the rate of expendi- 
ture in the Far East area program for the fiscal year 1958? 

Mr. Suurr. Mr. Chairman, the estimated expenditure rate for this 
year was estimated in the book before you on page 3 at $28,273,000. 

Mr. Passman. Thank you, Mr. Secretary. How much is estimated 
for the pipeline as of June 30, 1958? 

Mr. Suurr. $98,959,000. 

Mr. Passman. Then, including the fiscal year 1958 you would be 
funded for 3 years and 9 months, would you not? 

Mr. Suurr. | have not figured it out, but that sounds correct. 

Mr. Passman. Would you check briefly to determine if you do not 
have in the pipeline a full 3% years’ fund, on the basis of the 1958 
expenditures. 

Mr. Suurr. On the basis of the deliveries of fiscal year 1958, that 
would be approximately correct. 
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MOoDERNIZATION—MiIssILES AND ArrcRAFT PROGRAM 
RATE OF EXPENDITURES 


Mr. Passman. What is the annual rate of expenditure in the pro- 
gram for modernization for 1958? 

Mr. Savurr. $1,936,000. 

Mr. Passman. How much is in the pipeline? 

Mr. Suurr. $510,403,000. 

Mr. Passman. Now, Mr. Secretary, according to simple mathe- 
matics, if you are spending at the rate ‘of $1,936, 000, then you would 
actually be funded for 265 years. Where is the mixup on that? 

Mr. Suurr. There is not really a mixup. What is happening here 
is that we really have not gotten around to spending anything like 
we will have to spend when these missiles come into being. There 
sre missiles and also some aircraft modernization in here. When 
this equipment starts to flow there will be a considerably longer lead 
time than the lead time on average hardware items. So when it 
starts the program will not be funded for anything like the period 
you mentioned. 

Mr. Passman. Of course, you and I know that you would not want 
this program funded for 265 years, but upon the basis of your ex- 
penditures, and what you have available, that is how it appears 
mathematically. 

Mr. Suurr. That is correct, Mr. Chairman. 

Mr. Passman. How much has actually been spent so far this year 
in the worldwide spare-parts program? 

Mr. Suurr. Mr. Chairman, before we go to that, may I reply 
further to your question regarding expenditures in the modernization 
program? If you will refer to page 6 in the nonregional book you will 
see in the 1958 and 1959 programs where the money is. I think it is 
almost self-explanatory. 

Mr. Passman. This is in reservations. We are trying to establish 
the rate of expenditure for 1958; the amount in the pipeline which 
has been established at 3 years and 9 months, and then the rate of 
expenditure in the program for modernization, and $1,936,000 with 
$510,403,000 estimated to be in the pipeline on June 30. You ex- 
plained that when you step up delivery then the annual rate of ex- 
penditure will likewise increase. I think that was the explanation, 
and it is an acceptable one to the committee. But I think we might 
concur that when you have 3 years and 9 months’ pipeline on the basis 
of expenditures, this is quite substantial, and possibly, with your 
cooperation, some savings might be accomplished in that particular 
phase of the program. 

Mr. WiceieswortH. When you say 3 years and 9 months in the 
pipeline, that raises in my mind a question as to the definition of 

“pipeline.” I have always understood that the definition of a pipeline 


at the end of the year would be 2% rather than 3%. 

Mr. PassmMan. There will be 2 years and 9 months’ pipeline on hand 
at the close of the fiscal year 1958. I tried to distinguish between the 
beginning of the fiscal year 1958 and the beginning of the fiscal year 
1959. 

Mr. Suurr. That is correct. 

Mr. Passman. Thank you very much. 
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WoRLDWIDE Spare-Parts ProGRAM 


What is the total amount actually spent this year in the worldwide 
spare-parts program? 

Mr. Suurr. I do not have at this point, Mr. Chairman, our actual 
expenditures. We estimate our expenditures for the year 1958 will 
be $145,389,000. 


ProGcrams UNpER NEGOTIATION 


Mr. PassmMan. Does the request for ‘‘$49 million for programs under 
negotiation” deal with requirements that are now under consideration 
but have not been made final? 

Mr. Suurr. Yes, sir; I think that is fair, Mr. Chairman. 

Mr. Passman. Is it not true that this item represents sort of a 
contingency fund? 

Mr. Suurr. Well, sir, if you call a contingency fund something that 
you know you are going to need for a specific purpose then I guess, 
you might call it a contingency fund. 

Mr. Passman. The Secretary is entitled to his interpretation of the 
item. 

Mr. Saurr. Mr. Chairman, may I go on to say that perhaps another 
way of thinking of it might be money in escrow to do a job that you 
know has to be done. 


ForeIGN Muiuirary Faci.ities AssiIstaANceE PROGRAM 
RATE OF EXPENDITURES 


Mr. Passman. What is the estimated annual rate of expenditure 
in the foreign military facilities assistance program for fiscal 1958? 

Mr. Suurr. $22,400,000. 

Mr. Passman. What is the amount of the estimated unliquidated 
balance in this program for June 30, 1958? 

Mr. Suurr. $65,147,000. 

Mr. PassMAN. Then, you have funds for nearly 3 years on that 
item on the basis of the 1958 estimated expenditures? 

Mr. Suurr. That is correct, Mr. Chairman, but in this particular 
item we are talking about a cost-sharing proposition. 

Consequently, we are to some greater or lesser extent dependent 
on our partners in this. 

Mr. PassMan. I understand that, sir. 

Mr. Suurr. So that this and one other program—the mutual 
weapons development program—fall into a special category because 
the money is not expended the same way as some of these other 
moneys are. 

Mr. PassmMan. I want the record to show that I had reference to 
being funded for 3 years after the close of fiscal year 1958, and not at 
the beginning of fiscal year 1958. 

Mr. Suurr. Yes, sir. 


Morvat Weapons DEVELOPMENT PROGRAM 


RATE OF EXPENDITURES 


Mr. Passman. What is the estimate for fiscal year 1958 expenditures 
under the mutual weapons development program? 
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Mr. Suurr. $29,200,000. 

Mr. Passman. How much has actually been spent? 

Mr. Saurr. How much has been spent this fiscal year? 

Mr. PassMan. Yes, sir. 

Mr. Suurr. Mr. Chairman, this is something that I am going to 
have to research. May we come back to it? 

Mr. Passman. All right. What will the unliquidated balance 
total as of June 30, 1958? 

Mr. Suurr. $88,174,000. 

Mr. PassmMan. Again, you will be fully funded on that basis for 
3 years? 

Mr. Suurr. Yes, sir. 

Mr. PassMan. Approximately 3 years? 

Mr. Suurr. Approximately 3 years; yes, sir. This, as I mentioned, 
is also a cost-sharing proposition. 

So, we are dependent upon our partners here. 

Mr. Passman. And when our partners fall down, we build up huge 
unliquidated balances. I am sure you would want the committee to 
take that fact into consideration. 

Mr. Suurr. I would surely want that, Mr. Chairman, but I would 
like to remind the chairman that our whole pipeline has been coming 
down very steadily over a period of years. 

Mr. PassMan. I want to thank the gentleman. I think that is 
complimenting this committee. This is finally being brought to a 
point where we can just about see the flow. In my opinion, this is 
helpful. 

Mr. Suurr. I would like to say one other thing in connection with 
this program: We are, not slow to stop these kinds of projects, too. 

So some of the unliquidated balance here indicates projects that 
were originally thought to be good but were stopped so that the 
money would not be wasted. 

Mr. PassmMan. As usual, the gentleman is just as factual and 
honest as he can be. 


Miurrary Sates AND LOANS PROGRAM 
RATE OF EXPENDITURES 


What is the annual rate of expenditure in the military sales and 
loans program—the estimate for 1958? 

Mr. Suurr. $11,200,000, sir. 

Mr. Passman. Mr. Secretary what is the amount of the estimated 
unliquidated balance as of June 30, 1958? 

Mr. Suurr. $143,075,000. 

Mr. Passman. On that basis, then, vou are funded for 13 years on 
that item? 

Mr. Suurr. By your formula, Mr. Chairman, you are indeed 
correct. 

Mr. PassmMan. Let us use the actual rate of expenditures at $11.2 
million which you estimate will be expended in fiscal 1958, and then 
the estimated unliquidated balance of $143,075,000. That is ordi- 
narily a 13-year supply, according to simple mathematics. 

Mr. Suurr. I was just agreeing with the chairman that based 
upon your formula, sir, this is exactly right. However, there is some- 
thing else I would like to say. 
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This falls into pretty much the same category as the modernization 

rogram. We are endeavoring, as I have mentioned several times 
aves, to grind a little more mutuality into our portion of the mutual 
security program. This is a new program. We must proceed slowly 
in this area. 

We must endeavor in this area to sell for credit. I do not think it 
tells the whole story to suggest how many years we are funded from 
the point of view that the chairman has used in his formula. When 
we can get more people to operate on a credit sales basis, the un- 
liquidated balance will decrease very rapidly. Similarly, the moderni- 
zation program will go up very rapidly when the new weapons that 
have been ordered a year or 2 years ago start being delivered. 

Mr. Passman. Mr. Secretary, you have a perfect right to supple- 
ment my statements. I am only going by your own justification in 
arriving at the expenditures and the unliquidated balances. 

Mr. Suurr. That is correct. 

Mr. PassmMan. You say that this program is new. I think if you 
will turn to page 20 of your nonregional programs, you will find that 
you had this program in 1957 and 1958, and it is now proposed again 
for 1959. 

Mr. Suurr. Actually, Mr. Chairman, it is the revolving fund as a 
credit sales operation that is going to make this program workable. 
We got that authority only last year, sir. 

e have had military sales right along—and this I know—but 
there is a device in the legislation of last year that I think will heip us 
get some of these ae on their own if we can give them a little more 
time to pay the bill. 

Mr. PassMan. I hope you succeed, Mr. Secretary. 

Mr. Forp. Mr. Chairman, may I ask a question at this point? 

Mr. Passman. Surely. 


PAYMENTS IN LOCAL CURRENCIES 


Mr. Forp. What percentage of these arrangements have been 
predicated upon payments being accepted in local currencies? 

Mr. Suurr. May I ask Mr. Shaw to answer that question, Mr. 
Ford? 

Mr. Forp. Surely. 

Mr. Suaw. Mr. Ford, local currencies are not accepted under the 
agreements for the sales program unless it is determined by ISA that 
local currency can be used immediately in the military assistance 
program. 

Mr. Forp. What do you mean by “immediately,” and for what 
purpose? 

Mr. Suaw. First of all, we are authorized under section 103 (c) of 
the Mutual Security Act to sell material on the basis of a 3-year 
repayment schedule. The payments may be made at periodic times 
within that 3 years, but the understanding is that all payments or 
funds will have been repaid by the end of the 3-year period. So, when 
the agreement is signed with the country concerned ISA determines 
whether it is feasible and possible to accept repayment in local 
currencies, 

The payment dates are determined at the beginning when the 
agreement is signed. 
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Mr. Forp. What percentage of sales to date have been under that 
arrangement generally? 

Mr. SHaw. About 33.3 percent. 

Mr. Forp. How do you get a revolving fund when you end up with 
one-third of the obligational authority available tied up in local 
currency which involves a foreign exchange problem, virtually lacking 
transferability? 

Mr. Suaw. No, sir; it does not quite work that way. Let us take 
an example: We negotiated this year a $30 million sales program with 
France. They are going to purchase the material with Tecal cur- 
rencies. We know that we will be able to use those $33 million, if 
they are received, to pay our offshore procurement cost in France for 
material that will be going to Greece, Turkey, and other places in 
Europe. Therefore, it becomes a revolving fund in that we are 
authorized by the law to receive these currencies in our accounts. 

Heretofore, we have been required to deposit all repayments of 
loans from the military assistance appropriation in the miscellaneous 
receipts of the Treasury. 

Mr. Forp. Then on the payment of offshore procurement accounts 
by the foreign currencies the fund is replenished theoretically back in 
the United States? 

Mr. Suaw. That is correct. 

Mr. Suurr. Out of the appropriated funds. 

Mr. Passman. Mr. Secretary, before we resume the questioning on 
this, you have referred to “your formula,” meaning my formula. 

Is it not a standard formula? It does not necessarily follow that 
it is my formula when I use the actual figures, does it? 

Mr. Suurr. Perhaps, my choice of words was a poor one, Mr. 
Chairman. 

Mr. Passman. It is a standard formula, is it not? 

Mr. Suurr. Yes; it is a standard formula. 


OverRSEAS INTERNAL SECURITY PROGRAM 
RATE OF EXPENDITURES 


Mr. Passman. What is the annual rate of expenditure in the over- 
seas internal security program? 

Mr. Suurr. $1,257,000. 

Mr. Passman. What is the amount of the estimated unliquidated 
balance in this fund as of June 30, 1958? 

Mr. Suurr. $10,845,000. 

Mr. Passman. At this rate of expenditure, you would be funded 
for 8.5 years, would you not? 

Mr. Suurr. That is correct, sir. There is something to be said 
about this program, too, sir. 

It is new, and it has not gotten in the stream yet. 

Mr. Passman. They have good propellers? 

Mr. Suurr. Off the record. 

(Discussion off the record.) 
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Minitary Assistance TRAINING ProGrRAM 


RATE OF EXPENDITURE 


Mr. Passman. What is the annual rate of expenditure in the mili- 
tary assistance training program for 1958? 

Mr. Suurr. $3,058,000. 

Mr. Passman. What will be the estimated unobligated balance on 
June 30, 1958? 

Mr. Suurr. $14,382,000. 

Mr. PassmMAn. Under that rate of expenditure you are funded for 
5 years? 

Mr. Suurr. Yes, sir. 

Mr. WiccieswortsH. Mr. Chairman, you used the words “unliqui- 
dated balance” several times. 

Mr. PassMAN. Yes, sir. 

Mr. Wice.ieswortu. Do you refer to the “unobligated balance’’? 

Mr. Passman. No; unliquidated. It is obligated. 

Mr. Suurr. On the subject of training—— 

Mr. Taser. Could I ask a question? 

Mr. PassmMan. Certainly, Mr. Taber. 


INCREASE IN ESTIMATES FOR 1959 


Mr. Taser. Now, I do not understand that because the table on 
page 1 of the justification shows $14,290,000 for training. 

Now, it seems we have twice as much being asked for the coming 
year. 

Mr. Suurr. Yes, sir. You may remember, Mr. Taber, in my 
prepared statement op page 9, sir, I said the respective dollar values 
of country training programs are set forth in another table. 

Additional funds in the amount of $29.3 million are required for 
that portion of the training program not specifically related to recipi- 
ent countries, such as expenses for certain advanced weapons, training 
technical representatives, state mission expenses, and training of 
United States MAP supervisory personnel. 

The figure on page | is the country program figure. The figure 
that we are talking about here is for this other type of nonregional 
training. 

Mr. Taser. Why would that be in the same line across the page 
on page 1? I do not understand. If they are different, why would 
they be on the same line? ‘They are in the program both for 1959— 
the $29 million—or twice as much as the 1958 program. 

Mr. Suurr. Yes, sir. The reason for the tremendous increase is 
the fact that for missile training—we are getting into missile training 
at this point for these various programs—it is a long and expensive 
proposition. Some of these boys go to school for as long as 70 weeks. 
So, this makes the training considerably more expensive than it has 
been for training for conventional-type weapons. 

Mr. Passman. Thank you, Mr. Taber. 

Nevertheless, according to the actual expenditures in fiscal 1958, 
you do have a 5-year pipeline? 
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Mr. Suurr. Yes, sir. 

Mr. Passman. And you are asking for double the amount for fiscal 
1959 as you received for fiscal 1958? 

Mr. Suurr. That is right, sir. We have a valid requirement, 
Mr. Chairman, for a lot of training money largely due to the extended 
and expensive training for missile technicians or the various countries 
around the world. 

Mr. Passman. Mr. Secretary, we have just established that you 
have a 5-year pipeline, and in addition to that you are asking for 
double the amount for fiscal 1959. 

Mr. Suurr. The committee, of course, knows that there is nothing 
sacred about the expenditure. rate estimate for 1958. There is not 
anything that indicates that because we spent that in 1958 we are 
going to continue on this basis. Each time you have asked the ques- 
tion, Mr. Chairman, you have said “at the rate of expenditure,” and 
“at the current rate of expenditure,” and this is exactly right. 

Mr. Passman. Mr. Secretary, I again refer to those two beautiful 
statues at the Archives Building on Pennsylvania Avenue. One is 
inscribed, ‘‘What is past is prologue,’’ and the other, “Study the past.” 

There is only one way that we can really bring this out, and that is 
to consider your expenditures for previous years and then ask questions 
about the year ahead. If you are asking for too little this year, you 
certainly asked for too much in prior years, because it was more than 
you could obligate or spend. 

Mr. Suurr. But, Mr. Chairman, may I just add one more thing? 

Mr. Passman. Please do. 

Mr. Suurr. I am not trying to get the last word here 

Mr. Passman. You may have the last word. You need to have 
the last word on the basis of the testimony this morning, and I give 
it to you. 

Mr. Suurr. When you go to a different kind of a program, Mr. 
Chairman, from a conventional-type of program to a very modern-type 
of a program where your training time multiplies itself by 10 or 12 
times, then obviously you are not going to spend your money at the 
same rate that you did previously. 

You are going to increase the spending of training money by pretty 
Gargantuan proportions here. So, I think you are kind of comparing 
apples and oranges. 

To be sure, at the rate of the estimated expenditure in 1958, we 
would be 5 years funded. 

Mr. Passman. On this one program? 

Mr. Suurr. On this one program; yes, sir. 

Mr. Passman. And as much as 13 years on others if the same for- 
mula applies? 

Mr. Forp. Mr. Chairman, could I ask a question? 

Mr. Passman. Surely. 





ESTIMATED UNLIQUIDATED BALANCE FOR 1959 


Mr. Forp. I would like to say that on the basis of the interrogation 
I think you have a very valid point, but I wonder could they estimate 
in this instance, which is a good example of their anticipated expendi- 
ture, what would actually be the unliquidated balance in fiscal 1959? 
Mr. Passman. Would you answer that question? 
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Mr. Taser. What is the unliquidated balance that we are going 
into 1959 with? 

Mr. Forp. In this case, Mr. Taber, this is training. I think that 
is what we were referring to. 

Mr. Suurr. Yes, sir. 

Mr. Forp. And their anticipated expenditures in fiscal 1958 are 
$3,058,000. The unliquidated balance or unexpended balance, which- 
ever word you want to use, as of June 30, 1958, is $14,318,000. 

Using those two figures, we arrive at a figure that the chairman 
has, I think, but it seems to me it is fair to ask what is their anticipated 
expenditures in fiscal 1959. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

What is the estimated expenditures in these first categories on which 
we have just interrogated? 

Mr. Forp. I would like to have that answered for the record just 
for my own information. 

Mr. PassmMan. Will you first submit such information to the com- 
mittee? 

Mr. Suurr. Yes, sir. 

Mr. Passman. If you are going to provide the estimates for fiscal 
1959, then we want you to refer to the performance in fiscal 1958 to 
see if one will support the other. Is that fair? 

Mr. Forp. Surely; absolutely. 

Mr. PassMan. You have a performance record which we must take 
into account when you submit these estimates, as one relates directly 
to the other. 

Mr. Suurr. Mr. Chairman, if you please, would you like this 
supplied for the record? 

Mr. Passman. I should like the data supplied to the committee. 
We are going to study closely your performance record in connection 
with your estimate for 1959. 

Mr. Taser. Could not these gentlemen do it now? 

Mr. Passman. They say they cannot. 

Mr. Suurr. I would like, however, to address myself to this partic- 
ular one, now, Mr. Chairman. 

Mr. Passman. This particular small item or the total programs? 
We are just as interested in one item as we are in the others. 

Mr. Suurr. I am sure you are. 

Mr. Passman. There is a large total, and we have run this down 
from top to bottom. We should prefer to have the information on 
each item as to the performance record, and your estimate. Please 
provide the data for the committee so that we may study it and insert 
it in the record. 

Mr. Taser. The trouble with this thing is this: If we do not get, 
while these people are here before us, a picture of what it is so that 
we have some idea what we want to develop in connection with it, 
we are out the window. 

That is why I would like to see it now. 

Mr. Passman. What are the estimates in each one of these cate- 
gories for expenditures in 1959? And what is the record of perform- 
ance for fiscal 1958? 

Could we receive the answer to this particular one now, and then 
add the others? 
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Mr. Suurr. Mr. Chairman, on this particular program for training 
I would guess all of the $14,382,000 unliquidated funds would be 
spent in the next fiscal year along with about one-half of what we 
are asking for in fiscal year 1959. 

Mr. PassMan. Upon what basis do you establish that estimate? 

Mr. Suurr. An accelerated training program for missiles. 

Mr. PassMan. How does the estimate compare with your perform- 
ance record for fiscal 1958? 

Mr. Suurr. Well, it cannot be compared. 

Mr. Passman. Then we want to find out at this point what the 
witness has said that they would spend in fiscal 1958. 

Mr. Suurr. Sir, | could not answer what others have said. 

Mr. PassmMan. Does the Controller have that information? 

Mr. SHaw. No; I am sorry, Mr. Chairman. 

Mr. PassmMan. Do you recall whether or not you established last 
year the estimated expenditure rate for fiscal 1958? 

Mr. SuHaw. Mr. Chairman, last year’s presentation did not break 
out this exceptional type of training. It was included in all the other 
training. Our training program total has been running about from 
$57 million in fiscal year 1957 to an estimated total of $86 million in 
fiscal year 1959. I am speaking of everything now, including the 
training that is in the country programs. That program involves a 
direct citation and the funds are allocated to the military department, 
and they are expended almost currently. 

Mr. Passman. Dealing specifically with this item? 

Mr. Suaw. Yes, sir. 

Mr. PassMAN. Your expenditure for fiscal 1958 would total what 
amount? 

Mr. Suurr. $3,058,000. 

Mr. Passman. What was the amount of the request last year for 
fiscal 1958? 

Mr. Suurr. $14,296,000, sir. 

Mr. PassmMan. On that basis, you spent about 21 or 22 percent of 
what you estimated you would spend when you appeared before the 
committee last year? 

Mr. Suaw. That is probably correct, Mr. Chairman. 

Mr. PassmMan. There could be a repetition of that condition this 
year? 

Mr. Suaw. No, sir. 

Mr. Passman. I believe the Secretary said he estimated the ex- 
penditure would be thus and so. 

Mr. Suurr. No, sir, Mr. Chairman; I do not think it is possible for 
it to turn out that way this year. As Mr. Shaw just said, this is broken 
out this way for the first time. It is a current program, and we con- 
fidently expect to expend the unliquidated total expenditure in fiscal 
year 1959 plus at least 50 percent of the new 1959 program. 

Mr. Passman. Did you not expect when you requested funds for 
this program last year that you would spend the $14,296,000? 

Mr. Suurr. We did not; not necessarily. 

Mr. Passman. What did you estimate you would spend? 

Mr. Suurr. That I cannot tell you, sir. 

Mr. PassmMan. Thank you again, sir. 
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Mr. Forp. In fiscal 1958 you anticipated spending $3,058,000 
against an appropriation program of $14,296,000. 5 

You are asking in fiscal 1959 new obligational authority to the 
extent of $29,337,000, which if added to your unexpended balance, 
comes to $43,719,000. 

If I understood the testimony a minute ago, you anticipated 
expending all of the $29,337,000 plus one-half of the previously 
unliquidated balance of $14,382,000? 

Mr. Suurr. Just the other way around, Mr. Ford. We expect to 
expend the $14% million plus one-half of the $29 million. 

Mr. Taser. The balance of the $14 million, you mean? 

Mr. Suurr. Yes, sir. 

Mr. Passman. Did you state, Mr. Secretary, that it was your 
“guess” that that would be the expenditures? 

Mr. Suurr. It is my estimate, Mr. Chairman. I said “guess.” 


NATO INFRASTRUCTURE 


Mr. PassMan. On page 5, at the last item on the page, NATO 
infrastructure, you state: 

Funds in the amount of $60 million for NATO infrastructure are required for 
fiscal 1959 as compared to $65 million for fiscal 1958, and $57.8 million for fiscal 
1957. NATO infrastructure includes airfields, communications, storage facilities, 
warheads, and training installations for the military forces committed to NATO. 

This program is one of those to which many nations contribute to 
the NATO funding, and that is done on a matching basis? 

Mr. Suurr. Yes, sir. 

Mr. PassMan. In addition to this, do we build certain airfields and 
installations out of the direct military appropriation? 

Mr. Suurr. For our own military forces; yes, sir. 

Mr. Passman. In foreign countries there are two programs of 
military base construction? One is the direct defense appropriation, 
and one is under NATO, which involves the matching funds of the 
several nations in NATO? 

Mr. Suurr. That is right, sir. 

Mr. Chairman, Mr. Shaw would like to add something to the 
infrastructure information. 

Mr. SHaw. Just a brief statement, Mr. Chairman, in connection 
with the question you just raised. 

Infrastructure is built to what is known as SHAPE standards. 
There are technicians on the International Staff of NATO who 
establish minimum standards. All of this NATO common funding 
is done on a very economical bsais. 

In certain places it has been necessary for the United States who 
has been assigned the occupancy of these installations, to build addi- 
tional things required by the United States not included in the 
NATO standards such as housing, depots, and things of that sort, 
because we are so far away from our supply base. That is the differ- 
ence between the two programs. 

Mr. PassmMan. I wanted to be clear that I was not directing criti- 
cism. Off the reeord—— 

(Discussion off the record.) 

Mr. Passman. Mr. Natcher? 
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Far East VenIcLe PrRoGRAM 
JUSTIFICATION FOR OFFSHORE PRODUCTION 


Mr. Narcuer. Mr. Secretary, in your statement you inform the 
committee that some 10,294 trucks with World War II specifications 
will be secured in Japan. 

How do you feel generally about the off-shore procurement pro- 
gram, Mr. Shuff, keeping in mind we are going through a recessionary 
period in this country, and, in a number of sections throughout the 
United States, we have labor surplus disaster areas? 

Mr. Suurr. Well, sir, I am very conscious of the fact that we do 
have a recession, that we do have labor disaster areas, and so forth. 
From a point of view of operating a valid program, it is my intent 
and my purpose to try to get the best program for the smallest amount 
of money. The history of the offshore procurement program as it 
relates to the military assistance program presents a picture some- 
thing like this, sir; A considerable amount of offshore procurement 
being done in this area [indicating] which is the 1953-55 area, with 
an absolute minimum being done in the 1958-59 area. 

So, Mr. Natcher, we are, I think, committed to doing as much as 
possible in the United States, but where it is very definitely to the 
advantage of this program I am in favor of offshore procurement. 

Mr. Narcuer. Mr. Shuff, as far as the trade policy of our country 
is concerned, and our foreign policy program, I realize full well that 
trade cannot be a one-way street, especially from the standpoint of 
the other countries of the world. But in the mutual security program 
where we are expending approximately 20 percent of the money in 
offshore procurement, regardless of the price of an article purchased, 
if it is to be given to some country abroad in this program, why should 
this article not be manufactured and purchased from our people at the 
present time, regardless of the price? 

Before you answer that, Mr. Shuff, I should like for you to keep in 
mind this point. On January 1, 1946, there were no Communists in 
Japan. Today they have approximately 2 million openly organized, 
not underground but openly organized. Why do we have to purchase 
$40 million worth of trucks in Japan, regardless of World War II 
specifications or anything else? Why not purchase these trucks in 
the United States of America? 

Mr. Suurr. Well, sir, let me back up a little bit here. The military 
portion of this program does not spend 20 percent of its undertaking 
abroad. Taking into consideration foreign construction, which obvi- 
ously cannot be done anywhere else—— 

Mr. Nartcuer. Mr. Shuff, will you pardon me there. My state- 
ment was that 20 percent of the entire mutual security program is in 
offshore procurement. I believe you will find that is true. 

Mr. Suurr. I do not question that, sir, but I am not responsible 
for the whole program. I am only responsible for the military assist- 
ance part ofit. When you take out foreign construction, only approxi- 
mately 8 percent of the fiscal year 1959 military assistance materiel 
portion of this program is planned for purchases overseas. It is a 
pretty small percentage. Of that percentage a good deal of that 
amount is spent for spare parts for foreign hardware, which could 
not possibly be manufactured in the United States under any circum- 


stances. 
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Dealing directly with the question that you asked about these 
vehicles in Japan, I do not think Detroit would be willing to set up a 
line to manufacture World War II vehicles. 

Mr. Narcrer. Have you tried? Have you taken this matter up 
with Detroit or any other point in the United States? 

Mr. Suurr. No, sir, I have not. But I do know a little bit about 
production by virtue of my civilian occupation prior to the time I 


came with the Department of Defense. would be very surprised, 
a ae a 

sir, if they would. This is only one reason. May I go off the record, 
please? 


Mr. Narcuer. Off the record. 

(Discussion off the record.) 

Mr. Suurr. Mr. Natcher, I appreciate your concern with the off- 
shore procurement program in the military assistance program. We 
have endeavored where it has been feasible and where the recipient 
countries have been capable of absorbing additional material to ask 
the three Military Departments to accelerate the delivery of some of 
this material that is programed. 

What this does is that it speeds up the orders for replacement ma- 
terial by the three Military Departments and as you know, Mr. 
Natcher, the Army, Navy, and Air Force, for their own account have 
endeavored to expedite orders that resulted in specific business in 
order to relieve some of the distressed labor areas that you speak of, 
sir. 

Mr. Narcuer. Thank you, Mr. Shuff. That is all, Mr. Chairman 


REHABILITATION OF WORLD WAR II VEHICLES 


Mr. Denton. What is the matter with our American trucks that 
they cannot be used overseas? You stated in your statement it is 
not practical? What is wrong with them? 

Mr. Suurr. There is nothing wrong with them. As a matter of 
fact, they are too advanced for the people we are talking about. 
There are many, many thousands of World War II trucks in the Far 
East area, in the hands of our allies. To mix into that the modern- 
type truck, which is being ordered by our Military Departments, 
would do what you gentlemen so often call to our attention, that is, 
increasing very substantially our pipeline in the vehicle operation. 
We would have to have two different kinds of pipelines. The kind of 
military vehicles that are in existence today are considerably different 
from the World War II types of vehicles. We would have to have a 
pipeline for the vehicles that are out there and an additional pipeline 
of considerable magnitude for modern vehicles as we know them now. 

In addition to that, Mr. Denton, it would make a requirement for 
additional skills on the part of the recipients in the Far East so we 
would have some additional training costs involved. 

Over and above that, we have now working in Japan, Korea, the 
Philippines, Vietnam, and Taiwan automobile vehicle rebuild and 
rehabilitation centers, which are doing a real good job rehabilitating 
the vehicles that are in the Far East. 

This would have to change materially. Newer tools would have to 
be supplied. They would have to run two lines in their rebuild 
facilities. 

We are committed to World War II vehicles at this point, sir. 
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Mr. Forp. Would the gentleman yield for a question? 

Mr. Denton. Yes. 

Mr. Forp. As 1 understand this procurement it is for 10,000- 
plus vehicles in various categories. Are there current production 
lines operating in the United States for these vehicles? 

Mr. Suurr. No, sir. 

Mr. Forp. From what source are you getting the tools, dies, jigs, 
et cetera, for the establishment of this line? 

Mr. Suurr. This has been operating, Mr. Ford. 

Mr. Forp. Where? 

Mr. Suurr. In Japan. 

Mr. Forp. This is a continuation of an existing production line? 

Mr. Suurr. Yes, the tools, dies, jigs, and fixtures were procured 
some time ago and were originally used during the Korean war. 

Mr. Forp. For new procurement or for rehabilitation? 

Mr. Suurr. For rehabilitation. 

Mr. Taser. Is that what you are doing now? 

Mr. Suurr. We are doing both rehabilitation work and new produc- 
tion. This was for the United States Army at the time of the Korean 
war. 





DELIVERIES OF VEHICLES MANUFACTURED IN UNITED STATES DURING 
1957 AND 1958 


Mr. Forp. Several days ago I asked a question as to the deliveries 
during fiscal 1957 of vehicles manufactured in the United States 
under the military assistance program. I understand you have that 
information available. 

Mr. Suurr. Yes, sir. 

Mr. Forp. Would you insert that in the record and would you 
discuss it? 

Mr. Suurr. I would be delighted to. What we are talking about 
here is only the Far East. There are quantities of other vehicles, 
very substantial quantities of other vehicles, procured in the United 
States which are being drawn from the stock of the military depart- 
ments which in order to replace them go out and place new orders to 
the extent of 1,041 trailers valued at $6,898,000; 10,694 trucks valued 
at $41,641,000; 266 tanks valued at $17,777,000; 419 combat vehicles 
other than tanks valued at $10,553,000; othe T motor vehicles amount- 
ing to $24,672,000; and vehicle components and spare parts totaling 
$90,922,000, for a grand total of $192,463,000. 

Mr. Forp. Could you put in the record to the best of your ability 
the similar figures for fiscal 1958? I know that you cannot be as 
specific, but you can certainly come fairly close for fiscal 1958. 

Mr. Suurr. Yes; I can supply that for the record. 

(The information may be found in the appendix on p. 1562.) 


OWNERSHIP OF TOOLS 


Mr. Denton. Who owns those jigs and dies and the other tools? 

Mr. Suurr. I could not tell you, but I can find out for you. 

Mr. Denton. Mr. Shaw, I believe, knows. 

Mr. Suaw. There are two types of programs being operated in the 
Far East, Mr. Denton. The majority of the tools are owned by the 
recipient countr les. 
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Mr. Denton. How did they get them? 

Mr. Suaw. They came from the military assistance program. 

Mr. Denton. How long ago? 

Mr. Suaw. Within the last 4 years. 

Mr. Denton. The foreign countries operate this rehabilitation 
center? 

Mr. Suaw. With their own personnel under the supervision of 
Americans. 

COST OF TRUCKS BEING REHABILITATED 


Mr. Denton. Look at this statement—$40 million for procurement 
in Japan of 10,294 trucks. Is Japan making or rehabilitating those 
trucks? 

Mr. Suurr. They are making them. 

Mr. Denton. That is an awful price to pay for World War II 
trucks, is it not, $4,000 apiece? 

Mr. Suurr. I would not say that was an awful price, sir, for 2-ton 
trucks. 

Mr. Denton. World War II trucks? Does Japan have an auto- 
mobile factory? 

Mr. Suurr. Yes, sir. 

Mr. Denton. What kind of automobiles do they make? 

Mr. Suvrr. I do not know what kind of automobiles they make. 
Japan, as you know, sir, is very skilled in the machine-tool industry. 

Mr. Denton. Are they custom built or do they make them on a 
production system? 

Mr. Suurr. These are production trucks. 

Mr. Denton. A production line? 

Mr. Suurr. Yes, sir. I am reminded that a 2%-ton World War II 
truck on our production lines at the height of World War II went at 
something in excess of $6,000. 

Mr. Denton. Off the record. 

(Discussion off the record.) 

Mr. Suurr. What we are doing is picking up 3 damaged vehicles 
or 3 wornout vehicles and making 2 rehabilitated vehicles out of 
them. It takes 3 to make 2. 

Mr. Denton. That costs $4,000 to make each of the old trucks. 

Mr. Suurr. No, sir; that is new production. 

Mr. Denton. In your statement this is new production? 

Mr. Suurr. Yes, sir. 

Mr. Mitier. That is to take the place of the third truck you 
salvaged to make 2 out of 3. You have to build a new one. 

Mr. Suurr. That is exactly right. 

Mr. Denron. If you bought these same trucks on the Government 
wholesale price, would that be more expensive than buying these old 
second-hand trucks and having World War II trucks made over? 

Mr. Suurr. It would be infinitely more expensive. 

Mr. Denton. To buy new? 

Mr. Suurr. Yes, sir. Ifa World War II truck cost $6,000 plus to 
manufacture in World War II, with newer trucks now being made 
with hydraulic transmissions and things of that variety, I am in- 
formed that a modern 2%-ton truck of today is being manufactured 
at a cost of $9,000. 

Mr. Denron. I hate to see Americans out of work, especially in 
the automobile field, and not having their services made available at 
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this time. It seems we should try to stop this recession by putting 
these automobile factories to work. We really have surplus labor 
where Japan does not. I do not know about the item of cost. I 
would not think you would get as much in buying a World War II 
truck for the money as you would in buying a new one. World War 
II trucks are now 17 years old, some of them. That would be expen- 
sive to run a truck that old even if it is reconditioned. There is a 
repair item there, too. 

Mr. Suurr. You know as well as I do the Douglas Aircraft Co. 
stopped making DC-—3 airplanes many, many years ago. 

Mr. Denton. They are still around. 

Mr. Suurr. There are thousands of them around. I would guess 
they have all been rebuilt. 


MopERNIZATION—MiIssILEs AND AIRCRAFT 
ESTIMATED EXPENDITURES 1959 


Mr. Denton. On page 5, I take it that you expect to spend 
$288,246,000 for these missiles and aircraft in 1959. That is what 
you are asking us to appropriate. 

Mr. Suurr. $288,246,000, is that what you said? 

Mr. Denton. Yes, sir; is that right? 

Mr. Suurr. Yes, sir. 

Mr. Denton. I notice that is practically all in Europe. It is to be 
spent in Europe? 

Mr. Suurr. Yes, sir. 

Mr. Denton. Have you actually allocated it there or is that tenta- 
tive or illustrative? 

Mr. Suurr. It is tentative. This is based on the requirement by 
SACEUR AND JCS. 

Mr. Denton. What does that mean? 

Mr. Suurr. Supreme Allied Commander in Europe, General 
Norstad, and Joint Chiefs of Staff allocated these items from the 
point of view of force goal requirements. It is not illustrative in any 
other sense than that. Whether these will actually go to these coun- 
tries in the exact provision that we have made for them, I cannot 
answer, because as these missiles and these aircraft come off the pro- 
duction line they will be assigned to the countries that have the 
greatest priority for them at the time that they are deliverable. 

Mr. Denton. From the Joint Chiefs of Staff? 

Mr. Suurr. Yes, sir. 

Mr. Denton. How long do you think it will take to make delivery 
on these? 

Mr. Suurr. Missiles have a considerably longer lead time than is 
regular for the program. Getting a start in missile weaponry takes 
longer than it will at some future time when we get a little more used 
to it. 

Mr. Denton. I am sure of that. About how long will it be? 

Mr. Suurr. I would say somewhere between 24 and 30 months. 

Mr. Denton. How much of a carryover have you in this particular 
program? How much money do you have still unspent? 

Mr. Suurr. It is on the bottom of page 7, sir. At the end of this 
fiscal year we think we will have a carryover in pipeline of $510,403,000. 
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Actually in our modernization program, which we are talking about 
here, we have had very, very few deliveries up to this point. 

Mr. Denton. In this program? 

Mr. Suurr. Yes, sir. 

Mr. Denton. You are having troubles getting deliveries in the 
United States, for that matter, from what you say here. 

Mr. Suurr. It is true. 

Mr. Denton. That is all. 


REDUCTION IN ESTIMATE, 1959 


Mr. ALEXANDER. Mr. Shuff, I notice in the modernization—amissile 
and aircraft program for 1959 you are asking for approximately $75 
million less than you had in that program last year. What is the main 
reason for that? 

Mr. Suurr. Largely production. If you will look down on page 6 
in the 1959 program, you will see a couple of figures that have minus 
signs in front of them. Without mentioning the figures, this is what 
we need but cannot get by virtue of not being able to get production. 

Mr. ALexANpER. In this particular program, does the recipient 
nation contribute in any way on a joint payment for these weapons? 

Mr. Suurr. No, sir; they do not participate in the cost of the 
weapons. How ever, in a gr eat many instances they are participating 
from a point of view of supplying the real estate. 

One other thing that is significant in this area is this: We are 
endeavoring to establish a program that we want to call the NATO 
coordinated production program with which we will help some of our 
allies with technical assistance. 

We are going to help some of our allies to produc e weapons so that 
they can carry on so that the weapons so produced will not become 
obsolete as soon as they get out of the gate. 


RELATION TO MILITARY ESTABLISHMENT PROGRAM 


Mr. ALEXANDER. How does this program differ from the program 
we have in the Military Establishment in our own country? I do 
not see the distinction in this program other than that it is going to 
certain countries. Does our own military not put certain weapons 
of this nature in those countries outside of this program? 

Mr. Suurr. Yes, our own military does put some of these weapons 
in some countries, but of course they do not put them in all countries. 

Mr. ALEXANDER. What is the distinction in this program from 
what we were doing under the military setup? 

Mr. Suurr. Under the United States military setup? 

Mr. ALEXANDER. Yes. 

Mr. Suurr. The supply of these weapons supplements what out 
own military do. As a result we get that much more protection. 

Mr. Auexanper. That is the only distinction that I see that it 
does some more of the same type of thing. 

Mr. Suurr. Yes, sir. 

Mr. ALEXANDER. I notice we are giving this to a very few countries 
actually: is that not right? 

Mr. Suurr. Yes, sir. 
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at ALEXANDER. Is that because the other countries are not ready 
yet! 

Mr. Suurr. Off the record. 

(Discussion off the record.) 

Mr. ALExAaNDER. Do we not also give through NATO another 
program other than the United States military and other than the 
modernization missile and aircraft program we are talking about here? 

Mr. Suurr. Actually we hope that by giving in the modernization 
program we can get some of these countries to take on more of their 
regular conventional force maintenance for themselves. As a result 
of spending our money on modernization we are attempting to get 
them to-pick up a greater portion of the cost of this program through 
the maintenance of what we know as their conventional forces. 

Mr. ALexanpvER. Do you think this program will continue to get 
smaller year by year or do you have a guess on that? 

Mr. Suurr. I am afraid before it gets smaller it may get bigger. 

Mr. ALEXANDER. That is all. 

Mr. Passman. Mr. Taber? 


ANALYSIS OF EXPENDITURES, 1958 


Mr. Taxser. If you will turn to page 1, please, give me what your 
expenditures were for each item in that picture right down through 
that first block of figures, 1958, the actual expenditures as of the end 
of 1958. Can you do that? If we do not get this it is hard to get 
the hearings back in time to go over it before markup and have it of 
any value to us. 

Mr. Suurr. Special materiel program, $290 million. 

Mr. Taser. You mean Far East area program? 

Mr. Suurr. I am sorry; that is total. 

Mr. Taser. Total expenditure? 

Mr. Suurr. Total expenditures would be $548,444 ,000. 

Mr. Taser. Can you break that down? 

Mr. Suurr. Yes, sir. 

Mr. Taser. Go right down through that. 

Mr. Suurr. Far East area program $28,273,000. Modernization 
missiles and aircraft, $1,936,000. 

Mr. Taser. Is that all expended out of the program of this size? 

Mr. Suurr. Yes, it’s long lead time here and we are just starting 
out. Spare parts $145,389,000; packing, crating, handling and trans- 
portation, $114,700,000; facilities assistance program, $22,400,000; 
infrastructure, $70 million; international military headquarters, 
$6,300,000; mutual weapons development program, MWDP, $29,- 
200,000; administration, $23,200,000; loans, $11,200,000, and nutri- 
tion survey, I do not have the figure 

Mr. Taser. That is very small. 

Mr. Suurr. OISP, $1,257,000. Training, $3,058,000; U. N. logis- 
tical support in Korea, $12 million; and miscellaneous, $79,531,000. 

Mr. Taser. Miscellaneous seems to be way above the previous 
figures. I do not know what that covers. 

Mr. Suurr. These are programs not identified by area or country 
and include such things as aircraft modification materiel, and so forth. 
I will furnish a list for the record. 

Mr. Taper. I think we should have it. 
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Mr. Suurr. All right, sir. 
(The information has been furnished to the committee.) 


MopDERNIZATION MIssILES AND AIRCRAFT 


Mr. Taser. This modernization missiles and aircraft, what about 
that? You have spent only a small part comparatively of your pro- 
gram there. 

Mr. Suurr. That is correct, sir. Modernization-missiles and 
aircraft is a new program and it is a program involving very long lead 
time. 

Mr. Taser. Are you going to need the new money? 

Mr. Suurr. Yes, sir. 

Mr. Taser. Is all of this going to be obligated? 

Mr. Suurr. Yes, sir. You know that it is not expended until it 
is delivered. 

Mr. Taser. I appreciate that. 

Mr. Suurr. So that this is on order. This is all earmarked. 

Mr. Taser. What kind of material is it? 

Mr. Suurr. Missiles of various varieties, modern aircraft. 


SPARE PARTS 


Mr. Taser. You get into spare parts. What kind of spare parts 
are these? Are they for trucks or planes or what? 

Mr. Suurr. These are all spare parts, sir. 

Mr. Taser. All types? 

Mr. Suurr. Aircraft, trucks, tanks, ships, and electronics. 

Mr. Taser. As you buy these trucks or rehabilitate the trucks, do 
you provide a certain percentage of spare parts and that sort of thing? 

Mr. Suurr. Yes, sir. 

Mr. Taper. What percent? 

Mr. Suurr. You cannot very well say a percent. 

Mr. Taser. For instance, we found that the military figures, their 
spare parts on airplanes ran up to 50 percent of the original cost, and 
about three-quarters of those spare parts were never uséd. 

I would like to find out if you had the same situation. 

Mr. Suurr. Actually, if we wanted to generalize on this subject, I 
might say that we use the figure of 20 percent for aircraft and 15 
percent for vehicles from the point of view of the dollar value on the 
spares that are supplied with the original item. 

Special kinds of situations may vary this, but if we wanted to 
generalize, we might safely say 20 percent for airplanes and 15 percent 
for vehicles. 

You will notice that our spare-parts request is down from what it 
has been. 

Mr. Taser. I noticed that, but, nevertheless, I am wondering about 
this. You have $365 million for missiles and aircraft. I do not know 
how much of that is missiles and how much is aircraft. What would 
you think? 

Mr. Suurr. You have it delineated by country, item, and fiscal 
year on pages 5 and 6. For fiscal year 1959 we propose $234 million 
for missiles and $54.2 million for aircraft modernization. 

Mr. Taner. This is modernization? 
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Mr. Suurr. Yes, sir. 

Mr. Taser. Completely. 

Mr. Suurr. Yes, sir. 

Mr. Taser. The airplanes must have had a great surplus of spare 
arts that they had originally in the two services, the Navy and Air 
orce. 

Mr. Suurr. The airplane comes with a certain supply of spare 
arts that experience has indicated to the users they will need in the 

t year. We generally call it a year’s spares. It comes as a 
package. 

Mr. Taser. You follow a rule of about 20 percent for spare parts? 

Mr. Suourr. For aircraft. 


Pack1nG, Cratinc, HANDLING, AND TRANSPORTATION 


Mr. Taser. Packing, crating, handling, and transportation seems 
to be running on a basis somewhere near- 

Mr. Suurr. Something in excess of 5 percent. No, I made a 
mistake. 

Mr. Taser. It is not too far from the same basis as the previous 
year, and not too far from the current? 

Mr. Suurr. That is right. We expect to deliver about the same 
kind of program in the fiscal year 1959 as we are delivering in 1958, 
and it runs about 8 percent. I said 5, and I was wrong. It runs 
about 8 percent for packaging, handling, crating, and transportation. 





REPAIR AND REHABILITATION 


Mr. Taser. You have a new item in there, repair, and rehabilita- 
tion. 

Mr. Suurr. That, sir, is the repair and rehabilitation of the service 
stocks which are considered excess to our own mobilization reserves. 
That amount of money is estimated as the amount that we will have 
to pay to have it rehabilitated and reworked in order to transfer such 
items under the military assistance program. As you know, excesses 
involve no charge to the program for the item itself. 

Mr. Taser. Now, the mutual weapons development is down a bit. 

Programs under negotiation is what? 

Mr. Suurr. Off the record. 

(Discussion off the record.) 


NATO INFRASTRUCTURE 


Mr. Taser. Now these different items in the NATO infrastructure, 
what are they for? 

Mr. Suurr. Communications facilities, POL storage, and distribu- 
tion centers, naval bases, war headquarters, and training installations. 

Mr. Taser. Is this where you get whatever there is for the building 
of the airfields and that sort of thing? 

Mr. Suurr. Yes. This is a cost-sharing proposition and today we 
are paying on an average of 36.98 percent. This is a NATO proposi- 
tion, as you know. Our other NATO allies are paying the rest. 
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Murua Weapons DEVELOPMENT PROGRAM 


Mr. Taser. I do not know what the mutual weapons development 
program is. What can you tell us about that? 

Mr. Suurr. The mutual weapons program is another cost-sharing 
program. 

Mr. Taser. Is that NATO too? 

Mr. Suurr. That is also NATO; yes. We join with our allies in 
developing things which will result in their ability to produce weapons 
for themselves. It is largely a research and development program, sir. 


Miuirary SALES AND LOANS 


Mr. Taner. Now, you get into loans and the loan business. 

Mr. Saurr. Actually, that is a bit of a misnomer. It really should 
be called credit sales, and that is what it is. 

Mr. Taner. You did not do much business this year. 

Mr. Suurr. No, sir, we did not do as much business as we hoped 
we would. We did $97 million worth of business. 

Mr. Taner. You contracted for that? 

Mr. Suurr. Yes. 

Mr. Tarer. But your deliveries were only $11 million. 

Mr. Suvurr. That is correct, sir. 

Mr. Taner. What sort of material was that? If you cannot tell 
me on the record, tell me off the record. 

Mr. Suurr. | have a listing, sir. 

(Discussion off the record.) 

Mr. Taser. I am wondering why so much is not delivered. 

Mr. Suurr. The heavy equipment is long lead time. 


TRAINING 


Mr. Tarer. Now with regard to this training business, why do you 
need to contract so far ahead of your actual use of the money? 

Mr. Suurr. There are various reasons for various categories, 
Mr. Taber. 

Mr. Taser. But the only contracts are for $14 million and you 
spent $3 million. 

Mr. Suurr. As I mentioned, these are long courses. Another rea- 
son is that in the case of industry, technical representatives must be 
contracted for in advance and we do not normally make a contract 
and start right out. Those are some of the reasons for not spending 
more of our money in this area. We also have to stand in line with 
our own training programs and fit in where they can be accommodated 
along with our own troops. For instance, down in El Paso, Tex., 
where a lot of missile training is going on, the military assistance 
program shares the facility with our own Army. They can only take 
so many at a time and these things require phasing in. This training 
is very important because without the proper training these weapons 
will not be handled, operated and maintained properly. Over and 
above that we feel that the byproduct of training is that these people 
come over here and meet other Americans and see how we live and 
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get a chance to be exposed to the American way of life. We feel that 
this is excellent for the overall program. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. WiceLeswortu. Mr. Shuff, you have told us that the pro- 
grams we have been considering this morning amount to $874.1 
million for the fiscal year 1959, which is a reduction of $99 million 
for those programs in 1958. 

Mr. Suurr. That is correct. 


COMPARISON OF EsTIMATED OBLIGATIONS AND EXPENDITURES 1958 
AND 1959 


Mr. Wiccteswortu. In view of the dollars and cents discussion 
this morning, and also with a view to saving time, I wonder if you 
could not give us a table for each one of these items which would 
show 1958 obligations, 1958 expenditures, estimated unobligated 
balances as of June 30, 1958, estimated unexpended balances as of 
June 30, 1958, and the same items estimated for the fiscal year 1959, 
and then where there is any substantial increase either in obligations 
between 1958 and 1959, or expenditures between 1958 and 1959, just 
give us a word of explanation as to the increase. 

Mr. Suurr. Yes. We will be glad to do that. 

(The information may be found in the appendix on p. 1563.) 


Far East Venicte ProGrRam 


Mr. WicGLeswortH. Now, your Far East vehicular program seems 
to increase materially according to your statement, from $20 million 
to $54,500,000; is that correct? 

Mr. Suurr. That is correct, sir. 

Mr. WiceLeswortn. In a word, why the increase? 

Mr. Suurr. We are going into a vehicle buy in Japan to supple- 
ment our vehicle rehabilitation program in order to meet the require- 
ments for vehicles in that part of the world. 

Mr. WiaeLeswortn. It is done in Japan, but it is for the entire 
Far East? 

Mr. Suurr. It is, sir. 


MODERNIZATION—MISSILES AND AIRCRAFT 


Mr. WiaGLeswortH. You refer to certain missiles that are included 
under modernization of missiles and aircraft. Does that include the 
cost of new missiles? 

Mr. Suurr. Yes. I think that I broke that down 

Mr. WiacieswortnH. You refer to the Hawk and the Sidewinder 
and the LaCrosse. 

Mr. Suurr. Yes, but those are new missiles. 

Mr. WiccLeswortH. What is the story with reference to IRBM’s? 

Mr. Suurr. Off the record. 

(Discussion off the record.) 

Mr. WiacLteswortH. On page 4 of your statement you refer to 
$49 million to finance military programs for 6 countries to be discussed 
in classified testimony. You have not covered that; have you? 

Mr. Suurr. Off the record. 

(Discussion off the record.) 
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NATO INFRASTRUCTURE 


Mr. Wiceteswortn. Under NATO infrastructure you say: 


The amount requested here is to cover the United States share computed in 
accordance with the international cost-sharing formula. 

What is our share of that? 

Mr. Suurr. Our share of that on the average is 36.98 percent. 
This infrastructure program operates on a slice basis. Each year’s 
program is called a slice. We started out by paying 41.82 percent, 
and are down to the point where in the last 3 slices we have paid 


34.92 percent. Across the board we have paid, averaging them out, 
36.98 percent. 


OveRSEAS INTERNAL SECURITY PROGRAM 


Mr. WiaGteswortH. You have a small item in here of $10 million 
for overseas internal security program to help counter Communist 
subversion. Do you feel that you are making any headway in that 
field? 

Mr. Suurr. Off the record. 

(Discussion off the record.) 

Mr. WiacLtesworrsH. That is all, Mr. Chairman. 

Mr. Passman. Mr. Miller, do you have any questions? 

Mr. Miuuer. Thank you, sir. 


Cost or REHABILITATION OF SURPLUS EQuIPMENT 


On page 4 you referred to the cost of rehabilitation of surplus 
equipment with a cost value or acquisition cost of about $40 million, 
which I understand is equipment that has been declared surplus. 

We had a discussion some days ago about that. I believe the 
record was that there had been over a billion dollars over the years 
devoted to that. I still have some difficulty with this. Do I under- 
stand that is equipment that is not anticipated to be needed by our 
Armed Forces—and its cost price is listed and sometimes there is a 
refunding to the service concerned, and in other cases there is not. 

Now, could you give us an idea, either on or off the record, of what 
this $40 million of surplus equipment consists—what kinds of things? 

Mr. Suurr. Well, sir, I say in the statement that it is small craft, 

am purpose vehic les, construction equipment, and I would guess 
that would also be base facilities equipment and maybe some 
pel handling equipment from the Air Force that might be de- 
clared excess. 

Mr. Miuiier. Would there be any weapons or ammunition involved 
in that? 

Mr. Suurr. Yes; there might be, sir. 

Mr. Mier. Could you give us an idea of what sort of weapons 
would be included in that? If you do not have it at this time, could 
it be supplied for the record? 

Mr. Suurr. I think we can get you a complete list. 

Mr. Miter. I think it might be helpful to look into this whole 
picture. It is rather easy to understand with respect to vessels be- 
coming obsolescent, but for special vehicles it would seem to me it 
would be hard to get a special type of a vehicle or harbor equipment 
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that might not have considerable salvage value. That seems to be 
an item where the present-day value of the item is written off. I 
know that the acquisition cost is not the proper test, but it seems to 
me that we are putting into the program—and I do not criticize it; 
I think it is probably the most economical way to do it—a great deal 
for which there is not any bookkeeping except the rehabilitation cost, 
and there is no salvage value considered. 

Mr. Suurr. Well, sir, we are operating on a provision of the law. 

Mr. Miuurer. I understand that, but I think it would be 
desirable—— 

Mr. Suurr. There is an accounting, Mr. Miller, for it. 

Mr. Mintuer. But it does not appear anywhere as a cost of the 
program? 

Mr. Suvurr. No, sir. 

Mr. Miuuer. If you put in an old keg of nails that you do not need, 
it still might be only worth a dollar for junk, and has a dollar value 
as of this particular moment. 

Mr. Suurr. I agree. In our dilemma to try and think of how we 
should best carry it, it was decided that the best way to carry it was at 
its acquisition value only, because it indicated what it cost when it 
was bought, but I think you have said something which almost 
answers the question, and that is that it is written off in the life that 
it has given its original owner. I mean, nobody owes anything for 
that piece of equipment. 

It is like writing off a machine tool in industry. 

Mr. Miter. Yes, sir; that is perfectly true, and I can justify it 
from that angle, but let us look as it from another point of view. My 
good chairman here, for instance, has an old pump or ancient bicycle 
in his cellar, and he very probably may give it to someone or to the 
Boy Scouts, but nevertheless if that old pump has a junk value, and 
even if it is only $4 or $5, regardless if it might have cost $500 to buy, 
it is still worth $4, and he is giving it away. 

Mr. Passman. Will the gentleman yield? 

Mr. MiueEr. Yes, sir. 

Mr. Passman. I think we established previously that in many in- 
stances this item will have the same value to the recipient as if new 
materiel were provided and that if this materiel were not provided 
an appropriation of money would be needed. In many instances this 
materiel is as good as new, and serves the same purpose as new ma- 
teriel. 

Mr. Miter. I think it is a fine program, but I think when you 
actually determine what it costs, just as the armed services are con- 
stantly salvaging and selling metal—if these items are given away it 
means that the taxpayers are paying more than we talk about in con- 
nection with that program. 

I think the public is entitled to know it. I am for it, but I still 
think we ought to have it on the record. 

I have just one other comment., Off the record. 

(Discussion off the record.) 

Mr. Passman. Are the amounts shown for individual countries 
under the nonregional programs additional to the amounts we have 
previously considered for these countries? 

Mr. Suurr. If you will recall—— 

Mr. Passman. Are they? 
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Mr. Suurr. Yes, sir. 
Mr. Passman. Thank you, Mr. Shuff. 
The Committee will recess until 2 o’clock this afternoon. 


AFTERNOON SESSION 
MALARIA ERADICATION 


WITNESSES 
INTERNATIONAL COOPERATION ADMINISTRATION 


DR. EUGENE P. CAMPBELL, CHIEF, PUBLIC HEALTH DIVISION, 
OFFICE OF PUBLIC SERVICES 

ROY F. FRITZ, MALARIOLOGIST, PUBLIC HEALTH DIVISION 

J. E. MURPHY, CONTROLLER 


Mr. Passman. The Committee will come to order. 

The next item we shall consider will be that of the International 
Cooperation Administration program for malaria eradication. We 
are pleased to have as our first witness Dr. Eugene P. Campbell, 
Chief of the Public Health Division for Malaria Eradictaion. 

Doctor, do you have a statement to make to the committee? 

Dr. CAMPBELL. Yes, sir; I have a statement, Mr. Chariman. 

Mr. PassMAn. You may proceed, sir. 

Dr. Campse.y. If I may make a slight suggestion, I think that it 
might make the presentation of this a little easier. 

Mr. Passman. Doctor, as we have proceeded since we started the 
hearings, we ask the witnesses to read into the record their statements. 
By so ‘doing we can follow the statements closely. If it is agreeable 
with you, we shall proceed on that basis. 

Dr. CampseEtt. All right, sir. 


GENERAL STATEMENT 


The budget proposed for the malaria eradication program of the 
International Cooperation Administration for the fiscal year 1959 
provides for continuation of the 5-year eradication program begun in 
fiscal year 1958. Considerable progress has been achieved by the 
malaria eradication program previously authorized by Congress to 
begin in fiscal year 1958. Bilateral programs of malaria eradication 
are in operation or planned for 25 countries in this fiscal year. In 
spite of normal operational difficulties to be expected in launching 
any major program, the progress achieved has been greater than 
expected. Enthusiastic collaboration and sympathetic understanding 
of the United States participation in this dramatic project have been 
evidenced by press, radio and television reports on the malaria pro- 
gram. Impetus has been provided by specific mention of the program 
in the President’s state of the Union message. The United States 
has succeeded in the long struggle to rid itself of malaria, and in 
recognition of the great value of eradication to our people and the 
economy, our Government is offering a helping hand to the peoples 
of other countries so they can derive the same benefits. 

The program is progressing through the full utilization of funds 
appropriated for fiscal year 1958, and as of the middle of April,-over 
$20.7 million had been obligated of the total $23.3 million made 
available by the Congress. 
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As of practically today, more than $22 million of the $23.3 million 
has been obligated. 

Mr. PassmMan. There has been a revision upward of the amount of 
the obligation? 

Dr. CampBetu. Every day we are revising it upward, yes, sir. 

The balance of funds available will be obligated within the near 
future; in fact, it has been found that due to the possibility of accelera- 
tion of certain programs, namely, India and Brazil, additional funds 
are required in fiscal year 1958 in order to take full advantage of all 
possibilities for implementing programs at the greatest speed possible. ’ 

The procurement of DDT and other insecticides has gone forward 
at a gratifying pace. In February 1958 contracts were negotiated 
(through General Services Administration) with major United States 
producers and formulators covering approximately 30 million pounds 
of DDT for this year. As of mid-April 22 million pounds of DDT had 
been shipped, and ICA is pleased with the cooperation of the industry 
in meeting delivery schedules. 

One of the notable features of this program is the way in which 
many people and agencies have collaborated to promote the advance- 
ment of the malaria eradication project. The understanding and 
help of the State Department have been outstanding in this respect. 
The Public Health Service, through Dr. Leroy E. Burney, Surgeon 
General, has given excellent backing to the program, as evidenced by 
the attached statement, which I respectfully ask to have inserted in 
the record. Dr. H. van Zile Hyde of the Division of International 
Health, Public Health Service, has provided much assistance in the 
project. The Public Health Service has also made important contri- 
butions by making facilities available for research on mosquito resist- 
ance to insecticides, spraying equipment, and other matters relating 
to the project. Dr. G. Robert Coatney of the National Institutes of 
Health is performing research in the use of drugs in the treatment of 
malaria, which it is éxpected will prove very valuable in some areas 
of the world. 

Outside of Government, various organizations have continued to 
make available the expert services of outstanding malaria people. An 
example of this type of cooperation is the assistance given in the 
program by Dr. Paul F. Russell of the Rockefeller Foundation. Dr. 
Louis L. Williams, Jr. (Public Health Service officer, retired) has 
continually come back from retirement to assist in various aspects 
of the malaria eradication project. Attached to my statement are 
endorsements of the malaria eradication program by Drs. Russell 
and Williams, and I ask permission to have them incorporated in 
the record. 

Many meetings have been held with the World Health Organiza- 
tion, Pan American Sanitary Organization, and the United Nations 
Children’s Fund, to insure coordination of the worldwide malaria 
eradication program. 

As a matter of fact, I am just back from the World Health Organi- 
zation meeting in Minneapolis, where this subject was discussed at 
great length. 
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In ceremonies on December 5, 1957, Secretary of State Dulles 
presented checks for $5 million and $2 million, respectively, to the 
World Health Organization and the Pan American Sanitary Organi- 
zation. ‘These funds were part of the $23.3 million appropriated by 
the Congress for the malaria eradication program in fiscal year 1958. 
The funds transferred to these organizations have been put to use 
to permit great expansion of the malaria eradication activities of 
these agencies. 

We have been successful thus far in securing personnel needed for 
the program overseas, and are pleased to have a sufficient number of 
persons available. On the other hand, it has been found that, due to 
the eradication of malaria in the U nited States, some difficulty may 
be experienced in recruiting people in the future, with a knowledge of 
current tec grow in malaria eradication. Therefore, we have estab- 
lished with PASB a training center in Jamaica to furnish training in 
the latest techniques to persons who have good backgrounds for the 
work, but may have been removed from antimalaria programs for 
some time. 

Although the proposed program represents the best estimate possible 
at this time, it is based on only 6 months of actual operations, and it 
now appears possible that certain countries may be in a position to 
condense their programs from 5 to 4 or even 3 years, thereby increasing 
fiscal year 1959 and perhaps fiscal year 1960 costs, and at the same time 
reducing by comparable amounts the fiscal year 1962 costs. It is 
believed important, particularly in view of the increasing resistance 
to insecticides of certain malaria-carrying mosquitoes, to be able to 
expedite eradication programs in fiscal year 1959 wherever this is 
possible within funds in the act which can be made available for that 
purpose. 

There is attached, for information, illustrative material regarding 
certain aspects of individual programs. 

In view of the successful beginning of the malaria eradication pro- 
gram in fiscal year 1958, it is imperative that it go forward at the most 
rapid rate possible, and ‘to ac complish this, the United States, through 
the International Cooperation Administration, must have adequate 
funds made available in fiscal year 1959. 

I suggest, sir that the presentation document, which I think each 
of you ‘has before you, contains on pages 81, 82, 83, 84, and 85, details 
that were referred to in this subitem No. 1 on the last page of the 
statement. 

Mr. Passman. It will be presented for the record. 

Mr. Gary. Mr. Chairman, I suggest that we might insert also the 
statements to which Dr. Campbell referred in his statement. 

Mr. Passman. Yes. Without objection, we shall insert the state- 
ment by the Public Health Service, Department of Health, Education, 
and Welfare: statement of Louis L. W illiams, M. D. (retired) on 
malaria eradication; a statement by Paul F. Russell, M. D., MPH, 
on the staff of the Rockefeller Foundation, and the documents you 
previously identified. 








oe A he RRR IR RE: 


1170 


(The documents referred to follow:) 


Mavaria ERapicatTion, ILtustrativeE Cost INFORMATION 


Percentage breakdown of costs (fiscal year 1958) 


Item | Cambodia Jordan Liberia | Honduras 


Personnel _- : patel 40 | 48 65 50 
Supplies____.-. id ‘ : 30 | 22 | 14 | 30 
Equipment. ----- , " 6 s 5 | 4 
Transportation _- | 20 12 5 | 1! 
Miscellaneous_..-........-- ‘ie 4 | 10 ll | 5 

100 


ee ee ; of 100 | 100 | 100 


India malaria eradication program—Dollar equivalent contributions 


ns ; 
Fiscal year | Proposed fis- 


1958 cal year 1959 

- | 
ICA... ‘pandas $8, 735,000 | $10, 415, 000 
India Government. - -- 4 8, 800, 000 | 15, 100, 000 
WHO. ; 1, 726, 602 | 239, O82 
Total... i .---| 19,261,602 | 25, 754, 082 


Fiscal year 1958 ICA object break down 


Insecticides (DDT) -__- sin Re ah Sl i a eee eee $6, 635, 000 
Jeeps and jeep trucks, including spare parts_____.---.---------- 2, 070, 000 
eeneenene eo. ie. CEE Prt on dhe S Seales 30, 000 

OM ide ak sotto ior Lite rRes Se dard Ge daes & a Se a eee .-- 8, 735,000 


Funded by Government of India 


Inland handling and transportation costs for imported commodities. 

Purchase of indigenous insecticides, sprayers, and other supplies and equip- 
ment. 

Operating costs (including spraying costs) and maintenance of equipment. 

From inception of malaria-control program in fiscal year 1952 through fiscal 
year 1956, ICA assistance has totaled over $21 million. Rupee equivalent of nearly 
$21 million has been contributed by the Government of India over the same 
period. 


STATEMENT BY Paut F. Russeuu, M. D., M. P. H., on MaLarta ERADICATION 


(Staff of the Rockefeller Foundation; consultant to ICA; consultant to the Surgeon 
General, U. 8S. Army: member, Malaria Panel, World Health Organization) 


The International Cooperation Administration’s (ICA) malaria program and 
budget proposed for fiscal year 1959 constitute the expected second annual stage 
of the 5-year malaria eradication program authorized by Congress to begin in 
fiscal year 1958. This worldwide health project has been undertaken in coopera- 
tion with some 60 free nations of the world and with the active support of the. 
World Health Organization (WHO), the Pan American Sanitary Organization 
(PASO), and the United Nations Children’s Fund (UNICEF). Approximately 
63 percent of the estimated total 5-year cost of $515.2 million is being paid by the 
countries concerned, about 21 percent by ICA, and about 8 percent by multilateral 
agencies, WHO, PASO, and UNICEF. The remaining 8 percent will be made up 
by loans or additional grants. The fiscal year 1959 budget amounts to $25.6 
million, a slight increase over the $23.3 million budgeted by ICA for malaria 
eradication in 1958. It is usual that costs of a 5-year eradication project should 
be greater in the second and third years of operation. 

The 5-year international malaria eradication plan, to which the United States 
is contributing through ICA, embraces all the malarious countries of the Americas, 
many populous and important Asiatic countries, and 3 countries in Africa, a total 
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of 60 countries with a combined population exceeding 600 million. It should be 
noted that malaria eradication is also going forward in other areas so that in the 
calendar year 1958 there are malaria eradication projects in 76 countries. Some 
728 million of the 1.2 billion exposed to malaria infection throughout the world 
are now included in malaria eradication campaigns. 

In other words, malaria is being vigorously attacked. Six years ago after a 
careful study I estimated the total number of malaria cases occuring in the world 
each year as approximately 350 million, with 3.5 million deaths. Recently, a 
similar study indicated that the annual number of cases has fallen to an estimated 
200 million, with 2 million deaths. This is still a huge total, but represents a 
decline of 40 percent since 1952. Malaria has been all but eradicated from the 
United States where only 20 years ago there were 6 to 7 million cases in some 
years. So, too, malaria has been eradicated from Puerto Rico, Italy, Cyprus, 
Mauritius, and wide areas of a number of countries. 

Thus, malaria is retreating notably, thanks to the money and brains put into 
the attack over the past 10 years by the United States, WHO, PASO, and 
UNICEF, and by numerous countries for work within their own borders. Many 
qualified observers are satisfied that malaria can indeed be eradicated if the 
present attack can be kept up. 

Although the ICA share in the total cost of the worldwide malaria attack is 
not over 21 percent, this United States contribution is vital to the success of 
malaria eradication. Without it the attack would undoubtedly falter, and 
eradication might very likely be delayed for many years. Delay could be very 
costly. Today’s chance of eradicating malaria depends on the fact that it is 
economically feasible to eradicate malaria, provided this is accomplished by the 
use of such persistent insecticides as DDT, BHC, and dieldrin. Until these 
weapons were freely available, about 1946, malaria eradication was not eco- 
nomically possible. So long as we can use DDT, BHC, or dieldrin effectively, 
we can look forward with confidence toward malaria eradication. Unfortunately, 
the Anopheles mosquitoes that carry malaria are beginning to become resistant 
to the insecticides. Already 6 out of some 50 important vectors are resistant 
either to DDT or else to BHC-dieldrin in some part of the geographie range of 
the mosquito species. Only one, so far, is resistant to both classes of insecticide 

A. sacharovi in Greece). The others, when resistant to DDT, are destroyed by 
BHC-Dieldrin and vice versa; so the attack goes forward. But time is obviously 
of the essence. It behooves us to eradicate malaria before it becomes impossible 
to use the insecticides that make eradication economically possible. 

What does the United States get back from the money it appropriates for 
malaria eradication in other countries? In the first place, as pointed out by 
President Eisenhower in his state of the Union message in January 1958, our 
support of malaria eradication is an example of “‘works of peace’’ “cooperation 
on projects of human welfare.’’ As emphasized by the President, ‘‘In the last 
analysis, there is only one solution to the grim problems that lie ahead. The 
world must stop the present plunge toward more and more destructive weapons 
of war, and turn the corner that will start our steps firmly on the path toward 
lasting peace.”’ The present international drive to eradicate malaria is an excellent 
example of this type of work. In all the long history of mankind there has never 
been an international public-health effort that approached in magnitude and 
effectiveness the current malaria eradication program. The whole world knows 
that the United States has contributed millions of dollars toward this international 
program, which is indeed a work of peace. Can it be seriously argued that such 
a work has not brought us dividends of international friendship? 

In the second place, as pointed out in 1956 by the International Development 
Advisory Board, “the United States draws 60 percent of its imports from and 
sends 40 percent of its exports to countries where malaria is prevalent. Malaria 
control among laborers who produce the goods purchased by the United States 
requires on the average at least 5 percent of the annual production budgets. 
This constitutes a hidden malaria tax of more than one-third billion dollars paid 
annually by the United States on its imports. The total value of the business loss 
to exporters because of the poverty directly due to malaria cannot be estimated 
but is certainly huge.’’ We are appropriating for malaria eradication abroad 


only a small fraction of what malaria abroad costs us. Worldwide malaria 
eradication will undoubtedly be worth many billions of dollars to the United States. 

Thirdly, so long as there are seedbeds of malaria in the world, we may not be 
certain that we can forever maintain our present freedom from the disease in the 
United States, especially if widespread interruption of health services should occur 
following an atomic disaster. 
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Finally, it should be emphasized that, apart from international friendship 
stimulated by such works of peace as malaria eradication, there is the friendship 
of millions of common people involved. For malaria eradication comes close to 
the hearts of those whose homes have been blighted by this disease. I know some- 
thing of this personally from my experience in Sardinia. When I first visited that 
island in 1929, the pitiable condition of the malarious children was obvious. In 
every village were to be seen sad little tots with huge bellies and pale faces sitting 
listlessly in the doorways of their homes. My last visit to Sardinia was in 1950 
at the close of the malaria eradication project. The change as regards the children 
was tremendous! Everywhere, the village children were playing vigorously, 
kicking balls and romping about normally, cheeks rosy and no swollen bellies. 
Can anyone believe that the parents were indifferent to that change? I believe 
that the United States has gained a great deal of strength from its overseas ICA 
programs of public health assistance, and especially from those in malaria control 
and eradication, unspectacular though they have been to the outside world. 

So it seems to me that the appropriation of money by the United States to 
support the worldwide malaria eradication project can be advised for practical 
reasons in the interests of our national security and welfare. I have studied the 
prop»sed program and budget for malaria eradication activities by ICA in fiscal 
year 1959 and heartily approve. I urge that the budget be approved. 





STATEMENT BY THE Puspiic HEALTH SERVICE DEPARTMENT OF HEALTH, 
EDUCATION, AND WELFARE ON MALARIA ERADICATION 


After centuries of mass suffering and death from malaria, the world has em- 
barked upon a crusade to rid itself of this scourge. More than 60 nations in 
1958 joined forces under the leadership of the World Health Organization to initiate 
this program. 

Malaria is no stranger to the people of the United States. Although it has been 
more than a decade since this disease wrought havoc with the economy and 
populace of our Southern States, our citizens in every State are still paying a toll 
for the worldwide existence of this disease. In those areas where it is endemic, 
malaria debilitates labor, decreases efficiency and increases the cost of production 
of raw materials vital to the economy of the United States and other free-worild 
nations. This increased production cost amounts to more than one-third billion 
dollars every year on raw materials imported into the United States. In addition 
to this waste of money, there is the continued waste of human life on which no 
price tag can be placed. 

Remarkable as it may seem, the total cost of eradicating this disease is now 
less than its annual cost to the world’s economy. Further, the funds required 
of the United States to assist in eradicating this disease are less than $1 per 
capita or one-third of the annual cost of the disease to the economy of this country. 
These funds are really insignificant in terms of economic gains and the good will 
which will be derived by the American people. 

The eradication of malaria represents the first effort of the nations of the world 
as a group to eradicate a disease. The active participation of more than 60 
nations insures success, provided that each nation, including the United States, 
can continue to give the financial and technical assistance required over the next 4 
years. The eradication program as jointly planned by the International Co- 
operation Administration and the World Health Organization with assistance of 
the Public Health Service is technically feasible and within the capacity of the 
nations of the world to accomplish. The Public Health Service is happy to 
continue its endorsement of this program during its second year of operation, 





STATEMENT BY Louis L. Wiiiiams, M. D., Pusiic HEALTH SERVICE OFFICER 
(RETIRED) ON MALARIA ERADICATION 


The worldwide malaria eradication program, now well under way, is being 
carried out by 76 nations of the world, with technical and financial resources made 
available by the International Cooperation Administration, the World Health 
Organization, and the United Nations Children’s Fund. It should be noted that 
the major portion of the costs involved is being borne by the individual govern- 
ments of the countries where the program is being carried out. In many 
instances, such financial support by governments represents a real burden to the 
country concerned, and is only made possible by great sacrifice for this effort. 
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We must not take a complacent attitude and consider that the goal of world- 
wide eradication will be accomplished without some difficulties. There are many 
technical, administrative and/or political problems that must be solved in various 
countries. The chief technical problem is the one of possible insecticide resist- 
ance on the part of the mosquito vectors. In a number of localities where DDT 
has been used extensively over a number of years, such resistance has been dis- 
covered, and alternate methods of malaria eradication have had to be used. It 
is essential that the program proceed as rapidly as possible in order to accomplish 
eradication while the most efficient and economic tool, residual insecticides, still 
kills mosquitoes. In some countries, such as India, the existence of an extensive 
organization, a cadre of trained personnel, and additional readily trainable per- 
sonnel make it possible to extend eradication efforts far more rapidly than origi- 
nally estimated. This opportunity to accelerate the program of eradication in 
India and in a few other countries should be utilized to the utmost. 

In recent weeks, examination of data secured through a series of pilot projects 
has shown that the interruption of malaria transmission can be accomplished in 
a large area of southern and eastern Africa (Union of South Africa, Mozambique, 
Southern Rhodesia, and Ethiopia). This makes possible the eradication of the 
disease from a large portion of Africa where the feasibility of the undertaking 
was-not previously known. The main problems facing eradication of malaria 
from these areas are financial, administrative, and the lack of trained personnel. 
The latter proble m has been recognized for some time, and ICA and WHO are 
already operating training centers to meet this personnel need in other areas of 
the world. Such training must be extended to include the continent of Africa. 

Despite the difficulties which must be overcome if the program is to be success- 
fully carried out on a worldwide basis, we are gratified with the prozress made 
to date and feel that with the coordinated planning and efforts of the International 
Cooperation Administration and the other participating organizations, this very 
important public health program will continue to go forward with the greatest 
possible speed. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Passman. The pages of the justifications referred to by Dr. 
Campbell will be inserted in the record at this point. 
(The justifications follow:) 


MaAtLariA ERADICATION PRoGRAM—N ONREGIONAL 


SUMMARY 


It is proposed that the United States continue support for the 
second year of the projected 5-year worldwide program to eradicate 
malaria. This is a cooperative effort being undertaken by some 60 
nations or territories, the World Health Organization ( (WHO), Pan 
American Sanitary Organization (PASO), and United Nations 
Children’s Fund (UNICEF). The ultimate goal of this program is 
to eradicate malaria from areas of some 60 nations of the free world 
in which more than 600 million people are now living. The total 
estimated cost of the 5-year program is $520.7 million. This is an 
increase of $5.5 million over the en total cost in the illustra- 
tive program presented to Congress last year, occasioned by a redeter- 
mination of the overall foreign currency naa of eradicating the 
disease from India and Indonesia. 

The nations affected are expected to supply $325.2 million and the 
international agencies (WHO and UNICEF) plan to contribute an 
estimated $42.0 million. It is proposed that the United States con- 
tribute $113.9 million through its bilateral programs and through 
special grants to international organizations. After funding from 
the above sources, there is a shortfall remaining from total require- 
ments of approximately $40 million which it is expected will be met 
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in one or more of the following ways: Loans from public lending 
institutions, loans of Public Law 480 generated local currencies, and 
grants from foundations and other nongovernmental sources. 


Program summary 


[In thousands] 


NT Ng ios 20 29k so EUR Does See luer sc ILeguS (1) 
een wee S008. 20> cb abe BLA Je ee a a 2 $22, 093 
Reeeen mens Foers000 goes ee ee oon. CRE 25, 600 


1 Included in appropriate individual country and regional programs reflected elsewhere in this presenta- 


ion. 
2? Excludes $1,207,000 included in individual country and regional programs reflected elsewhere in this 
presentation. 


Detail of program 


[In thousands] 








Fiscal year | Proposed 
1958 fiscal year 
1959 
Bilateral programs: | 
Far East. -._ ‘ Fetibiaglteee det wicca teal 4, 737 5, 120 
Near East and South Asia_- | 9, 074 11, 160 
Africa. - : sz ; 5 di J | 530 580 
Latin America... ‘ 5 = iat oe 1,814 2, 600 
Interregional. ______- : 145 | 140 
| a 
sree ais ; aia 16,3 300 19, 600 
Contribution to multilateral organizations: 
World Health Organization (WHO) , . 5, 000 | 3, 000 
Pan American Sanitary Organization (PASO)-_-. 2, 000 | 3, 000 
Total malaria program____- ; 23, 300 | 25, 600 
Source of financing: | 
Special assistance _- " ' ‘ | 17, 200 25, 600 
Asian economic development fund... E | 4, 893 
Subtotal_- : 22, 093 25, 600 
Other !_ 1, 207 | 
Total_- 23, 300 25, 600 


1 Included in appropriate individual country and regional programs reflected elsewhere in this presentation. 


Obligations and expenditures 


{In thousands] 


i 
Economic assistance Obligations |Expenditures| Unliquidated 


Cumulative June 30, 1957. a Bare 4 : aS : . 

Estimate, fiscal year 1958_.........--. 5 : ie 1 $22, 093 $12, 900 | a. 

Cumulative June 30, 1958 Selb dpiniinectiedoennie 22, 093 12, 900 | $9, 193 
| | 


1 Excludes $1,207,000 included in individual country and regional programs reflected elsewhere in this 
presentation. 


Economic aspects.— Malaria, one of the greatest deterrents to economic progress, 
contributes to low labor efficiency, high absentee rates, low rate of capital invest- 
ment, low learning capacity, and neglect of natural resources. The eradication 
program will increase per capita expenditures during the 5-year period over the 
average annual costs to control the disease. It will, however, obviate the need 
for these annual malaria control costs in the years following. 

Technical feasibility—On the basis of successful eradication in the United 
States, Puerto Rico, Sardinia, parts of Venezuela, etc., eradication of malaria 
from the world (except certain regions of Africa) is considered technic: ully feasible 
by officials of the United States Public Health Service, the International Develop- 
ment Advisory Board, the World Health Organization, the Pan American Sani- 
tary Organization, and the United Nations Children’s Fund. 
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Impact. value.—It has been adequately demonstrated that malaria eradication 
activities reach large numbers of people residing in malarious areas during the 
first year of operation. Furthermore, such peoples almost immediately recognize 
collateral benefits of the program (reduced number of household pests) and, as 
the malaria transmission season progresses, they observe a decrease in amount of 
illness. The malaria eradication program is highly successful and popular, 
reaching all levels of people in many countries. 


ACCOMPLISHMENTS 


The malaria eradication program authorized by Congress to begin in fiscal 
year 1958 is already well underway. Rapid conversion of existing malaria con- 
trol programs to eradication is being accomplished through the assistance of 
United States technicians, materials, and equipment. As of the end of January 
1958, agreements have been signed obligating $19.5 million of the $23.3 million 
authorized to be used for this purpose. Negotiations are presently underway 
for obligating the remainder of funds available, and no difficulty is anticipated 
in completing project agreements. The illustrative presentation attached 
(table 1) indicates the support of malaria eradication in 25 countries during fiscal 
year 1958. Host governments plan to expend more than $35 million as their 
share in these programs. 

Despite the normal operational difficulties to be expected in launching any 
major program, the progress achieved has been greater than expected. Funds 
contributed to the WHO and PASO are already in use, and bilateral programs 
are advancing satisfactorily. 

Bilateral activities——Worthy of special mention are eradication programs 
recently started in India, Brazil, and Colombia. 

India has carried on an effective but limited malaria control program for many 
years. On December 5, 1957, a bilateral agreement was signed which will con- 
vert the objective of this program to eradication. The agreement provides for 
a contribution in fiscal year 1958 on the part of the United States of $8.7 million. 
India will contribute the equivalent of $8.8 miliion in local currency. WHO 
plans to participate in this program to the extent of $1.7 million. It is encour- 
aging that malaria eradication in India has been started with dispatch, especially 
since this one country contains approximately half of the free world population 
exposed to malaria. Operational plans call for accomplishing this program at 
an annual per capita cost of approximately 10 cents, an exceptionally efficient 
and economical program. 

In Brazil, plans have been prepared for the conversion of malaria control 
operations to eradication beginning in January 1958. The magnitude of the 
problem in this country necessitates the establishment of a special organization 
for malaria eradication by Presidential decree. It will also be necessary to plan 
the program in three phases, the most critical areas being undertaken in fiscal 
years 1958 and 1959, and other areas in 1960 and 1961. The first year costs of 
this campaign will be between $4 million and $5 million. The initial ICA support 
to this program is $592,000 in material and equipment. 

Although Colombia faces a difficult economic situation, the equivalent of 
$3,077,000 has been allocated to the malaria eradication program by the Govern- 
ment of Colombia. ICA will furnish imported supplies and equipment to the 
amount of $500,000. 

Multilateral activities —Of the $7 million made available in fiscal year 1958 to 
multilateral agencies, $5 million was contributed to the WHO and $2 million to 
the PASO. These funds have made it possible for these organizations to put 
their programs in high gear. The WHO reports that it has already begun to re- 
ceive contributions in addition to the $5 million from the United States, and 
anticipates receiving approximately $1 million from other countries. 

As a result of the activities of the PASO, two other Latin American Govern- 
ments have made special contributions to the special malaria eradication fund of 
that organization. In 1957 the Dominican Republic contributed $100,000 as 
the first installment on a pledge of $500,000, and Venezuela contributed some 
$300,000. Venezuela has also provided a number of scholarships for training ma- 
laria eradication personnel of neighboring countries. Contributions to the fund 
may be forthcoming from other governments. Basically, however, the great bulk 
of the effort by other countries must be devoted to meet local costs. 

The detailed plans of WHO and PASO to utilize malaria eradication funds for 
special training programs, technical conferences, specific research projects, em- 
ployment of scarce malaria techicians, purchase of insecticides, materials, and 
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transportation equipment, are models of professional accomplishment. Malaria 
eradication training programs in the Spanish language have been established in 
Mexico and Venezuela. English language malaria eradication training centers 
currently are being established in Jamaica and the Philippines. Up to December 
31, 1957, PASO, using the special malaria funds, had awarded 110 fellowships to 
Latin American nationals to study malaria eradication techniques. 

It has been possible to effect close working relationships at the headqnarters 
and field levels between ICA malaria specialists and those of WHO, UNICEF, 
and PASO. Specific agreements have been reached regarding techniques for 
malaria eradication and methods for coordination of programs in order to prevent 
duplication. 

Other uses of funds.—In addition to country malaria eradication programs 
mentioned above, fiscal year 1958 funds have been used for certain expenses of 
the ICA health staff, to establish a joint ICA—PASO English language malaria 
eradication training center in Jamaica, and to support essential technical services 
provided by the Communicable Disease Center of the Public Health Service. 


PROPOSED FISCAL YEAR 1959 PROGRAM 


As indicated in table 2, programs totaling $25.6 million are proposed in fiscal 
year 1959, providing for a contribution of $3 million to WHO, $3 million to PASO, 
and $19.6 million for use in bilateral prgrams. 

The major expenditures for country programs are proposed in Brazil, Indonesia, 
and India. The program in Brazil is expected to move into full operation early 
in fiseal year 1959. This country constitutes one of the largest remaining malarious 
areas in the Western Hemisphere. 

In Indonesia, there are several organization and tactical problems which must 
be resolved, but real progress has been acomplished in convering the extensive 
control program to eradication. It is proposed to increase the program level from 
$2.8 million in fiscal year 1958 to $3.9 million in fiscal vear 1959. 

A reevaluation of the foreign currency needs to eradicate malaria from India 
indicates an increase of $6 million over the estimate shown in the illustrative 
program of the fiscal year 1958 presentation. The total foreign currency cost of 
eradicating malaria from India is now estimated to be $37.5 million. 

Recent intensive investigation of the costs of implementing malaria eradication 
programs under WHO auspices has led to an upward revision in the cost estimates 
for WHO activities. It is proposed that $3 million be granted by the United 
States to WHO during fiscal vear 1959. 

A $3 million grant to the Pan American Sanitary Organization is proposed to 
support that Organization’s programs in the Western Hemisphere as planned for 
fiscal year 1959. 

Projected requirements.—The estimates here submitted show anticipated dollar 
requirements for 3 additional fiscal years after fiscal year 1959. In interpreting 
these projections, it is important to recognize that at the time these estimates 
were made, the malaria eradication program had been in operation for less than 4 
months. Therefore, estimates which can be considered firm and reliable have 
been received from only a few countries. It is exvected that the estimates sub- 
mitted next year will be more precise, since they will be based upon a longer period 
of operating experience. There are some indications that it will be possible to 
accelerate certain programs, for example in India, where trained and readily 
trainable personnel will facilitate rapid expansion of the program. Such accelera- 
tion will concentrate foreign exchange needs into fewer years but will not increase 
total costs for eradication. Any possibilities for such acceleration of malaria 
eradication will be explored as added insurance against the Anopheles mosquito 
becoming resistant to insecticides before eradication can be accomplished. 
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TasLE 1.—Uniied States bilateral malaria-eradication programs, fiscal year 1958 
to fiscal year 1962—Nonregional 


{In thousands] 























Alloca- Estimates 
tions fiscal | Proposed |_ ee ed Total 
year 1958 1959 1958-62 
| 1960 1961 1962 

————————$_—_— — —— 

PEs cacscccotancanendceas $4, 737 $5, 120 $7, 516 $4, 576 | $1, 522 $23, 471 
CII. dacnianddtnndend 210 100 10 10 | 10 340 
SE icdcccanewsouage | 2, 860 3, 900 5, 500 3, 300 | 1,000 16, 560 
NF. np dnitagaitinodnneccgle | 252 120 | 420 275 | 100 1, 167 
yo 500 | 420 | 400 386 | 386 2, 092 
Taiwan_....__-- pesos mas 15 | 29 | 26 | 26 96 
NS ahs nite eons anil } 15 30 | 30 | DD. buisencnidannnnloa’ 105 
eisai tints 900 535 | 1,127 | Oe ieentas 3, 111 

Near East-South Asia__...--- 9, 074 11, 160 | 20, 742 | 5, 075 3,075 49, 126 
I is oi disks tacicainenddetiniaitc 150 400 | 200 | BD Ei died a 850 
SINS 2 sive sdb ouiccicbbaadthen 8, 735 10, 415 | 17, 800 | SOP Cicenndi tied 37, 450 
ES a eee | 15 15 |} DD Vivcthicndudbcantinidueiienes 45 
Si cect dans acceatuer aan | 15 30 | UD Po mndines ee ee eee 57 
Dt iincdicktudedag aad | 77 100 | 150 | 100 50 477 
PE iccsddcancanackdgecn 60 200 | 250 | 700 700 1,910 
RE 22 2, 315 | 3, 675 2, 325 } 8, 337 

0 a ee eee | 530 580 | 1, 066 | 1, 566 1, 816 | 5, 558 
Ethiopia 350 400 750 | 1, 000 1, 000 | 3, 500 
Liberia 16! 92 | 250 | 500 750 1, 757 
Libya 15 | 88 66 | 66 66 | 301 

Latin America 1,814 | 2, 600 | 1, 973 | 1, 655 | 1, 100 | 9, 142 
Bolivia 200 |... 150 | 150 150 | 650 
Brazil 592 | 1, 750 | 1, 250 | 1, 000 750 | 5, 342 
Colombia 500 | 366 214 172 | 92 1, 344 
Ecuador 100 | 100 | 200 
Guatemala 100 75 50 225 
Haiti 75 | 75 50 | 50 50 | 300 
Honduras 150 150 150 | 150 600 
Jamaica 12 | 9 9 | S 8 | 46 
Nicaragua. -_--.-- 100 100 50 50 | 300 
Paraguay | 85 50 | 135 
rechnical backstopping ---| 35 30 30 30 | 30 | 155 
Research ‘ 70 70 50 5O | 20 260 
Training 40 40 70 50 | 20 | 220 

Total 16, 300 | 19, 600 31, 447 13, 002 7, 583 | 87, 932 


TABLE 2.- 


by fiscal year—Nonregional 


[In millions] 


Estimated requirements and anticipated funding for 


malaria eradication 

















| Average 
1958 | 1959 | 1960 | 1961 | 1962 | Total jannual rate, 

1958-62 
60 nation (exclusive of United States) !..._- laine $69.0 $72.0 | $76.0 |$47.2 | $325.2 $65.0 
2, 2 es ces 5 2.0 2.0 2.0 2.0} 2.0 10.0 2.0 
SONU 2a = reaciecaeeeees wear ae 8.0} 80} 40] 40] 320 6.4 

i= = — = = ——_ <= ( ————— = j — = 
United States: 

Bilateral programs. --_-.--- --| 16.3 19.6 31.4| 13.0} 7.6 87.9 17.6 
Special grant to WHO-_-__-_. |} 6.0 3.0 3.0 | 4.0 3.0} 18.0 3.6 
Special grant to PASO-_ wea |} 20 3.0 2.0 | 1.0 8.0 | 1.6 
Subtotal, United States._.....-- 23.3 25.6 36. 4 18.0 | 10.6} 113.9 | 22.8 
Other sources of loan and grant funds 2 7.6} 12.0] 100/100] 39.6] 7.9 
Grand total_. 94.3 112.2} 130.4] 110.0] 73.8 | 520.7 104. 1 





1 Foreign country fiscal years do not in all cases coincide with United States fiscal years. 
2 Loans anticipated through Public Law 480, and/or other sources. 
than United States mutual security program. 


Grants anticipated from sources other 
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Mr. PassmMan. We want to thank you, Doctor, for your statement. 
It is always a pleasure for this committee to hear you. You are 
usually to the point and support your request with factual infor- 
mation. 

ESTIMATED EXPENDITURES, 1958 


What amount will be spent in 1958 under this program, Doctor? 

Dr. Campsett. In fiscal year 1958, sir, we expect to spend exactly 
$23.3 million. 

Mr. Passman. My question is how much will be spent in 1958 
under this program. 

Mr. Murpnuy. I can help on this, Mr. Chairman. Dr. Campbell is 
troubled a little by the fact he knows the actual expenditures so far 
this year have exceeded somewhat our estimate for the full year. 

Mr. Passman. May I ask you first the amount of the estimate. 

Mr. Murpny. $12.9 million. 

Mr. Passman. What is the estimate now? 

Mr. Murruy. That will probably run closer to $14 million, I would 
think. 

Dr. CampBE t. I believe, sir, it will be higher than that. 

Mr. Murpuy. Even over $14 million. 

As of recent date, it had passed the $13 million mark. 

Dr. CampsBe.t. $13.3 million. 

Mr. PassmMan. According to justifications the estimate was $12.9 
million. 

If you should revise it again, what figure would you settle on? 

Mr. Murpny. The actual figure we know has already reached $13.3 
million. 

Mr. Passman. That was at the end of what period? 

Dr. CampsBe.u. That is as of about last week. 

Mr. Passman. What amount do you expect to spend during the final 
30 days of the fiscal year? 

Dr. Campse.t. I believe we have some things that are going to be 
bought very soon, so $14 million would probably be the figure. 

Mr. Fritz. Is the question what would be spent by the 30th? 

Mr. Murpnuy. The 30th of June. 

Mr. Fritz. About $14 million. 

Dr. CampBELL. $14 million would be a good figure. 


INCREASE IN ESTIMATE FOR 1959 


Mr. PassmMan. With an expenditure level of approximately $14 
million, why do you estimate you need $25.6 million for next year? 

Dr. CampsBE.t. Well, sir, we have studied the requests from all of 
the countries to which we are giving help. Their plans are actually 
in motion. The schedule for purchasing insecticides, materials, equip- 
ment, and getting personnel is rolling and we feel the rate of expendi- 
ture will increase in 1959 and 1960. 

Mr. PassMan. Doctor, on page 3 of your prepared statement you 
say: 

We have been successful thus far in securing personnel needed for the program 
overseas and are pleased to have a sufficient number of persons available. 

On the other hand, it has been found that, due to the eradication of malaria 


in the United States, some difficulty may be experienced in recruiting people in 
the future with any knowledge of current techniques. 
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If your expenditures are $14 million and you anticipate difficulty in 
recruiting additional personnel with knowledge of current techniques, 
would that hold true with the statement that you would need the 
entire $25.6 million? 

Mr. Murpuy. [ think I can help on that, Mr. Chairman. First of 
all, one factor, our expenditure estimate for 1959 is even greater than 
it was for 1958. In other words, we expect to approach the $20 
million level on expenditures in 1959. The difficulty of recruiting 
technicians would probably have little effect on that e xpenditure pro- 
oa because only a very, very small amount of this money is for 

technicians. 

The bulk of it is for DDT, and for the equipment necessary to 
spray it. 

Mr. PassMAN. What is the total estimated unexpended balanée to 
the credit of this account as of June 30? 

Mr. Murpuy. Approximately $8 million. 

Mr. PassMaNn. What amount is being requested for fiscal year 1959? 

Dr. CAMPBELL. $25.6 million. 

Mr. PassmMANn. Making a total of what amount? 

Mr. Murpny. $33.6 million. 


ESTIMATED EXPENDITURES, 1959 


Mr. Passman. What is the amount of spending contemplated in 
fiscal year 1959? 

Mr. Murpuy. Our projec tion, which was made some months ago, 
Mr. Chairman, is for $19.5 million, but our experience on this program, 
which already this year indicates we are running somewhat ahead of 
our projections, w ould lead us to believe-—— 

Mr. Passman. When you made up the justifications you believed 
you would have $34.5 million? 

Mr. Mourpny. That is right. 

Mr. PassmMan. At the same time you projected into the future and 
you estimated at that time expenditures would amount to approxi- 
mately $20 million? 

Mr. Murpuy. $19.5 million. 

Mr. PassMAN. So you were actually going to have $12 million in 
excess of your requirements for 1959? 

Mr. Murruy. Requirements are based on obligations, the necessity 
to enter into contracts for the purchase of DDT, jeeps, and other 
spraying equipment, and expenditures represent the consummation of 
those contracts. These do take place at some later time. 

Mr. WiccLeswortH. May I ask a question, Mr. Chairman? 

Mr. PassmMan. Yes, sir. 


ESTIMATED UNOBLIGATED BALANCES, 1958 AND 1959 


Mr. WiccteswortH. What unobligated funds, if any, do you 
anticipate, as of the end of fiscal year "1958 and as of the end of fiscal 
year 1959? 

Mr. Murpuy. The answer to both is zero. As a matter of fact, this 
program is clearly one of the programs which if we could have put 
more money into this year could easily have obligated more money in 
fiscal year 1958 if the money were available. 
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Mr. PassMan. You do anticipate a shortage of trained technicians? 
Mr. Mourpnry. That is right; notwithstanding that. 


PROCUREMENT OF INSECTICIDES 


Mr. Passman. Doctor, are procurement actions under this program 
handled on the competitive bid basis for insecticides? 

Dr. CampBe.u. Yes, sir; competitive bid basis through the 
General Services Administration. 

Mr. Passman. If you wish to place an order for 30 million pounds of 
DDT for this year, how many bids would they require to be submitted? 

Dr. CampsBe.u. I wonder if I could ask Mr. Fritz if he has that 
information. 

Mr. Frirz. Actually this year we were able to let one contract for 
this total amount, and there were, as I recall, 12 different firms that 
bid on this contract. I believe GSA accepted material from 10 of 
those 12 firms to meet our needs. 

Mr. PassmMan. It was not on a competitive bid basis? It was a 
negotiated basis? 

Mr. Fritz. No, sir; a competitive bid basis and the two that did 
not meet the low level did not receive the business from us. 

Mr. Passman. Ten bidders met the standards set by the agency? 

Mr. Fritz. That met the price under the standards and specifica- 
tions previously established. 

Mr. Passman. Did you set the price and they bid to it? 

Mr. Fritz. No. 

Mr. PassmMan. Why would 10 share the order when perhaps 1 
would give you a far better price than the other 9? 

Mr. Fritz. We needed the production of 10. In other words, we 
are taking a substantial amount of the DDT production in the United 
States. 

Mr. Passman. How could this be competitive if there are 10 
manufacturers of DDT and you are buying from each of them? 

Mr. Fritz. Our intention was to buy where we could get the 
quantity we needed at the lowest price meeting our specifications. 

Mr. Passman. If you have 10 different manufacturers of DDT 
that met the standards established by the agency, how could you be 
awarding contracts to each of them on a competitive bid basis? 

Mr. Murpny. What happened is the General Services Adminis- 
tration announced that there were going to be purchases of X million 
tons of DDT, sent out the specifications and asked for sealed bids to 
be opened at a particular time. As Mr. Fritz has said, 12 firms 
tendered bids. Then it took orders from the 10 lowest bids. 

Mr. PassmMan. Two were eliminated because of their standards? 

Mr. Fritz. No, price. 

Mr. Murpuy. It took orders from the remaining 10 lowest bidders 
to fill the requirement of 30 million tons. 

Mr. Passman. Twelve submitted bids, and you accepted 10 of them. 

Mr. Murpny. Yes. 

Mr. PassmMan. How could this be competitive if 10 firms are making 
the same bid? 

Mr. Frirz. They did not furnish the same bid. 

Mr. Passman. How did you arrive at what portion you would give 
to one that bid a higher price than the others? 

Mr. Fritz. The bid was put out in this manner. We asked them 
to bid on the quantity they could supply at 2-week intervals and to 


) 
eee 
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give us prices on that quantity. To meet the demands that we had 
in the field, we had to accept the quantity that would be available 
from the 10 lowest bidders. Now to partially answer your question, 
also, may I say that on the amount of DDT that is going to be used in 
India during 1958 and 1959, this year we have saved $1.3 million by 
letting a bid in this manner rather than bidding on individual allot- 
ments. 

Mr. PassMAN. You awarded the contract for 30 million pounds of 
DDT to 10 different manufacturers. Among the 10, how much did 
the price vary from the lowest to the highest bidder? 

Mr. Fritz. I would have to find this information. 

Mr. Passman. On what basis did you award the contract, if you 
had 1 man, or 9, bidding higher than 1? What portion of the total 30 
million pounds did you award the firms that bid the higher price, and 
on what basis did you make the division? 

Mr. Frirz. Let me answer that by saying that we took all of the 
production of the lowest bidder, we needed all the production of the 
next highest bidder, and all the way up until we met the demands. 

Mr. PassMan. In reality, this was not on a competitive basis. 

Mr. Murpny. I can’t accept that. 

Mr. PassmMan. We want the question answered. 

Mr. Murpny. Let me finish, please. 

The fact there were some companies who tendered offers on this and 
didn’t get any orders 

Mr. PassMANn. Two, you said. 

Mr. Murpuy. It doesn’t matter if there was but one. The principle 
that the lowest bidders got the orders in the quantities we needed still 
applied. Somebody got left behind the door because their bid was too 
high. 

Mr. PassMANn. | am trying to establish whether or not these 
transactions are on a businesslike basis. If you awarded part of a 30- 
million-pound contract to 10 different firms, on what basis did you 
determine the portion No. 10 would get, as compared to No. 1, if No. 
10’s bid was at a higher price than that of No. 1. 

Mr. Murpny. Mr. Fritz tried to answer that. Obviously he did 
not sueceed. They took the lowest bidder and they took all of the 
production that he was capable of putting forth every 2 weeks. That 
filled a certain quantity of the requirement. Then they took the 
next lowest bidder and they took all of the production he could offer 
at his price, and they kept doing that, and they found out that in 
order to get the total quantity of DDT they needed at the times they 
needed it, they had to take the production of the first 10 lowest bidders. 

Mr. Passman. This was 10 out of 12. You only disqualified two. 
You had met your requirements of 30 million pounds before you got 
to No. 11 and No. 12. 

Mr. Murpnuy. That is the exact point. 

Mr. Passman. You had to accept the manufacturer’s price and 
product and you took the entire capacity, or output? 

Mr. Murpuy. Yes. One other thing they did, I think, is worthy 
of note. They were very careful how they timed their orders. The 
DDT industry is famous for its peaks and valleys. It normally has 
high-production periods and low-production periods, because of the 
way the normal commercial market on DDT works. They were very 
careful to pinpoint their orders to hit the valley times, which would 
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enable the plants to keep their personnel going and which enabled them 
to be very competitive on their bids so that they saved a considerable 
amount of money. 

Dr. Campbell said about $1.3 million was saved. 

Dr. CampsBeE.u. That is right. 

Mr. Murpuy. They would have had to pay that normally if they 
— gone into the market at the time of the peak and placed their 
orders. 

Mr. Passman. Gentlemen, it stands to reason that if you have 12 
firms manufacturing insecticides and you need 30 million pounds, 
and you had to accept the complete output of manufacturer No. 1 at 
whatever price he quoted you, and you had to take No. 2 and up 
through No. 10, regardless of what he bid, you needed the output 
and you accepted the bid. You had obtained the amount you 
needed before you reached No. 11 and No. 12. Now, for the record, 
because we are going to have to do a better job for the American 
taxpayer, would you provide the names of the 10 manufacturers? 

Mr. Frirz. I will. 

Mr. Passman. The amount of the bid of manufacturer No. 1, of 
No. 2, No. 3, No. 4, No. 5, No. 6, No. 7, No. 8, No. 9, No. 10, and 
the quantities you placed with each manufacturer. 

(The data to be supplied follow:) 


STaTEMENT OF Dr. Evucene P. CAMPBELL, Cuter, Pusitic Heauta Division, ICA 


All DDT used in the malaria eradication program is purchased by the General 
Services Administration under their regulations for competitive bidding. Table I 
gives a list of suppliers, with addresses, which were invited to bid on the fiscal 
year 1958 requirements for 75 percent water wettable DDT powder. Thirteen 
of these suppliers submitted bids, of which seven were accepted. It was necessary 
to make progressive awards in order to meet the requirements for the worldwide 
program. 

In table II is shown the 13 responsive bidders, the quantity of DDT they 
offered to supply by dates, and the unit price per pound. The price range per 
pound among all bidders was between $0.2225 and $0.2598. For the first 
delivery, progressive awards were made up to $0.2450. All subsequent deliveries 
were cut off at $0.2350. 

In fiscal year 1957 23,810,600 pounds of 75 percent water wettable DDT 
powder were purchased at a unit cost of $0.2575. During fiscal year 1958 
35,411,100 pounds were purchased at a unit cost of $0.2298. This indicates a 
considerable saving to the Government during fiscal year 1958. 


Tasie I.—General Services Administration bidders’ mailing list for 75 percent DDT 
water wettable powder for fiscal year 1958 


United Heckathorn Co., Richmond, Michigan Chemical Corp., Washington’ 
Calif. » Me 

Central Chemical Co., Inc., Hagers- Montrose Chemical Corp., of California, 
town, Md. Newark, N. J. 

Coahoma Chemical Co., Inc., Beacon, Dr. Mortimer Leonard, Washington, 
me. D.C 

Diamond Alkali Co., New York, N. Y. Niagara Chemical Division, Middleport, 

Food Machinery Chemical Corp., Wash- v. Y 


ington, D. C. 
Geigy Agricultural Chemicals, Yonkers, 
Y 


International division, Allied Chemical 
Dye Corp., New York, N. Y. 
Lebanon Chemical Co., Lebanon, Pa. 
California Srray Chemical Corp., Rich- 
mond, Calif. 
Michigan Chemical Corp., St. Louis, 
Mich, 


aa 

Olin Mathieson Chemical Corp., New 
York, N. Y. 

Pennsalt International Corp., Philadel- 
phia, Pa. 

he Export Corp., New York, 


i: Bs 

Pittsburgh Plate Glass Co., Moores- 
town, N. J. 

Prentiss Drug & Chemical Co., Inc., 
New York, N. Y. 





| 
| 


* 





1183 


TaBLE I.—General Services Administration bidders’ mailing list for 75 percent DDT 
water-wettable powder for fiscal year 1958—Continued 


Shell Chemical Corp., New York, N. Y. 

Stauffer Chemical Co., New York, N. Y. 

Monsanto Chemical Co., Washington- 
D.C 


Olin Mathieson Chemical Corp., Wash- 
ington, D. C. 

Stauffer Chemical Co., Washington, 
D. C, 

Imperial Chemical House Industries, 


New York, N. Y. 
Trio Chemical Works, Brooklyn, N. Y. 
Tuteur Bio-Chemicals, Inc., New York, 


York Chemical Co., Brooklyn, N. Y. 


Wyandotte Chemicals Corp., Wyan- 
dotte, Mich. 

White Cross Laboratory, Inc. New 
York, N. Y. 

West Disinfecting Co., Long Island 
City, N. Y. 

Velsicol Corporation Division, Chicago 
11, Il. 

Universal Western Chemical Corp., 
Norwalk, Calif. 

United Sanitary Chemicals Co., Ine., 
Baltimore, Md. 

Thompson-Hayward Chemical Co. 


? 


New York, N. Y. 


Kansas City, Mo. 
Stock & Spanier, Inc., 


Ben P. Steel Co., New Yerk, N. Y. 

Sprayon Products, Inec., Cleveland, 
Ohio 

The Sherwin Williams Co., Washing- 
ton 5, D. C. 

Hayes-Sammons Co., Mission, Tex. 


Rose Exterminator Co., San Francisco, 
Calif. 

Rohm & Haas Co., Philadelphia, Pa. 
Residex Corp., Linde n, N. J. 
Republic Chemical Corp., New York, 

ite as 
Ramback Chemical Co., 
Reliable Chemical Co. 
Pioneer Chemical Co. 
land City 1, N. 
Pennsalt of W: ashington Division, 
coma, Wash. 
S. B. Penick & Co., 
New York, N. Y 
The Panray Corp., 


Jamaica, N. Y. 
Ps assaic, N. J. 
Inc., Long Is- 
Ta- 
50 Church Street, 
‘New York, N. Y. 


Nylos Trading Co., Inc., New York, 
ee 
Mutchler Chemical Co., Inc., New 


York,, N. Y 
Monsanto Chemical Co., St. Louis, Mo. 
Miller Chemical & Fertilizer Corp., 
Baltimore, Md. 
Michlin Chemical Corp., Detroit, Mich, 
McCormick & Co., Inc., Baltimore, Md. 
Los Angeles Chemical Co., South Gate, 
Calif. 
Lobel Chemical Corp., 
—e Chemical Co., 
ave 


25164—58——75 


New York, N. Y 
Ine., New York, 


Industrial Chemical & Dye Co., New 
York, NN; ¥. 

Hysan Products Co., Chicago, Ill. 

See & Co., Inc., New York, 


Eaton Chemicals Division, American 
Potash & Chemical Corp., Los An- 
geles, Calif. 

Durham Chemical Co., Los Angeles, 
Calif. 

E. I. du Pont de Nemours & Co., Wil- 


mington, Del. 
The Dow Chemical Co., Midland, 
& Chemical Co., 


Mich. 
Dixie Spray 
South Pittsburg, Tenn. 
Dianol, Ine., St. Petersburg, Fla. 
Diamond Chemical Co., Inc., Bayonne, 
N. J. 
Diamond Alkali Co., Philadelphia, Pa. 
Diamond Alkali Co., Cleveland, Ohio 
Cornell Chemical & Equipment Co., 
Inc., Baltimore, Md. 
Conray Products Co., New York, N. Y. 
Connecticut Chemical Research Corp., 
Bridgeport, Conn. 
Commercial Solvents Corp., 
son Ave., New York, N. Y. 
Combined Agencies Corp., Washington, 
D. C. 
City Chemical Corp., New York, N. Y. 
Chipman Chemical Co., Inc., Bound 
Brook, N. J. 
Chemical Insecticide Corp., 
N. J 


Inc., 


260 Madi- 


Metuchen, 


Chapman Chemical Co., 
Tenn. 

Central Chemical Co., 

Carbide & Carbon 
New York, N. Y. 

California Pest Control, San Francisco, 
Calif. 

Boyle-Midway, Ine., New York, N. Y. 

Barrett Chemical Co., Philadelphia, Pa. 

Barco Chemicals, Inc., Des Moines, 
Towa. 

Asheraft Wilkinson Co., Atlanta, Ga. 

——— Cyanamid Co., New York, 


Memphis 1, 


Dallas, Tex. 
Chemicals Corp., 


Acoek Laboratories, Austin, Tex. 

Chapman Chemical Co., Memphis 1, 
Tenn. 

Central Chemical Co., Dallas, Tex. 

Carbide & Carbon Chemicals Corp., 
New York, N. Y. 

California Pest Control, San Francisco, 
Calif. 

Boyle-Midway Inc., New York, N. Y. 

Barrett Chemical Co., Philadelphia, Pa. 

Bareo Chemicals, Inc., Des Moines, 


Iowa. 
Ashcraft Wilkinson Co., Atlanta, Ga. 
American Cyanamid Co., New York, 
Nak 


Acock Laboratories, Austin, Tex. 
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METHOD OF PROCESSING EQUIPMENT 


Mr. PassMan. Sprayers and other equipment, both electric and 
manually operated, are also included in this program; are they not? 

Dr. Campsety. Mostly manually operated. 

Mr. Passman. On what basis do you award the contracts for the 
equipment? 

Dr. CamppeLu. Over a period of years, Mr. Chairman, we have 
developed a considerable experience with the specifications for this 
type of equipment. The specifications are quite dfferent from the 
specifications for garden spraying and various other types of sprayers. 
They have to meet quite rigid specifications, and we at the present 
time have agreed to a set of specifications that fit the requirements of 
the World Health Organization, ICA, Pan American Sanitary Bureau, 
and the companies that make sprayers bid on these specifications and 
we purchase sprayers on the basis of those specifications and their 
bids for this equipment. 

Mr. PassmMan. That is quite natural, because you write your speci- 
fications as they should be written. If there are a hundred firms 
manufacturing the sprayer that met the specifications, all of them 
would be entitled to bid. 

Dr. CampsBeE.Lu. That is right. 

Mr. Passman. Is this equipment of a different type than that which 
we have been using in America for years? 

Dr. CampseE ut. Yes, sir. It is different. 

Mr. Passman. Why is it different? 

Dr. CamMpBELL. Because we use it in tropical countries that are 
different from United States conditions. 

Mr. Passman. That would have something to do with the type of 
metal and other material, and not the functioning of the machine? 

Dr. Camppey. There are parts of the equipment that are different. 
If a piece of equipment does not work in the Andes or Amazon, it is 
one of those little peculiarities we have learned how to correct and 
have to include them in our specifications, 


COST OF INSECTICIDE 


Mr. Passman. On the 30 million pounds of DDT, could you inform 
the committee as to the average cost per pound? 
Dr. Campsey. About $0.23 per pound. 
Mr. Passman. About $7.3 million for DDT. 
Dr. CampBEL.L. Yes. 
COST OF EQUIPMENT 


Mr. Passman. What was the total cost of the sprayers and other 
equipment? 

Mr. Frirz. I think it would be wise if I got that information 
together. 

Dr. Campse.u. If we may give you that later. 

(The data follow :) 
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Expenditures for malaria eradication, fiscal year 1958 


Item Cost 
Personnel. -_- - - hick gee aque naed .- $400, 000 
Insecticides ae a Sadia ge hc lok I a dl oc eh de has ctecigl lie ci aie 9, 861, 702 
Goraying equipment < .. 2<.6- 4 soo sis snwasen be eRe Ri onsen Jes 139, 565 
Vehicles ; Pa shed oh 2, 500, 000 
Other equipment and supplies__ cue Sede 465, 733 

WONG iin 2s 50 stk Caen ecsbauss sols peal jeaeen 13, 367, 000 


Mr. PassmMan. Would you provide data on the number of manu- 
facturers bidding on the equipment, the amount of the low bid, the 
basis on which you awarded the bids, and explain whether this was on 
a basis similar to that for the DDT? 

Dr. CampBELL. Yes, sir; and the DDT sprayers. 

Mr. Passman. Yes. 

Out of this program what amount is for insecticides, sprayers, and 
equipment, and what part is for personnel? 

Mr. Fritz. May I add this at this point? 

Mr. PassMan. Yes, sir. 


SPECIFICATIONS FOR SPRAYERS 


Mr. Frirz. We have had some difficulty recently in accepting bids 
on sprayers and finding that samples pass our rigid performance tests 
and then having these delivered in the field and find out that we have 
been delivered a product which is inferior to the product that we passed 
in our tests. Therefore, we have recently asked the research labora- 
tory of the Public Health Service in Savannah to retest a sample of 
sprayers from various manufacturers, sprayers that are sent to us by 
the manufacturer, and to set up a prequalified list of bidders, We feel 
that this will help immeasurably to reduce the breakdown in the field 
of these sprayers. 

Mr. Passman. If you write the specifications and a manufacturer 
meets the specifications, and you find when you take the equipment to 
the field that the specifications were inadequate, who is the loser? 

Mr. Fritz. I am afraid we are the loser, sir. 

Mr. Passman. Rightfully, of course. 

Have you had experience where your specifications were met and 
the equipment did not meet the requirements in the field? 

Mr. Frirz. Not with present specifications. The problem is those 
sprayers delivered to us in the field would not meet our specifications, 
‘ which are performance specifications. 

Mr. Passman. Is this equipment not inspected before it is shipped? 
Mr. Fritz. Yes, sir. 

Mr. Passman. How did the faulty equipment get out? 

Mr. Frirz. I don’t know. 

Mr. PassmMan. Was there a large quantity of this type of equipment? 
Mr. Frirz. It was a very small number. 


MANUFACTURERS AND COST OF EQUIPMENT 


Mr. Passman. Will you provide for the record the number of 
manufacturers bidding on these sprayers, the difference between the 
low and high bid and the percentage of the total requirement you 
awarded to each company, similar to the request on the DDT? 

Dr. CAMPRELL. Yes, sir. 
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ft (The data to be supplied follow:) 


SrateMentT or Dr. EvGene Campsie u, Cuier, Pustic Heatta Diviston, ICA 


During fiscal year 1958 18 suppliers. (table IV) were invited by the General 
Services Administration to bid on compression sprayers. Table V shows the list 
of supplicrs bidding on compression sprayers, prices bid and contracts awarded. 


TaBLEe 1V.—General Services Administration bidders’ mailing list for compression 
sprayers 


Astra-Nu- Matic Equipmantic Co. Inc., Henry R. Jahn & Son, Inc., New York, 
Pee te mien The Lofstrand Co., Rockville, Md 

The E. C. B Co. Cc d e Lofstrand Co., Rockville, ; 
N. Y. ee as ne MoCireg é& Werner, Inc., Washington, 

——” Pest Control, San Francisco, M obile Equipment Corp.,. Washington, 

Champion Sprayer Co., Detroit, Mich. 

Combined Agencies Corp., Washington, we KE. Myers & Bro. Co., Ashland, 


D. C. 
t- ] Chi Til. 
Dobbins Manufacturing Co., Elkhart, ne a ari Utica N.Y 


Ind. Svraying Systems Co., Seilwoud: Til. 
Hector Supply Co., Miami, Fla. Universal Metal Products Co., Saranac, 
H. D. Hudson Manufacturing Co., _ Mich. 

Chicago, Ill. Whitlock Corp., Yonkers, N. Y. 


Taste V.—Firms bidding and contracts awarded for compression sprayers for 
fiscal year 1958 


Date Invitation number Bids received Unit price |Total amount 
Aug. 13,1957 | FN-4Q-8017-A-N-8-29-58.....| H. oi a Manufac- $22. 83 $10, 958. 40 
turing Co 
McGregor & Werner Inter- UE idpndimnmiicks 
national.? 
Dec. 3,1957 | FN-4L-8287-A-12-18-57_.....-. H. D. Hudson Manufac- 24.73 20, 896, 85 
turing Co.! 
oR oO ae eS Pe ene es | 
Feb. 7,1958 | FN-4S-8327-A-2-20-58_....... a, ia Manufac- 22. 73 26, 457. 72 
uring Co. 
Feb. 14,1958 | FN-4S-8366-A-3-7-58_......-./....- GO. btcbeuckedielimebicceell 22. 73 65, 189. 64 
Mar. 10,1958 | FN-4S-8389-B-A-3-31-58 ...../_..... IP \ccmaiincice Saeadionamenend 23. 81 11, 428. 80 
Mar. 31, 1958 | FN-4S-8419-A-4-21-58___...._]....- Mess ah cine boat 27.04 1, 297. 92 
Apr. 11,1958 | FN-4S-8433-A-4-30-58_._...._]..... ie i Pate Bae 22. 24 3, 336. 00 


1 Contract awarded. 
2 Did not comply with GSA specifications, 


Mr. PassmMan. Thank you very much, sir. 


BACKGROUND OF PROGRAM 


Mr. Gary. Is this a United Nations program, or a United States 
program, Doctor? 

Dr. Campsey. Mr. Gary, this program is a very old program in 
this sense. If I may give you a little background of this story, 
because I think it is important. 

In 1955, at the General Assembly meeting in Mexico City, the World 
Health Organization, with representatives of 88 nations, agreed that 
the time had come whereby eradication of malaria was not only feasi- 
ble, but was indicated, and we should get on with this particular type 
of work. 

The whole Assembly agreed to this principle. 

It had been demonstrated in the United States that we had eradi- 
cated malaria, and in other places, as you know. 


———————eeeeeS 
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Since 1955 this malaria eradication program has been identified as 
a WHO, World Health Organization, project that all countries that 
are members of the WHO participate in. 

We are one of the participants of the World Health Organization. 
Since 1955, we have been trying to discover the place that we can 
play an effective and important part in this malaria eradication proj- 
ect, and last year 1 was able and had the privilege of presenting to you 
gentlemen the place that we felt that we could make an effective 
contribution to this project. 

We have learned since that time that, had we not done this, this 
project would still not be underway. We are making an important 
and effective contribution, and without this contribution this project 
could not go forward. 

Mr. Gary. The contribution that we are making is a United 
States contribution? 

Dr. CAMPBELL. Yes, sir. 

Mr. Gary. And it is a part of the World Health Organization 
Plan? 

Dr. CamMpBELL. Yes, sir. 

Mr. Gary. But this is a part of the plan which we are undertaking 
to perform; is that correct? 

Dr. CAMPBELL. Yes, sir. 

Mr. Gary. Therefore, we are spending the money that you are re- 
questing in this program ourselves through our Government, and it 
is not being turned over to the World Health Organization; is that 
correct? 

Dr. CampsBeE.u. No, sir; that needs a little explanation: 

We felt that the World Health Organization last year, in order to 
carry out its expanded part in this program itself needed funds. Asa 
matter of fact, it was the other way. They came to us and indicated 
that this program was gaining ground; it was a snowball, and they 
needed funds for it. 

We agreed last year to make $5 million available to the World 
Health Organization for malaria eradication, and $2 million available 
to the Pan American Sanitary Organization. $7 million out of the 
$23.3 million was made available to the international organizations. 

Mr. Gary. And is being spent by the international organizations? 

Dr. CAMPBELL. Yes, sir. 

Mr. Gary. The balance is being spent by the United States? 

Dr. Campbell. By the United States in its bilateral health programs. 

Mr. Gary. Which have been coordinated with the program of the 
World Health Organization? 

Dr. CampBELL. Yes, sir: with both the World Health Organization 
and the Pan American Sanitary Bureau not only technically, but in 
the purchase of equipment and materials as well. 

Mr. Gary. As I understand it, this program has been in operation 
only 6 months? 

Dr. CampBELL. Since last December, when we made these contri- 
butions to the World Health Organization and the Pan American 
Sanitary Bureau on December 5, I believe, of last year, and our 
money was available as of November—some date in November—and 
that is the extent of our effective participation; yes, sir. 
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LEVEL OF EXPENDITURES, 1958 AND 1959 


Mr. Gary. Then the expenditures of $14 million that you referred 
to this year for fiscal year 1958 have been on a 6 months’ basis? 

Dr. CampsBe.u. Yes, sir. 

Mr. Gary. Therefore, the expenditures would naturally be larger 
on a 12-month basis during 1959? 

Dr. Campsetu. I believe Mr. Murphy is a better person to judge 
this than I. 

Mr. Murpny. We forecast $19.5 million, Mr. Gary, and at this 
point if I had to revise it, I would revise it upward and not downward. 

Mr. Passman. Will the gentleman yield? 

Mr. Gary. Yes, sir. 

Mr. Passman. You did indicate $19.5 million? 

Mr. Morpny. That is right. 

Mr. PassmMan. That is for fiscal 1959? 

Mr. Murpny. That is right. 

Mr. Gary. As I understand it, this is a 5-year program? 

Dr. CAMPBELL. Yes, sir. 


POSSIBILITY OF ERADICATION OF MALARIA 


Mr. Gary. Has your study and observation so far in this program 
led you to believe that we can actually accomplish the eradication of 
malaria? 

Dr. Campspetu. Well, Mr. Gary, in all humility I say I think we 
can do so. This is a tremendous human task. 

We know that it is one that millions and millions of people are 
struggling for. I have seen this project grow beyond my expectations, 
and I believe that in 5 years we will be so close or it will be in a state 
where it will be moving so by itself that we can consider that we have 
reached our objective. It is a terribly absolute thing to say that you 
have eradicated something. We understand this, but we feel that 
we have reached the point in our history in medicine that this is 
coming about, and our best estimate is that we will. 

Mr. Gary. You really think you can make a very substantial 
stride toward complete eradication within the next 5 years? 

Dr. CampBeEtu. Yes, sir. 

Mr. Gary. You certainly have my very best wishes. 

Off the record. 

(Discussion off the record.) 

That is all, Mr. Chairman. 

Mr. PassmMan. Mr. Natcher, do you have any questions? 

Mr. Nartcuer. Doctor, can you tell me if the 10 companies that 
furnish the DDT are all American companies? 

Dr. CAMPBELL. Yes, sir. 


AVAILABILITY OF SUPPLY OF INSECTICIDES IN UNITED STATES 


Mr. Narcuer. Do you make all of your purchases in this country? 

Dr: CampsBE.. I believe that we have made more than 96 percent 
of our purchases in this country for this program. 

Mr. Natcuer. Would it be possible during fiscal year 1959 for you 
to make 100 percent of your purchases in this country? 


aR ET vee 


—_ ETE Pe SSS 


1191 


Dr. Campsety. I would find it awfully hard, sir, to say that, but I 
can assure you that we are interested in using United States products. 

Mr. Natrcuer. Thank you, Mr. Chairman. 

Mr. PassMAN. Will the gentleman yield? 

Mr. Narcuer. I yield, Mr. Chairman. 

Mr. PassMan. If vou are able to procure 96 percent of your require- 
ments in this country from insecticide manufacturers they certainly 
know that this program is underway. 

Dr. CAMPBELL. Yes, sir. 

Mr. PassmMan. Would it not stand to reason that they would 
increase their capacity so that they may be able to meet the require- 
ments? 

Dr. Camppeuu. Yes, sir, Mr. Chairman. I think that is entirely 
true, but I also think that in the same way there may be an increased 
interest by manufacturers in other countries to develop their product 
as well. I hesitate to say what will come out of this. We are going 
along as best we can in this direction. 

Mr. Passman. Thank you. 

Mr. Denton, do you have any questions? 

Mr. Denton. Do you use some other kind of insecticide besides 
DDT? 

Dr. CAMPBELL. Yes, sir. 

Mr. Denron. I remember Dr. Scheele said something was more 
powerful than DD’). , 

Dr. Campretyt. We are using another insecticide called dieldrin. 

Mr. Denton. You alternate in the use of these insecticides? 

Dr. Campre.yu. Yes, sir, we do. We have found a certain group 
of Anopheles which become resistant to DDT, and therefore have had 
to change to the other insecticide, which is dieldrin. 

Mr. Denton. Do you also work with drainage projects and in the 
aon up of swamps, and so forth? 

Dr. CampBei. No, sir; we find it is not necessary at the present 
time. W e only spray houses. 

Mr. Denton. I am very interested in your program, and I think 
you are doing excellent work. I serve on another committee which 
makes the appropriations for the Department of Health, and since 
you have been testifying, I have thought that malaria was a disease 
which was causing a great deal of sickness in the United States when 
the Public Health Service started working on it. They have eradi- 
cated malaria in the United States, but the mosquitoes and malaria 
know no national borders, and while we have our quarantine service 
with airplanes coming in and modern means of conveyance, unless 
you can stop malaria over the entire world vou are going to have a 
pretty hard time keeping it out of the United States. 

Dr. CampBE.t. Yes, sir. 

Mr. Denton. I know that the members of that particular com- 
mittee which I referred to were going to the World Health Organiza- 
tion meeting in Mexico City in 1955, but legislation pending in 
Congress prevented us from going. 

I have watched your work on this, and I think you are doing a 
wonderful work. I know something about what you are doing from 
what I hear from the Public Health Service. I think it is a fine 
program. 

Dr. Campreiy. Thank you, sir. 
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Mr. Denton. I am very pleased with the way you are carrying it 
out in cooperation with the host countries, the World Health Organi- 
= and UNICEF, and the way it has worked out on a partnership 
asis. 
Dr. Campsetu. Thank you, sir. 
May I say, Mr. Denton, one thing with regard to this mosquito 
problem, and I know that many people have the same feeling: 
This particular project is sometimes thought of by people as a 
means of doing away with mosquitoes. Actually, we are not trying 
to eliminate mosquitoes. We are eliminating a disease, the plasmodia, 


that affects the human being. We can still have the mosquitoes and 
not have the malaria. 


CONTROL OF YELLOW FEVER 


Mr. Denton. Are you doing anything about yellow fever, or is 
that in your field? 

Dr. CampBELL. Yes, sir; we are collaborating with some countries 
in the control of yellow fever. 

Mr. Denton. You know about yellow fever moving north? 

Dr. CampBE.L. Yes, sir; I do, sir. We are collaborating with the 
Pan American Sanitary Bureau in their work. 

Mr. Denton. I was down in Panama and of course I talked with 
the people, and with the Gorgas Foundation. They said something 
besides mosquitoes was causing the yellow fever, but they were trying 
to find out what it was. They said oppossums would carry it, and 
that some monkeys would carry it. 

Dr. CampseE... In the jungle at the treetop level there is a whole 

oup of mammals that live within about 7 feet of the top of trees. 
This is a curious thing, but it is true. These animals spend their 
entire life at this level in the jungle. The mosquitoes that pass this 
virus from one mammal to another also live in those same particular 
trees, and at the same treetop point. They keep this virus going all 
the time. 

So, it is truly a jungle or sylvatic type of yellow fever. 

r. Denton. The Public Health Service works with you on this 
program? 

Dr. CAMPBELL. Yes, sir: very much so. 

Mr. Denton. Off the record. 

(Discussion off the record.) 

I think a program like this does much more to promote international 

ood will and to increase the influence of the United States and friendly 
fooling with other nations than a good many other things that I have 
heard about. 

Mr. Anprews. I want to agree with the gentleman in that state- 
ment. 

Mr. Passman. Mr. Alexander, do you have any questions? 


METHOD OF ATTACKING MALARIA 


Mr. ALtexanpeErR. Doctor, is the theory of eradication of malaria 
based upon making humans immune to the disease rather than 
destroying the mosquitoes with which we are all familiar which carry 
it? 
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Dr. Campsetu. The eradication of malaria is based upon the 
destruction of the organism that causes malaria. It happens that 
malaria has a very complicated infection chain in that part of its life 
cycle depends upon human beings, and another part of it depends upon 
mosquitoes. 


Mr. ALExanpDeER. In other words, it does not depend upon making a 
person immune? 

Dr. CampBELL. Yes, sir; that is right. It does not depend upon 
making him immune to this organism. It depends upon actually 
destroying the organism that causes the disease. 

Mr. ALEXANDER. Well, now, suppose we were highly successful in 
our 5-year program of malaria eradication, at the end of that or 
whenever we reach that point would there be a time when we could 
say that we would not have to continue the program which we have 
even in a small way? 

Dr. Camppety. Yes, sir; we have demonstrated that in not only 
the United States, but several other countries, and today we are 
spending very little money, if any, directly for malaria control, or 
toward its eradication. We have eradicated malaria in the United 
States. 

Mr. ALexaNDER. In other words, you think there can be a com- 
plete eradication? 

Dr. CAMPBELL. Yes, sir; I believe there can be a complete eradica- 
tion. 

Mr. ALexanper. If it depended upon immunity it would not last; 
is that right? 

Dr. CampsBe.t. It would be very difficult—a much more difficult 
problem than we have—but we are striking at the point of destroying 
the organism, and we feel as though that can be done. 


COST OF INSECTICIDES 


Mr. ALtexanpeErR. Doctor, how much do we have to pay per unit 
for this DDT and other insecticides as compared with a commercial 
wholesale price per unit? 

Do you have that information? 

Dr. Campse.tu. I am not quite sure, sir, that I understand the 
question exactly. 

Mr. ALEXANDER. As I understand it, you are taking all that these 
companies can produce, and you are getting it when they do not have 
production for commercial purposes? 

Dr. CAMPBELL. Yes, sir. 

Mr. ALEXANDER. It seems to me that in a situation like that where 
you are taking every bit they can produce, you ought to be able to 
get it at a much cheaper price per unit than would be a wholesale price 
for that same firm on the market in the United States. 

Dr. CampBELL. I believe I could answer that this way, Mr. Alex- 
ander. I believe you can go into the market at the present time and 
buy a pound or 2 or 10 pounds of DDT, and you probably would 
have to pay 35 or 40 cents a pound for the DDT that you buy for use. 

I have bought DDT in other countries where I have been stationed 
at 50, 55, and 60 cents a pound. The average cost to us in this pro- 
gram is around 23 cents a pound—between 23 and 24 cents a pound— 
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and we feel as though we are getting it very close to the bottom figure 
at which it can be bought. 

Mr. ALEXANDER. Do you have any statistics as to how much it 
actually costs the manufacturing firms to produce it? 

Dr. CampBELL. No, sir; I do not have those statistics on the cost. 

Mr. Atexanper. The point I am trying to get at is where you have 
a limited number of suppliers, many times they will collaborate to- 
gether and will not be very far apart in their bids, which could cause 
an exorbitant price for the products you are trying to get. 

You do not suspicion that? 

Dr. CampseE.u. No, sir; I had not suspicioned that at all. I believe 
that our prices are commensurate with the general agricultural use 
of it. Our experience has been similar to that of other organiza- 
tions that have been using large amounts of DDT. 

Mr. ALexanper. I want to commend the idea. I think this type 
of thing is wonderful. It does not mean that I do not think we can 
improve it. I think we can improve even if we are doing a good job 
today. I think we will find better methods and ways to make short- 
cuts, but I do think that this is a wonderful idea. 

That is all, Mr. Chairman. 

Dr. Campsety. Thank you, sir. 

Mr. Passman. Mr. Andrews, do you have any questions? 


TREATMENT OF MALARIA CASES 


Mr. Anprews. Doctor, under this program do you do anything 
other than trying to kill ‘the mosquitoes through the use of DDT? 

Do you treat patients who are suffering from malaria? 

Dr. Camppetu. Yes, sir; we do. There are a number of new drugs 
that have come on the market in the last few years that are quite 
effective in the treatment of clinical cases of malaria. 

Mr. Anprews. Do you have any clinics or hospitals in any of these 
countries in which your organization is operating? 

Dr. CampBeE... Yes, sir; we are not operating them, but we collab- 
orate with other host countries to promote this same kind of approach. 
We are using every approach we know to get at the roots of this 
problem. 

Mr. Anprews. You are both trying to eliminate the cause of 
malaria and treat the patients who are suffering from it? 

Dr. CAMPBELL. Yes, sir. 

Mr. Anprews. This is to be a 5-year program? 

Dr. CAMPBELL. Yes, sir. 

Mr. Anprews. Do you think the results can be obtained in that 
5-year period? 

Dr. Campse.tu. Yes, sir; I believe that at the end of 5 years this 
would be so far advanced and close to the point at which time many 
countries can carry on the same kind of surveillance that we are 
carrying on in this country and that we are justified in saying that 
we have reached eradication. 

Mr. Anprews. And our assistance no longer will be needed? 

Dr. Campne.y. That is right. 
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OVERALL COST OF PROGRAM 


Mr. Anprews. The total cost of this program is $520.7 million? 

Dr. Cisertatt, Yes, sir. 

Mr. Anprews. And this country will furnish $113.9 million of that? 

Dr. CAMPBELL. Yes, sir. 

Mr. Anprews. I want to concur with what the gentleman from 
Indiana said. J think this is one of the best programs in this whole 
operation. 

Dr. Campseiy. Thank you, sir. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Passman. I certainly want to associate my views on this with 
those of the distinguished Member from Indiana. 

Mr. Taber, do you have any questions? 


COLLABORATION WITH WORLD HEALTH ORGANIZATION 


Mr. Taner. I notice that the justifications indicate that out of the 
$25.6 million, $7 million is to be transferred to the World Health 
Organization; is that right? 

CamMpBELL. No, sir; I think it is $3 million for the World 
Health Organization and $3 million for the Pan American Sanitary 
Organization. 

Mr. Taser. It seems to me | saw the other figure. 

Mr. Murpuy. That was during 1958. 

Mr. Taser. Are you getting as good results with the World Health 
Organization as you are with your own operation? 

Dr. Campseti. Mr. Taber, I think it is very difficult for us to 
compare in this respect because the World Health Organization is in a 
sense the central nerve center of this project, and without it we could 
have no results, and without us they could have no results. The 
amount of resources we make available to them I am sure is insufficient 
for what they have got ahead of them. 

I was told just last week in Minneapolis that they are going to be 
short even with this $3 million to carry on the important activities 
they have in countries were we do not have bilateral programs, and in 
the overall planning for this project. 

Mr. Taser. This disease exists a good deal in the jungle countries; 
does it not? 

Dr. CAMPBELL. Yes, sir, but only where there are people, sir. 

Mr. Taser. You do not have malaria anywhere in the world except 
where you have people? 

Dr. Campseu. That is correct, sir. 

Mr. Taser. It is quite prev elant i in such places as the East Indies? 

Dr. CampBE.u. Yes, sir; it is very prevalent in many of the areas 
of the East Indies. The island territories are one of our largest and 
most difficult and complex problems. 


MALARIA BEHIND THE IRON CURTAIN 


Mr. Taper. Is there a considerable amount of it behind the Iron 
Curtain? 
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Dr. Campsetu. Our knowledge of the amount behind the Iron 
Curtain is not very accurate, but I can say that with their participa- 
tion in the World Health Assembly we have learned a great deal 
about prevalence of malaria. 

Mr. Miuter. If you call China behind the Iron Curtain, you would 
certainly be safe in saying it is very prevalent in parts of China. 

Dr. CamMpBELL. Yes, sir. However, we know that the members of 
the U. S. S. R. are working hard at this same project. They are 
members of this project and they are participating in the world-wide 
malaria eradication project. They are working in those areas with 
the same principles and objectives that we have. 


MALARIA SITUATION IN INDIA 


Mr. Taser. What about the malaria situation in India? 

Dr. Campsetu. A year ago I would have been very frightened to 
answer this question, but since January the Indian Government has 
taken aggressive action in this project in India, and has developed a 
very effective program in India based on a long history of a controlled 
program, itis true. But, they have one thing that many other coun- 
tries do not have, and that is a fairly extensive cadre of trained per- 
sonnel that have been trained in their control programs during the 
past 8 or 10 years. 

They have made the decision as a government to support the malaria 
eradication program, and have put all of their possible resources into 
the prosecution of it. I was in India in September. I visited their 
institute. I know their people, and I can tell you I would be very 
proud of the program that they have launched. I think they are going 
to be successful. It is a tremendous job, but they have also tremen- 
dous resources to put into it. 

Mr. Taser. What about these border states as, for instance, those 
east of India which would include Burma, Vietnam, Cambodia, 
Thailand, and the rest of them? 

Dr. CaMPBELL. Yes, sir. 

Mr. Taser. They have considerable malaria; do they not? 

Dr. CamMpBELL. Yes, sir; they have considerable malaria, and each 
one of these countries has an active program for the eradication of 
malaria, and we are collaborating directly or indirectly with them. 

WHO is also collaborating with them, and to date with the excep- 
tion of some spots that are difficult, we find a great deal of progress 
in this area. 

Mr. Taser. Is it a case where the individual is afflicted and is 
largely treated, or is it a case where the basic cause of the thing is 
eliminated? 

Dr. CampBELL. There are some spots in south Asia where we feel 
that our program has not reached for us to know exactly what the 
situation is so far as the human problem is concerned. Every one of 
the governments, however, are launching training programs and have 
included an organizational pattern within their government to reach 
all the parts of their country and the people for treatment, if it is 
necessary, for the actual illness, and of course the spraying of houses 
with DDT when it can be accomplished. 

Mr. Taser. If you accomplish the eradication, you have to keep 
the thing going just the same afterward; have you not? 
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Dr. CampBE.tu. No, sir. In the project as we visualize it, the great 
push is for eradication. As we discover by iy ie place after 
place that the disease chain has been broken, that the plasmodia has 
been destroyed, we will find it necessary, as we did in the United 
States, to establish a surveillance-type of service. In a sense this 
means that you will have personnel in the Government who can keep 
track to see whether there will be any outbreak or any recurrence of 
the disease. This is the experience we have had in about nine coun- 
tries now, and I believe that it is sound, it is effective, it is profession- 
ally handled, and it can be done. 


METHOD OF PROCURING INSECTICIDE 


Mr. Taser. Did I understand you to say that you were using all 
of the DDT that the different manufacturers could produce? 

Dr. CampBe.u. We took all of the DDT that was offered to us by 
the lowest bidders. This represented all available DDT above the 
commitments of these manufacturers to supply agricultural or other 
needs. 

Mr. Taser. Of those that bid? 

Dr. CAMPBELL. Yes, sir. 

Mr. Taser. You use competitive bidding; do you not? 

Dr. CampsBe.i. Yes, sir. We feel there was competition in the 
bidding, and I will insert into the record a description of this so that 
you may know exactly what we are trying to describe. 

aa TaBer. Does that mean that the price does not vary very 
much? 

Dr. Campse.t. The price of DDT varies from season to season in 
the United States, depending on the agricultural activities, and we 
have found that if we can space our requests so that we can make our 
requests at a time when it is not a seasonal peak, we have been able to 
do better than Agriculture in many respects. 

Mr. Taser. You mean in buying it? 

Dr. CAMPBELL. Yes, sir; in buying it. 

Mr. Taser. I think that is all I have, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Taber. 

May I ask this question, Doctor, before going to the next member: 

When you requested bids, 12 manufacturers bid on DDT? 

Dr. CAMPBELL. Yes, sir; I believe that was right. 

Mr. Passman. You had to place orders with 10 of those manu- 
facturers in order to obtain the quantity that you required for the 
program? 

Dr. CAMPBELL. Yes, sir. 

Mr. Passman. You promised to provide to the committee the 
record of the bidding of the lowest to the highest bidder? 

Dr. CAMPBELL. Yes, sir. 

Mr. Passman. Could you state at this time the differential between 
the lowest bidder and the No. 10 bidder up the list? 

Dr. CampsBE.L. I cannot say that right at the present time, Mr. 
Chairman, but I will have it for you. 

Mr. Passman. You really would not term the bidding as being 
competitive. You were not awarding the contract to the lowest 
bidder. You were awarding it to the 10 lowest bidders out of 12, so 
as to obtain the quantity needed; is that correct? 

Dr. CampBELL. Yes, sir. 
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Mr. Passman. Thank you, Mr. Miller, do you have any question? 

Mr. Miuuer. Dr. Campbell, malaria is produc ed by the combination 
of a mosquito and a human being that has the infection? 

Dr. CAMPBELL. Yes, sir. 

Mr. Miuuer. In theory you use the DDT to destroy the mosquito 
and break the cycle that way? 

Dr. CAMPBELL. Yes, sir. 

Mr. Mitier. What do you do about the purchase of drugs to 
cure the carriers of the infection, and who supplies that? 

Dr. CampBeLut. We pure hase some drugs, and part of this money 
will go to purchase some of the drugs that are used in this. It is a 
very important and very effective approach to the ultimate control. 

Mr. Miuuer. Are they expensive? 

Dr. Campse.t. It is very important to the ultimate control and 
eradication. Relatively, it is not very expensive. 

Mr. Miuuer. I[ understand that since World War II and perhaps 
since the early part of the Korean conflict, that new drugs have been 
produced that will effect cures on the recurrent type of malaria for 
which atabrine and quinine only acted as a deterrent? 

Dr. CAMPBELL. Yes, sir. 

Mr. Mitier. Do I understand that a person who has been infected 
with malaria if he takes these new drugs, he would not be subject 
to passing the disease on if bitten by a mosquito? 

Dr. CampBELL. Yes, Sir. 


PROGRAM FOR ELIMINATING MALARIA 


Mr. Miuuer. As I understand it, your permanent program is 
based upon eliminating malaria in all the people in an area where the 
mosquitoes are that have the carrying capacity or eliminating all the 
poqaduiioce, or both, if you can? 

. CAMPBELL. Yes, sir; you are striking both links of this chain. 

Me. Miter. Of course, if you eliminated all people with malaria 
in the world, then, you would not care about the mosquitoes. 

Dr. CampBeL.. Yes, sir. 

Mr. Mitier. But as I understand your program, after an area has 
become free of the disease, as this country has, the problem you have 
is to prevent someone carrying malaria into the area, and being bitten 
by a mosquito and starting the cycle all over again? 

Dr. CampBELL. Yes, sir. 

Mr. Mitier. Your program involves having surveillance so that if 
a case is reported vou get on it right away? 

Dr. CAMPBELL. Exactly; ves, sir. 

Mr. Murer. I realize that it is a gigantic problem, worldwide, but 
it does seem capable of solution, which I think is a very wonderful 
thing. 

Dr. CAMPBELL. Yes, sir. 

Mr. Mituier. Thank you very much. 

Mr. Passman. Mr. Rooney, do you have any questions on the 
malaria eradication program? 

Mr. Rooney. No, sir, I do not believe so. 

Mr. Passman. Thank you very much, Dr. Campbell, for your 
presentation here today. 

Dr. Campspe tt. Thank you, Mr. Chairman and members of the 
Committee. 
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INTERREGIONAL EXPENSES 


WITNESSES 


ROBERT L. OSHINS, SPECIAL ASSISTANT, OFFICE OF DEPUTY 
DIRECTOR FOR TECHNICAL SERVICES, INTERNATIONAL CO- 
OPERATION ADMINISTRATION 

J. E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION 
ADMINISTRATION 

CLAYTON W. McALLISTER, ADMINISTRATIVE BUDGET BRANCH 
CHIEF, INTERNATIONAL COOPERATION ADMINISTRATION 

ROBERT G. BARNES, SPECIAL ASSISTANT FOR MUTUAL SECURITY 
COORDINATION, DEPARTMENT OF STATE 

MAREKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS, DEPARTMENT OF DEFENSE 


Mr. Passman. The next witness will be Mr. Robert L. Oshins, 
Special Assistant, Office of Deputy Director for Technical Services of 
the International Cooperation Administration, who will make the 
presentation in behalf of the interregional expenses item. 

Off the record. 

(Discussion off the record.) 

Mr. Passman. Mr. Oshins, do you have a statement which you 
would like to make at this time? 

Mr. Osuins. I do, sir. 

I believe the statement has been distributed to the committee, but 
I would like to read it for the record, if I may. 

Mr. PassMan. You may proceed, sir. 


GENERAL STATEMENT 


Mr. Osutns. The proposed expenses for fiscal year 1959 under this 
heading total $15,140,000. This will provide for the costs of necessary 
supplementary and technical backstopping services for ICA technical 
cooperation and other programs which it is not practicable or eco- 
nomical, from an accounting standpoint, to charge directly to indi- 
vidual projects or country or regional assistance funds. No separate 
appropriation is requested to cover expenses incurred under this head- 
ing in view of the fact that funds for this purpose are already included 
in the totals requested for technical cooperation and other categories 
of aid. 

The amounts included are closely related to the numbers of par- 
ticipants, technicians, and other activities for which services must be 
provided and thus cannot be adjusted significantly except as a result 
of corresponding adjustments in the size of the general technical 
cooperation and other programs which they serve. Even then there 
would be a time lag in possible adjustments of these costs for reasons 
which are explained below. 

Thus, many of the costs included under this heading may be thought 
of as being like the cost of a large crate used to ship some household 
goods. The size of the crate cannot be independently determined— 
its minimum size is set by the size and shape of the furniture or other 
goods to be shipped. 
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The costs involved differ from ICA administrative costs in that 
the purpose of the expenditures is to provide services to cooperating 
countries directly or indirectly rather than the United States Govern- 
ment as such. They differ from regular ICA program expenses in 
that they are usually not directly requested by cooperating countries 
but rather are requested by implication in the request for the basic 
assistance which these services support. Thus, for example, a country 
which requests ICA assistance in training a certain group of par- 
ticipants in a particular technical field will sign a request covering 
the transportation, per diem, and direct tuition expenses of the par- 
ticipants involved. This request should logically also cover the costs 
of providing a project manager to arrange the training; interpreters 
where necessary, and so forth. However, it would be a complex and 
expensive cost accounting operation to allocate such costs directly to 
each group of participants. These supporting costs are therefore 
charged to the interregional fund. 

Mr. Denton. Do I understand that the interpreters and those 
people come under this? 

Mr. Osuins. That is right, sir. 

For purposes of internal ICA handling, these interregional expenses 
are subdivided into two categories: “interregional project expenses’”’ 
and “interregional program support expenses.” The former covers 
primarily expenses which are made through contracts with private 
firms, universities, and so forth, while the latter involves mainly 
technical services performed by United States Government- employed 

ersonnel, either directly in ICA or in other Government agencies on 
ehalf of ICA. 

Under the provisions of section 522 (f) of the Mutual Security Act 
of 1954, as amended, these expenses for accounting and contro! pur- 
poses w ‘ill be administered in a single account with periodic credits 
to this account of the amounts which relate to other appropriations 
affected. 

TYPES OF SERVICES PROVIDED 


Services to foreign participants receiving training in the United 
States or elsewhere: Bringing an individual or group from a co- 
operating country to the United States or elsewhere, for training in or 
observation of pivencei techniques in their particular field of interest, 
is a key element in all technical cooperation activities and is also an 
important aspect of some defense support and special assistance 
projects. To arrange a suitable training program, and carry it out 
effectively, necessarily requires an extensive array of technical sup- 
porting services. These include the time of project managers and 
training supervisors in ICA and other Government agencies or on 
contracts with private institutions; orientation; provision of inter- 

reters, where necessary; refresher ‘courses in English ; accident and 
ealth insurance coverage, and so forth. 

The total amount of the interregional expenses which are expected 
to be utilized for such services to participants in fiscal year 1959 is 
$7.23 million. This compares with $6.71 million available for this 
ee in fiscal year 1958 and $6.10 million in fiscal year 1957. Our 

test estimates are that ICA and participating agencies will be called 
upon to handle about 8,500 participants in the United States in 
fiscal year 1959—about 5,700 new arrivals and about 2,800 carryovers 





1201 


from prior years—and that there will be about 1,700 participants in 
third-country training locations in fiscal year 1959. ‘This compares 
with about 8,100 in the United States and 1,500 in third countries in 
fiscal year 1958 and 7,800 and 1,200, respectively, in fiscal year 1957. 

It should be pointed out that the numbers for which services are 
required differ from the numbers of participants reflected in the fiscal 
year 1959 estimates for direct costs of technical cooperation and other 
activities since there is a time lag of several months between the 
provision of funds for a training project and the actual arrival of 
participants. Thus, the bulk of the participants arriving in fiscal 
year 1959 will have been funded from fiscal year 1958 appropriations, 
except for the service costs under discussion. 

Technical backstopping and support services for United States 
technicians in the field: Another major element in the technical 
cooperation program is the sending of United States technicians 
abroad to advise and assist cooperating countries in improving their 
technology in various fields. In fiscal year 1959 ICA expects to 
have 3,357 such technicians in the field on a direct employment basis 
and an additional 2,505 working under ICA-financed contracts with 
American universities, institutions, and business firms. This com- 
pares with 3,285 direct employees and 2,830 under contract in fiscal 
year 1958 and 2,852 and 1,750, respectively, in fisca] year 1957. To 
make the work of these technicians effective also requires a number of 
technical backstopping and support services. 

A technician in agriculture needs to have access to the vast store- 
house of technical information and knowledge in his field which is 
available in the United States Department of Agriculture and the 
land-grant college system. Similar backstopping services are fur- 
nished by almost all major agencies of the United States Government. 
The normal budgets of these agencies do not provide for financing 
these services and it is therefore necessary for ICA to reimburse such 
agencies for the expenses involved. The interregional expenses item 
also covers the reimbursable administrative support services to these 
technicians provided by the Department of State in Washington 
and overseas on such matters as payroll, transportation arrangements, 
personnel services, communicatiens, disbursing, et cetera, thereby 
eliminating to the maximum extent possible the establishment fo 
separate ICA facilities for these purposes. 


OVERSEAS PERSONNEL SYSTEM 


There are certain standby costs which are essential to maintaining 
a corps of technicians in various fields ready and able to meet the 
requests of cooperating countries on short notice. ICA and its 
predecessor agencies have been handicapped in the past by the 
necessity of recruiting all technicians on an ad hoc basis, starting when 
a request came in from a country. With several years of experience 
of program requirements behind it, it was possible in fiscal year 1958 
for ICA to institute an overseas veememe program which provides 
for certain measures of advanced recruitment to anticipate needs and 
arrangements for maintaining technicians on the rolls for a limited 
period between assignments, recruiting and training junior technicians, 
and some retraining for technicians after a number of years in the 
field. It is planned to expand this program in fiscal year 1959. The 
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costs of these arrangements are charged to the interregional expenses 
account. 

The total amount which it is anticipated will be required for serv- 
ices to technicians in fiscal year 1959 is $6.88 million. This compares 
with $5.95 million in fiscal year 1958 and $5.06 million in fiscal year 
1957. 


OTHER INTERREGIONAL EXPENSES 


The interregional account is also utilized to finance certain other 
technical activities and services which contribute to the overall effec- 
tiveness of ICA assistance to cooperating countries, 

There are a number of forms of nonpersonal technical assistance 
to cooperating countries involving such small units of service that it 
is not feasible to document them as individual projects and charge 
them to each country’s allotment of United States aid. These include 
such matters as the handling of requests for information about various 
technical processes; the making of various studies of advanced agri- 
cultural techniques; and the preparation of analytical information on 
a variety of matters from low-cost housing construction methods to 
United States labor practices. 

Major survey and construction projects proposed for financing from 
defense support or special assistance may require intensive technical 
review to assure the proposing country and ICA that they are sound 
from a technical and engineering standpoint. The cost of ICA 
technical staff and certain general contract engineering services used 
for this purpose are charged to the interregional expenses account. 

Such activities make up the final component in the interregional 
expense account. 

Altogether, these activities will require approximately $1 million in 
fiscal year 1951. 

Interregional expenses as proposed will total approximately $15,- 
140,000 in fiscal year 1959 ($15 million technical cooperation and 
$140,000 special assistance) as compared with $13,930,000 available 
in fiscal year 1958 ($13,500,000 technical cooperation and $430,000 
other accounts). The major elements in this increase on the “inter- 
regional projects’”’ side of the estimate are primarily for increased 
costs of providing interpreter and other services for the expected in- 
creased number of participants. This is also required because of the 
increase in the proportion of participants coming from less developed 
countries and therefore requiring interpreter and other services. 

On the side of “interregional program support expenses,” the 
anticipated increases compared with fiscal year 1958 are largely at- 
tributable to— 

An increase of $285,000 in the overseas personnel program. 
This amount provides for approximately 28 man-years of employ- 
ment plus travel and other expenses. 

2. An increase of $666,000 is required for State support to provide 
for the rising level of ICA programs, implementation of the vehicle 
replacement program, dependents medical care program, full year 
costs of USOM’s opened in fiscal year 1958, local wage, and other 
price increases. 

The amounts to be utilized for interregional funds as described in 
this presentation do not include the costs of similar services to be 
provided in implementing the $8 million supplementary technical 
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cooperation fund which was included in the Mutual Security Act as 
approved by the House of Representatives. Overall plans for use of 
this $8 million will be described elsewhere in the presentation 

Mr. Passman. That is $8 million more than requested for the 
program? 

Mr. Osurns. That is right. 

Mr. Passman. Would that indicate the Executive branch should 
state for what this is to be expended, as it is more than the amount 
the Executive requested? 

Mr. Osurns. I understand that is being done. 

Mr. PassmMan. They will attempt to justify the actions of the 
Congress? 

Mr. Osurns. Yes, sir. 

Mr. PassMaNn. You may proceed. 

Mr. Osurns. But the amounts for service costs here are tied to the 
original request and do not include any similar services that may be 
involved in the $8 million. 

Further, there are a number of new approaches to some of ICA’s 
problems which are currently under discussion. These include such 
ideas as special efforts to work with United States industry, banking, 
and other organizations to help increase private investment overseas; 
assistance in developing and adapting certain new products specially 
needed over in less developed countries, such as low-cost pumps; 
and developing special methods of helping cooperating countries to 
increase their supply of managerial and other high-level manpower. 
Some expenditures for research and pilot testing of these and similar 
ideas may be required in fiscal year 1959 and would normally be 
financed through the interregional fund. However, since they are 
not far enough along to be predictable, no provision for them has been 
made in the amounts here presented. It may, however, be necessary 
to transfer additional funds from other accounts to the interregional 
fund for such purposes. 

Mr. Passman. Thank you, Mr. Oshins. 


COMPARISON OF APPROPRIATIONS 1957, 1958, AND ESTIMATE, 1959 


Mr. Oshins, what is the amount of the request for fiscal 1959? 

Mr. Osuins. $15,140,000 all together. 

Mr. Passman. What amount did you request in fiseal 1958? 

Mr. Osuins. I believe our request was almost for the same amount. 
Our availability was $13,930,000. 

Mr. Passman. Your request is $1.5 million over and above the 
amount allowed for fiscal 1958? 

Mr. Osnins. That is right. 

Mr. Passman. What was the amount of the increase in 1958 over 
1957? 

Mr. Osxts. It was $1,300,000, sir. 

Mr. Passman. In 1958 the Congress appropriated $13,500,000. 
In fiscal 1957 what amount did the Congress make available? 

Mr. Osuins. $12,638,000. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Osuins. I was looking at pluses and minuses. 
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Mr. Rooney. Is this request not for $15 million rather than $15,- 
140,000? 

Mr. Osutns. Mr. McAllister is more familiar. 

Mr. McAuuister. At the top of the schedule which I believe you 
are looking at you will see $15,140,000. Of this amount $140,000 is 
financed from special assistance and $15 million is the amount to be 
financed from technical cooperation appropriation. 

Mr. Passman. It is in two items. 

For fiscal 1959 you are asking for an increase of $1.5 million over 
the amount allowed in fiscal 1958. In 1958 you received $2,114,000 
over the amount made available in 1957. Is that correct? 

Mr. Osurns. I believe so, sir. 

Mr. Passman. Let us establish the facts for the record. 

Mr. McAuutster. I believe the increase, 1958 over 1957, was $1.3 
million. The anticipated increase in 1959 over 1958 is $1.2 million. 

Mr. PassMan. You are requesting $15 million in this item for fiscal 
1959? 

Mr. Osuins. $15,140,000. 

Mr. Passman. Putting the two items together using your own 
justifications on page 41 of the brown book. 

Mr. Osuins. Right, sir. 

Mr. Passman. If you want to put the two together, all right. 
I shall deal with what you presented to me. 

Am I correct that in the brown book you show a request of $15 
million? 

Mr. McA.utster. From technical cooperation funds; yes, sir. 

Mr. Osutns. If you look at total interregional expenses, those are 
the figures to which our justification is tied. 

Mr. PassmMan. I want to deal now with the brown book, the tech- 
nical assistance portion of it. You are requesting $15 million from 
technical assistance? 

Mr. Osurns. Yes, sir. 

Mr. PassMan. Last year Congress appropriated $13,500,000. 

Mr. Osuins. Yes, sir. 

Mr. Passman. The fiscal 1959 request represents an increase of 
$1.5 million over the amount the Congress made available for fiscal 
1958? 

Mr. Osurns. Yes. 

Mr. Passman. In fiscal 1958, as we established, the Congress made 
available $13,500,000. In fiscal 1957 the Congress made available 
$11,386,000, did it not? 

Mr. Osuins. Yes, sir. 

Mr. PassmMan. This represented an increase of $2,114,000 for 1958 
over 1957? 

Mr. McAuutster. That is correct, Mr. Passman. 

Mr. Passman. Is this item practically 100 percent administrative 
cost? 

Mr. McAuutster. No, sir. 


TYPE OF SERVICES OR COSTS INVOLVED IN BUDGET FOR 1959 


Mr. PassmMan. What percentage is administrative and what use is 
made of the remaining portion? 
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Mr. McA.uister. None of the funds included herein is for admin- 
istrative expenses, Mr. Passman. These were expenses which are 
attributable to country programs but because the various items of cost 
are so small in relation to the programs that are being carried on, it 
would be extremely difficult to account for them on a project basis, 
country by country. 

Also included in this item are State support costs for each country, 
representing reimbursements for the cost of the embassies in furnishing 
administrative services to ICA. Another cost included is the bringing 
of participants into this country to receive training under country 
approved programs. It would be impractical and too costly, from an 
accounting standpoint to assess the various costs incurred for partici- 
pants back to each country project. 

Mr. PassMan. In fiscal 1958 you had $2,114,000 more than you 
had for fiscal 1957? 

Mr. McA.utsrer. Of technical cooperation funds; yes, sir. 

Mr. Passman. I am dealing with technical cooperation at this 
time. In fiscal 1959 you are requesting $1.5 million more than 
Congress allowed in fiscal 1958? 

Mr. McA.uustTer. Yes, sir. 

Mr. PassMAN. This means that this item, like the others, is 
continuing to increase each year? 

Mr. McAuuisrer. There is an increase in this item; yes, sir. 

Mr. PassMANn. Limited to this program, your request is increasing 
each year? 

Mr. McAuuisTer. Yes, sir; but actually the increases in this item 
are entirely contingent upon the number of technicians and partici- 
pants provided for under the broad technical assistance programs. 

Mr. PassMAN. But it is an increase. 

Mr. McAuuister. Yes, sir. 

Mr. Passman. As to the cost involved, quoting from page 41: 


The cost involved differs from ICA administrative costs in that the purpose 
of the expenditure is to provide services to cooperating countries. 


Are you not implying in that language that this is administrative 
cost? 

Mr. Osuins. No, sir. 

Mr. Murpuy. The costs differ from the administrative expenses. 

Mr. Passman. The costs involved differ from ICA administrative 
costs in that the purpose of the expenditures is to provide services to 
cooperating countries. What type of services? 

Mr. Osuins. There are three major types, in all of them the test 
being that the beneficiary of the service is a cooperating country, 
not the United States Government. The first major type is the 
supporting cost for handling the people from the other countries 
who come to the United States for training, things like their inter- 
preters, and so forth. 

The second major category is the supporting costs that are neces- 
sarily incurred to make an American technician available for the 
benefit of another country as part of the program. 

The third major category is the cost of things like technical books 
and pamphlets the country asked for that are themselves a form of 
technical cooperation but which are in such small units it would not 
pay to make separate projects. 
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This might clarify it. It is like in a business transaction when you 
provide a commodity to a customer. There are certain charges that 
are an essential part of supplying that commodity, the crating, pack- 
aging, and so on, express on the article he has purchased. These are 
always charged to the customer and as part of the cost of supplying 
that particular commodity. 

On top of that the firm has a certain overhead which it is not pos- 
sible to attribute to that particular transaction. These costs which we 
-all program support costs are this second category, the costs that are 
essentially part of the particular transaction but not part of the general 
overhead. The general overhead is the administrative costs. 

Mr. Passman. Mr. Oshins, it is stated in the budget book that the 
intergovernmental program expenses do not provide services to the 
United States Government and that they are not requested by the 
other countries involved. If nobody wants it, why have it? 

Mr. Osurns. I think, sir, the statement in the book is they are not 
directly requested by the countries but requested by implication, just 
as the man who would order something sent to him would not say in 
his order, ‘‘Send it in a package,’ but he would be assumed to have 
said he wanted a package around it—otherwise he could not get it. 

In the same way, a country that asks us to train a certain person 
in a certain way and the man does not know English, the country is 
presumed to have asked us to provide an interpreter even though we 
do not do the separate paperwork to ask for an interpreter. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Taser. If I were coming up here to justify this thing, I would 
want to bring out a statement showing the number and character of 
the people who were handled and where they went and where they 
came from and how they were handled. We have not had a single 
thing except hot air. 

Mr. Rooney. You have 2 pages for $15 million. 

Mr. Taser. $15 million; all right, but we have not had any justifi- 
cation for it at all so far. 


EXPENSES OF THE STATE DEPARTMENT 


Mr. Passman. Why do you need more administrative support from 
the State Department? 

Mr. Osurins. Mr. McAllister can answer that better than I. 

Mr. McA.uistnr. That is primarily due to several factors, one of 
which is the fact that Public Law 848 of the 84th Congress made 
provision to pay medical benefits to dependents of employees. The 
State Department intends to initiate this program in fiscal year 1959. 

Mr. Passman. The program has not yet been initiated? 

Mr. McAuuister. No, sir. That is my understanding. That is 
going to cost more money. 

Also, the State Department, during the current year, has initiated a 
motor vehicle replacement program in which a systematic approach 
is being taken for the replacing of motor vehicles all over the world, 
based on age and mileage. In view of the fact that ICA participates 
in the use of those vehicles, we should also participate in the cost. 

Thirdly, we have increased our employment overseas, particularly 
our technicians, in the last year and during this year. We have 
opened many new locations overseas. We are reimbursing State for 
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part-year costs this year for both of these items. Again the cost of 
furnishing the support by the embassy for payroll services, customs 
clearances, et cetera, is more. 


EFFECT OF INCREASE IN ICA PROGRAM 


Mr. PassmMan. How does the rising level of ICA programs affect this 
requirement? 

Mr. McAturstrer. The quantity of services is greater. You need 
more vehicles in the State Department to help carry on our business 
in the various locations around the world. You need more leases 
entered into, more space acquired, more office space, more housing 
space, more ' supplies, more everything that the embassies must be 
equipped to furnish to us. This requires more personnel, with related 
costs for which ICA must reimburse State. 

Mr. PassmMan. I hope you may agree with us that you have not 
made a very good case for the funds, but we shall deliberate on the 
matter after you have competed your presentation. 


TYPE OF PROJECTS CONTEMPLATED 


On page 7 a number of new approaches are presented to some of 
ICA’s problems which are currently under discussion. These include 
such items as work with United States industry, banking and other 
organizations to help increase private investment overseas, assistance 
in developing and adopting new products especially needed in less- 
developed countries, such as low-cost pumps. 

Mr. Osuins. Agricultural pumps for irrigation and other purposes. 


INCREASE OVER BUDGET FOR 1959 


Mr. PassMAn. The executive department worked out its require- 
ments for the technical cooperation fund for fiscal 1959. The total 
request is $142 million? 

Mr. Murpuy. That is the amount provided under “Bilateral 
technical cooperation.” 

Mr. Passman. That was the amount arrived at by the executive 
department after long deliberations? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. Could the gentleman state whether or not the 
Congress would be embarrassing the executive branch by increasing 
that amount? 

Mr. Murpuy. Yes, sir, I can state that. They are not embarrassing 
the executive branch. Both Houses of Congress indicated in their 
reports they were not satisfied with the attention we were giving the 
matter of language training of our employees, that they thought we 
should increase participant training, and they also thought we ‘should 
institute certain new improvements in our personnel handling. For 
that purpose they raised the authorization requested by the executive 
branch by $8 million, to $150 million. 

The executive branch, acting on that sign of dissatisfaction from the 
Congress, has prepared a program to meet these deficiencies as seen 
by the Congress which w ould utilize the $8 million, and we are prepared 


to talk to you about it at your convenience, Mr. Chairman. 
(Nore: The supplemental budget estimate for $8 million may be 
found on p. 1442.) 
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Mr. PassmMan. You do not foresee any embarrassment on the part 
of the executive department by having to revise the program in order 
to use an additional $8 million. 

Mr. Murpuy. No embarrassment whatsoever. We are happy to 
try—— 

Mr. PassMaAn. You are happy to try to spend it? 

Mr. Mourpny. I would put it differently. We are happy to try 
to rectify these deficiencies that the Congress has seen. 

Mr. Passman. Did you recognize a deficiency in this request when 
you came before the committee? 

Mr. Murpuy. We have been concerned increasingly with the prob- 
lem of the language barrier faced by our personnel. We know our 
personnel, to be effective, have to in many instances be able fo speak 
the language of the country to which they are accredited. 

Mr. Passman. Was money not included in the $142 million for 
that purpose? 

Mr. Murpnry. Nothing like a sufficient amount. 

Mr. PassMan. But you did include money for the very programs 
this is intended to carry out? 

Mr. Murpuy. We had some in but we were pointing to the day 
when we have some kind of career service in this field if we are going to 
get the kind of personnel we need and be able to hold them. We were 
thinking in terms of speeding up language training as that came along. 
The Congress apparently is impatient about this. 

Mr. Passman. Does the gentleman wish to indicate that you were 
rather bashful in requesting the amount of funds needed for this 
program when you came before the Congress? 

Mr. Murpnuy. I do not think bashful is the proper word. 

Mr. Passman. You use a word of your choice. 

Mr. Murpuy. I would say we were 

Mr. PassMAn. Modest? 

Mr. Murpuy. Conservative or modest. 

For these particular items. 

Mr. Taser. Is there anything that really is an effective contribution 
that has not been shown up? Frankly, I would not be very well 
satisfied if I had made that kind of presentation. 

Mr. Passman. I do not think I would, either. 

Did you state prior to today that the budget allowed all the money 
you requested? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. And this is something the Congress put in after the 
budget had given you everything you requested and you made your 
case down before the committees. 

Mr. Murpny. Yes, sir. In all fairness, however, I think I should 
point out while Congress was putting in that $8 million they were 
taking out a couple of hundred million at the same time or more. In 
the case of the House it was $339 million. In the case of the Senate 
it was $235 million. The $8 million item they added in left us with a 
considerable deficiency. 

' Mr. Passman. Would you care to state how much extra money was 
included because of the many conversations about the Congress having 
the habit of reducing these requests? 

Mr. Murpuy. I could say honestly for the record, to my personal 
knowledge not one single dollar was put in this budget for 
cut insurance. 
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Mr. PassMaANn. You are speaking now for the Comptroller? 

Mr. Murpuy. I think if it were in there I would know it and I do 
not know of any money in there to take care of that. 

Mr. Passman. It could be an excessive request. You have not 
had a chance to analyze completely the entire program, have you? 

Mr. Murpnuy. I have worked pretty hard on a good part of it and 
I know of nothing in there for that purpose. 

Mr. Passman. If the Congress should insist that you endeavor to 
spend this $8 million, do you know of any place along the way where 
there is $8 million in the pipeline? Egypt, I believe, has $13,676,000. 
Is there any place you would be able to absorb this if we should insist 
you find a way to spend it without an additional appropriation? 

Mr. Murpay. I would say if the executive branch knows as it 
does now that there is an unhappiness in the Congress about the 
amount of money devoted to the things they mentioned, language 
training, participant training, improvements in the personnel system, 
and we should have to get along with some lesser amount than the 
President finally asked for, we would keep high in our minds the 
desire of the Congress that we emphasize these other items; and if 
it : at all possible to find the money, we would do so. 

Egypt is a particularly difficult problem. We have been over that 
ground. The only way I know of to use that money is on the basis of a 
political determination not yet made. I really have not much hope 
with respect to that item. 

Mr. Passman. You do not have much hope of the partnership 
between Egypt and Syria being dissolved in the immediate future, do 

ou? 
? Mr. Mourpay. No, sir, I do not. 

Mr. Passman. Mr. Rooney? 


DISTRIBUTION OF EXPENSES 


Mr. Rooney. Do you have this $15 million item set up in such a 
way that it appears to which agencies and in what amounts you 
propose transfers? 

Mr. McAuuister. Mr. Rooney, not on all of the $15 million. 
However, on page 7 of this pamphlet handed out to you, under the 
interregional program support expense part as distinguished from 
projects we do show that we are going to pay $3,550,000 to the various 
agencies and the amounts which will be expended by each agency. 

Mr. Rooney. Has this been inserted in the record? 

Mr. McA.uister. Not to my knowledge. 

Mr. Rooney. Where does it appear, the amount you propose to 
transfer to State? 

Mr. McAuutster. That is not included in this. It is not a 
participating agency cost in the same sense of handling participants 
coming into this country. The amount for State support will be indi- 
cated on page 4 of this estimate, under other contractual services. 

Mr. Rooney. Are we looking at the same page 4? 

Mr. McAuutster. [ am afraid I am looking at the wrong page. 
On page 2, Services performed by other agencies, in the 1959 column, 
$7,671,200. 

Mr. Rooney. Are we looking at the same set of figures and the same 
set of pages? 
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Mr. Murpuy. It is the other set, page 2 

Mr. McAuuster. The amount for State support is $3,796,000 in 
this estimate. 

Mr. Rooney. Of this figure, $7,671,200, nice appears on page 2, 
how much of that is to be transferred to State? 

Mr. McA.uisTer. $3,796,000. 

Mr. Roonry. Where does that appear? 

Mr. McAuuister. That appears on page 1 where there is a tabula- 
tion showing amounts by major categories for which these funds will 
be expended. 

Mr. Rooney. That is a substantial jump over the amount in the 
year which concluded last June 30, is it not, from $2.9 million to $3.7 
million? 

Mr. McAuuister. Yes, sir. The primary increase, 1958 over 1957, 
is attributable to the payment of the costs for the contribution to the 
retirement find which came into being this year. 


PUBLICATIONS, FILMS, AND TRAINING MATERIALS 


Mr. Rooney. Please turn to page 4 of the 10-page document 
entitled “Interregional Projects” and tell us about this motion- 
icture business, publications, films, and training materials. You 
1ave three separate items there totaling how much? 

Mr. Osnins. The total I believe, sir, would come to about $30,500. 

Mr. Rooney. Does not USIA, in its motion-picture area, do th 
same sort of business as this? 

Mr. Osurns. No, sir, they are quite different functions and pur- 
noses. These training materials are quite technical films. These 
sna to be in what we call the public services area, which covers 
education, health, police work, and so on. Going back to Dr. Camp- 
bell, who just testified, if he found in his program that it was desir- 
able to have a technical film to train the local personnel who are 
going to work on this malaria program, the cost of supplying such a 
film would come out of this particular fund. 

This is a mixed bag of supporting costs of all kinds which I think 
may be the reason it is difficult to get a clear picture of it. 

Mr. Rooney. Would vou be so kind as to give us the difference 
between these three items? 

Mr. Osurns. | would have to go into our more detailed supporting 
statements. 

Mr. Rooney. Go into anything, but please advise us if there is 
any difference. 

Mr. Osuins. The first item of $3,500 has to do with materials and 
films used in training people who are in the United States or elsewhere 
for training. 

The second is the so-called technical aids and training materials 
used by the people who are training foreign police forces overseas 
These are the public safety participants, public-safe ty trainees. 

The third group are training materials for use in the field. These 
breakdowns here, sir, | am sure they must be confusing, but they a1 
simply an accumulation of odd amounts that are classified by the 
particular office that makes use of the services so that when you 
summarize them they come up in odd amounts like this. 

Mr. Roonry. How did you arrive at an odd figure like $23,000? 
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Mr. Osurns. The particular office using the service submits the 
request to us, sir. e have an elaborate supporting schedule which 
they must supply and justify to us in the controlling office and to our 
budget people and cingieii exactly what they have in mind to do with 
this money and why it should be 23 and not 20 or 17. 

Mr. Roongy. Would you let us have an insight into that? 

Mr. Osurns. If we want to take the time, I will be glad to look up 
that particular item and read you the detail on it. 

Mr. Rooney. That is exactly what I want. 


Mr. Osuins. The one I happen to come up with here, sir, is the one 
that I believe is the $3,000 item. 


Mr. Rooney. I am interested in the $23,000 item. 

Mr. Osurns. I will find it, sir. Would it be helpful if we found this 
and came back to the question? 

Mr. Rooney. Very well. 

(The information follows:) 


INTER REGIONAL PrRosect: PuBLIC ADMINISTRATION PUBLICATIONS 


This continuing project makes available some tools essential to convey to 
foreign nationals the processes, techniques, methods, and procedures for manage- 
ment improvement in the host governments. Approximately $23,000 will be 
needed for the purchase of books, subscriptions, pamphlets, professional publica- 
tions, and other reference materials. Although library facilities here and over- 
seas are used extensively, the bulk of the need for such technical materials must 
be met by reproduction, by preparation of new materials, or by special purchase. 

International Institute of Administrative Sciences.—\ncluded is $9,000 to renew 
1,125 annual subscriptions in 3 languages for USOM’s in 52 countries and LCA/W 
to receive the quarterly journal International Review of Administrative Sciences. 
This is a continuation of the same amount provided in fiscal year 1957 and fiscal 
year 1958. 

Home country predeparture preparation.—As part of PAD’s program for home 
country technical preparation for participants prior to leaving for public admin- 
istration training in United States, PAD has selected two public administration 
books which it would purchase for stockpiling in USOM’s in those countries from 
which participants are selected. Approximately $4,200 will be used for the pur- 
chase of the 2 books to be given to participants preferably 2 months before de- 
partiure for the United States. 

Films, filmstrips, and slides—Funds in the amount of $1,000 will be used for 
the purchase and rental of films, filmstrips, and slides for use both in PAD/W and 
overseas. 

Development of materials for workshops.—Approximately $3,500 will be used 
for the development of materials for workshops. This involves the development 
of kits for participants in each of the seven workshop functional areas as well as 
kits for use by field technicians. This coming year plans have been made to con- 
vert selected materials from each of the workshops into visual aids for more effective 
training presentation. Such visuals would be practical training aids.of world- 
wide applicability for use by technicians both in Washington and overseas to 
supplement or substitute for observation of United States practices. 

Publications.— Funds in the amount of $5,300 are included for the purchase of 
technical documents, such as those from United States Federal, State, or local 
sources or United States professional organizations, or United Nations or pro- 
fessional or governmental publications from other parts of the world. These are 
a major source of material in the field of comparative administration. Publica- 
tions are for use by participants training in workshops as well as in preparation 
for observation and other phases of their training programs. 


LABOR MANAGEMENT RELATIONS 


Mr. Denton. Page 1, the last item, “Orientation of ICA labor 
participants at St. John’s College.” On page 3 there is technical 
manuals on Government service and on page 4 there is reports on 
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labor-management relations in selected United States industries and 
workers’ education material and service. .Then on page 6 you have 
summaries of labor conditions in selected cooperating countries and 


technical manuals on labor-Government service and workers’ educa-. 


tion material services. What are those for? 

Mr. Osuins. Going back to the basis of it, sir, as you know, 1 of 
the 7 major fields in which ICA provides training and technical 
assistance to cooperating countries at their request is in the general 
field of labor relations and development of their labor groups, voca- 
tional education, et cetera. 

Mr. Denton. Are these to train foreign labor leaders? 

Mr. Osuins. That is one part of it. There is rather more work with 
the labor ministries of the countries to help them develop employment 
services, and so forth, but there is one point of the program that is 
involved under a special section of the Mutual Security Act with the 
development of free trade unions. 

Mr. Denton. Why I am interested in this is I have had a bill in 
for a number of years to provide that colleges set up a course to train 
labor leaders. 1 never could get anybody interested in it or even get a 
hearing on it. I am glad foreign labor leaders get that training if we 
cannot give it to our own. 

Mr. Osutns. We do provide such training to somé foreign labor 
leaders. 

Mr. Denton. I wish we could do something to make that same 
training available for our own labor leaders. That is all. 


RESEARCH ON USE OF EARTH FOR HOMES 


Mr. Gary. What is the item on page 7, “Research on earth for 
homes?”’ 

Mr. Osuins. This is an interesting one. One of the most promising 
things in the whole technical cooperation program that I happen to 
es aware of is what we call our self-help housing program where 

ome who are living in these abysmal housing conditions around the 
world are enabled with a little technical assistance to build new homes 
for themselves with their own labor and with local materials. 

I believe this is a project involving a certain amount of research 
under a contract with the universities. It is the preparation of a 


technical manual based on research of how to use rammed earth as 


a building material. This is the most easily available and cheapest 
building material anywhere in the world, the earth if you can find it 
and know how to use it. You can build houses as I understand it 
out of compressed earth if you know the technique. This is to prepare 
@ manual on how to make bricks out of mud, in effect. 

Mr. Gary. Are these people far enough advanced to use a manual 
of that kind if it is prepared? 


Mr. Osuins. Of course ICA in general in this technical co- 


operation business is not in the retail business. We usually either 
teach the teachers or teach the teachers of the teachers. The cod 
at that level are able, we feel, to use such a manual effectively and 


they in turn will translate it into local languages and perhaps prepare 
simpler versions of it for distribution within the various countries. 
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TRAINING PROGRAMS UNDER ATOMS FOR PEACE PROGRAM 


Mr. Gary. I notice on page 8 in 1957 you had a program on atomic 
energy for $200,000 providing technical and advisory services to ICA 
in the development and planning of ICA’s regional and country pro- 
ute for training and demonstration in the use of nuclear energy. 

yhat was that? 

Mr. Osurns. You recall, sir, the President’s atoms for peace pro- 

am which he spoke about to the United Nations, I believe in 1956. 

CA was asked to take responsibility within the Government for 
developing and financing training programs and demonstration pro- 
grams in the various cooperating countries under the atoms for peace 
program. In the first year we signed a contract with this center at 
the University of Michigan to work out methods and training activities 
suitable for this purpose. This is the contract. This is a part of the 
President’s atoms for peace program. 

Mr. Gary. What uses of nuclear energy have developed to the 
point that would make a training program of that kind necessary on 
a worldwide basis? 

Mr. Osurns. Our concern, sir, is with the medical and agricultural 
uses primarily and the basic technology of reactors. ‘There are, I am 

told, many potential benefits to the less developed countries that can 
come not from mass provision of nuclear power but things like use of 
isotopes and use of radiation as a food preservation method in coun- 
tries where they do not have refrigeration and a number of other 
things that make this atoms for peace program of the President a 
very appealing one. 

Mr. Gary. We have a special program for atoms for peace. Why 
should this not be handled under the atoms for peace program? 

Mr. Osurns. That is the reason it appears only in fiscal 1957 and 
does not appear in 1958 or 1959, that in the first year we did not 
have a separate item for atoms for peace so we charged it to this sort 
of miscellaneous account. 

Mr. Gary. Now it has been put into the atoms for peace program? 

Mr. Osurns. I believe so, sir. 


LACK OF INFORMATION JUSTIFYING FUNDS 


Mr. Taser. There is not any place so far as I can see except on 
page 43 of the justifications where there is any attempt at an overall 
picture of what you are going to do with the money. There it is very 
| difficult to get enough out of it to get any picture of what you are 
going to do. Frankly, I cannot see putting up money for any outfit 

that comes up here on that basis. 

The technical services, according to this picture on page 43, run 
$6,876,000. The participants’ services run $7,235,700. Special 
projects run $1,027,900. But there is no breakdown there that 
amounts to anything. There is a picture here indicating that there 
is something like $3,550,000 in administrative expenses out of the $15 
| a in other Departments than the State Department and the 
YA. 


I just do not see where you have made any case at all. I might as 
well tell you the truth. 
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Mr. Osutns. May I explain, sir, that this is not in itself a project 
or program. This is somewhat like a miscellaneous account of a lot of 
odds and ends that are put together here for bookkeeping purposes. 

Mr. Taser. Why do you not give us a picture of what they are, 
some statement that jibes with the amount of the estimate, and let us 
have a chance to see what itis. I cannot tell what it is all about from 
what you have been telling us. 

Mr. Osutns. I shall be glad to go into as much detail as the com- 
mittee wants. 

Mr. Taser. You would not need so much detail if the total jibed 
with the estimate. 

Mr. Osuins. We have specific details on hundreds of individual 
items that come in this total. 

Mr. Taser. I have gotten those things and I have gone over them 
but there is not any place where you show a complete breakdown of 
the things that jibe with your estimates. 

Mr. Osurns. If you go back to page 41 in the book. 

Mr. Taser. Page 41? 

Mr. Osuins. Yes. That is the first of the three pages in the book 
about this. In the table on the right you will see that we break this 
$15,140,000 into two main categories for interna] administrative 
purposes: project expenses $3,240,000, and program support expenses 
$11,900,000. 

The one dated February 28——— 

Mr. Tazser. Which one is that? What page is that? 

Mr. Osuins. The 10 pages of this are the specific details on this 
$3,240,000. 

Mr. Taser. There is no table that shows the items that come out 
to anything like the total involved. That is what bothers me. 

Mr. Osuins. This is the sum, sir. 

Mr. Murpuy. The items on those 10 pages add up to the $3,240,000. 

Mr. Taser. That is for what? 

Mr. Murpuy. The interregional project expenses. 

Mr. Taser. You mean administrative expense? 

Mr. Osuins. No. These are costs associated with handling trainees 
and technicians from the other countries, largely. 

Mr. Taser. Where is it added up? 

Mr. Osurns. On page 10, sir. 

Mr. Gary. Off the record. 

(Discussion off the record.) 

Mr. Passman. Will the gentleman yield? 

Mr. Taser. Certainly. 


DISTRIBUTION OF COST OF TRAINING FOREIGN PERSONNEL IN THE 
UNITED STATES 


Mr. Passman. Are these people who come from India and other 
countries on the ICA payroll while they are here? 

Mr. Osutns. No; their salaries are paid normally by their employers 
in the other country. 

Mr. Passman. What about expenses? 

Mr. Osutns. The expenses are shared by the other country and the 
United States. 

Mr. Passman. What portion of the expenses do we pay? 
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Mr. Osuins. That varies with the ability of the country to pay, but 
the basic arrangement is that the country will be responsible for the 
continuation of the man’s salary while he is here. 


Mr. Passman. What percentage of the cost is paid by the trainee’s 
country, and what part do we pay? 


Mr. Osuins. We will have to supply that for the record, but I 
would say as a guess about 50-50. 


Mr. PassmMan. We shall not pass on that on a guess. Please pro- 
vide the data for the record. 
(The information follows:) 


The following table reflects United States and host country contributions in 
connection with participants who arrived in the United States for training during 
the first 11 months of fiscal year 1958 (July 1, 1957, to May 31, 1958). The 
United States figures represent obligations from country program funds to cover 
the cost of the participant training. The country contribution involves all direct, 
identifiable costs, such items as domestic and international travel, participant 
salaries (if such are continued during the participant’s absence on the training 
program), hire of substitutes for participants on leave, costs of publishing training 
reports, if any, ete. This does not include local currency counterpart from the sale 
of ICA-financed commodity imports. 

Ratio of contributions vary from country to country depending upon the 
financial situation of the countries. As would be expected, Far East and African 
countries are not able to contribute as much as the European countries. 


United States and host country contributions for participant training,' by area 




















| Host country contribu- 
q as 4 | tion 
Area Number of |United States) oo 
participants | contribution 
| | Dollar equiv-| Percent 
| } alent 
PE NT. 1 05h aginibiliin saeidibeisacecies econ aatnel 1, 326 $3, 925, 189 $1, 097, 536 22 
Europe_......-- pnbdienaaue saauaaumnedoitameenl 963 1, 660, 268 824, 470 33 
Far East-.--...--- ite wip Phang th a_i eae ate : 1, 785 7, O19, 923 1, 845, 135 21 
(pS atin Re aa ep Se 735 3, 144, 829 1, 534, 744 33 
SG ninpiciscises cnn capi ttiagaltcsa designate cicadas etbtiimuastvaaiags 4 191 448, 824 79, 070 15 
aie Sl I a8 oe Oe he i 5, 000 16, 199, 033 5, 380, 955 25 








1 Based on arrivals in the Ist 11 months of fiscal year 1958. 


Mr. Passman. Thank you, Mr. Taber. 

Mr. Taser. These 10 pages show a breakdown under e lot of 
things. What did you do with the money you had last year? 

Mr. Osurns. I think that is again indicated in the same 10-page 
breakdown in the fiscal year 1958 column. 

Mr. Taser. Some places you spend a lot of money, some of the 
items are big, and some are small. Most of them look pretty liberal 
for what they may produce. 

Mr. Passman. Will the gentleman yield? 

Mr. Taser. Certainly. 

Mr. PassMan. You state that the country that sends the trainee 
pays a portion of his expenses. Is this paid out of local currency 
generated in that country by original American grants or loans? 

Mr. Osurns. I think that would be a very rare case, sir. 

Mr. Passman. Mr. Murphy, you should be able to answer that 
question. 

Mr. Murpuy. I would say generally it is not. 

Mr. PassMAN. But in some cases it may be true? 
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Mr. Murpuy. Maybe some of it comes from counterpart owned by 
the other countries. 

Mr. Passman. So that it is coming either directly or indirectly 
from American money, local currency generated by original American 
grants or loans? 

Mr. Murpuy. That would be relatively rare. 

Mr. PassMan. Please provide the information for the record. 

(The information follows:) 

Records available in Washington do not reveal to what extent participating 
country local currency expenses are financed from local currency generated in 


that country by original United States grants or loans or to what extent such 
expenses are financed from other asset accounts of the country. 


TYPE OF EXPENSES INVOLVED IN BUDGET FOR 1959 


Mr. Taser. Where do these people come from now? 

Mr. Osuins. The people coming for training are included in the 
regular country-by-country presentations that ‘have been before the 
committee for sometime. ‘They come from all of the countries in 
which we have programs. 

Mr. Taser. You do not show that in the papers that have been 
submitted to us. 

Mr. Murpuy. Maybe I can help you, Mr. Taber. 

Mr. Taser. This is the first time I have ever ran up against this 
kind of a thing. 

Mr. Murpnuy. As we have gone through the various books, the 
European book and the Near East book, “under each country tab it 
sbows how many participants we expect to train in 1959. 

Mr. Taser. How do you train them? The only thing I under- 
stand about these tables you have handed us is a block of adminis- 
trative expenses which look about 25 percent of the total at least, 
maybe more. 

Mr. Murpuy. The basic cost of bringing the man into the United 
States and paying whatever expenses are involved- tuition, per diem, 
whatever they are—are charged in the particular country program. 
But the man who stays in the country and does interpreting, arranges 
their itineraries and so on, today he 1s working on a partic ipant from 
Israel, tomorrow he is working on a participant : from Japan, and so on. 
So instead of dividing that interpreter’s expenses among those 
countries, we have this interregional expense, and we will have six 
interpreters that know Indian or Arabic or whatever language is 
involved and they handle the participants that speak those languages 
from whatever country they come from. Then in addition we are 
constantly providing services like soil sampling. If we had enough 
work for a soil sampler in a specific country we would send him to 
that country, but usually one individual can do it for a dozen 
countries. 

Mr. Taser. Tell me this, this participant services, is that services 
of the people that are coming here from the outside or is it instructors 
or what is it? 

Mr. Mourpuy. It is the interpreters and project managers who ar- 
range the itineraries, see that their housing is taken care of, and so on. 

Mr. Taner. Then the services of technician is another item. Are 
those the fellows that are supposed to teach these people? 
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Mr. Murpuy. No. These are the people who are basically in the 
other agencies where it is less expensive to keep them than to send 
them to a country where there is no need for their full time in a par- 
ticular country. They may cover many countries. 

Mr. Taser. Then practically the whole of this $15 million is ad- 
ministrative expenses? 

Mr. Murpny. This term “administrative expenses” is confus- 
ing 

Mr. Taser. It all is. 

Mr. Murpuy. But it is actually implementing the country pro- 
grams. 

Mr. Taser. Where do we get the money that pays for the board 
and keep of those folk that come over here? 

Mr. Murpuy. From the technical cooperation appropriation. 

Mr. Taser. From the technical cooperation appropriation? 

Mr. Murpay. Yes, sir. 

Mr. Taser. You mean out of that overall—— 

Mr. Murpuy. $142 million. 

Mr. Taper. And this is a separate item, a part of that? 

Mr. Osuins. This is a part of the $142 million, sir. 

Mr. Taser. This is entirely for the administrative expenses of 
those who under that $142 million come into this country and are 
educated or trained or something of that kind by these people set out 
here? Is that it? 

Mr. Murpny. Yes, sir, except 

Mr. Taper. I have been trying to get some kind of a picture of it 
and I have not been able to. 

Mr. Murpuy. The problem is with your term “administrative 
expenses.”” We do have a separate appropriation for administrative 
expenses. 

Mr. Taser. Yes, but there is a whole lot scattered in other places. 
There are $3.5 million scattered around in the different departmental 
agencies outside of the State Department and the ICA. 

Mr. Murpuy. But that is not our administrative expense account. 

Mr. Taser. It is administrative expenses under technical coopera- 
tion, evidently. 

All right, I guess that is all I have got. 

Mr. PassmMan. I am still confused on this item, as well as on others. 
You people are accountants. Certainly these matters are not pur- 
posely confused? 

Mr. Murpny. No, sir. 

Mr. Passman. I asked the question because I study them late into 
the night. I kept books for years and consider myself an accountant, 
yet I will be white headed trying to understand some of these items. 

Mr. Osurns. May I say something? 

Mr. PassMaAn. We shall be pleased to hear any explanation you may 
have. 

Mr. Osuins. I think this particular item is particularly difficult to 
make clear because, going back to your experience in accounting in 
business, you have certain clear-cut items such as rent, salaries, and so 
forth, then you come to a miscellaneous office expenses account that 
has all sorts of odds and ends in it. This is the equivalent of that 
account. You cannot make a clear picture of what it is because it 
is a collection of odds and ends. 
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Mr. PassMan. If my statement appears harsh it is not so intended 
and is only because I am trying to understand this matter. If you 


were paying experts to complicate it, I do not think they could have 
any more success in doing so. 


Mr. Wigglesworth. 

Mr. Wiccteswortu. As I understand, we are considering a request 
for $15,140,000 compared to $13.9 million the previous year and 
$12.6 million in fiscal year 1957. We have had this item continually 
and the total increase requested is about $1.2 million. 

You break that $15.1 million request down in 2 parts, $3.2 million 


for interregional project expense and $11.9 million for interregional 
program support expense. 


Mr. Murpuy. That is correct. 
Mr. Wiccieswortu. The 10-page document you have given us is 


supposed to be an itemized statement of the $3,240,000 requested for 
interregional project expenses. 


Mr. Osmns. Yes, sir. 


INSTITUTE FOR TRAINING 


Mr. WigcieswortH. What is the $50,000 item on page 2, ‘Institute 
for training’? Is that a new institute? 

Mr. Osutns. Yes, sir. We have just become active particularly 
in the field of training police and internal security forces in other 
countries. 

Mr. Wiaeieswortn. I thought we had been doing that for some- 
time. 

Mr. Osuins. It was particularly intensified as a result of Ambassa- 
dor Richards’ visit a couple years ago, increasing numbers of police 
officers, and some have been coming to the United States for training 
from all around the world, and this is to start an improved training 
program for them in connection with an American university or other 
institution. 

Mr. WicGLeswortsH. In America? 

Mr. Osuins. Yes. The first several pages of this are all expendi- 
tures in support of these foreign participants who come to the United 
States for training. 


ECONOMIC DEVELOPMENT TRAINING 


Mr. WiccLeswortH. You have an item of $45,000 for economic 
development training at Vanderbilt University. 

Mr. Osuins. That is not a new item. It is one we funded for 3 
years in 1956 and it has proved successful and we are extending the 
contract in 1959. 


FORWARDING SERVICES FOR PARTICIPANTS 


Mr. WiccieswortuH. Forwarding services for participants, on page 
3, increases from $25,000 to $116,000. What is the reason for that? 

Mr. Osutns. That is an accident of timing. We had funded the 
contract through most of 1958 from 1957 funds. Actually this is an 
almost standard unit cost for each participant of a few dollars for 
sending back the books and pamphlets and so forth. 
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DEVELOPMENT OF HIGH LEVEL MANAGEMENT (MONOGRAPH) 


Mr. WicaieswortH. On page 4, at the bottom of the page, you 
have an item of $20,000 for “Development of High Level Manage- 
ment (monograph).” What is that? 

Mr. Osurns. One of the major developments in our knowledge of 


the whole process of economic development has been an increasing 


awareness that it is not so much a shortness of funds in some countries 
as a shortness of top-level manpower to use the funds available to 
them, and there is increased interest in training top people in these 
countries. This is a project to pull some of this material together 
into a standard manual of latest methods of doing this for the benefit 
of the other countries. 


PROGRAM PUBLICATIONS 


Mr. Wiacieswortu. “Program publications,” page 6, $20,000. 
What is that? That is going up each year. 

Mr. Osnins. This was one of the areas in which we had to absorb a 
cut in fiscal 1958 and there is an increasing demand for these publica- 
tions. These are technical publications on industrial activity, and 
the increase in 1959 is to meet this increased demand from the in- 
creasing number of countries in which we are operating. 


SEMINAR ON COMMUNITY DEVELOPMENT TRAINING METHODS 


Mr. WiaGLeswortH. On page 7 you have an item of $15,000 for 
“Seminar on community development training methods.” Is that 
a new item? 

Mr. Osuins. No, sir. I am sorry, the seminar is a new item. 
This community development work in the less developed areas 
started with a commission in China some years ago and it is playing 
an increasingly important role. ' 

Mr. WiaecLeswortn. Have we not been doing that for some years? 

Mr. Osutns. We have been doing community development work 
for 6 or 7 years, principally in India. We have asked one of the leading 
universities to pull together what is known about this work so that we 
can do a better job with it in the future and so that the countries can 
do a better job with their own funds. 

Mr. Wiaa.teswortH. There are a number of small items here. 
Some of them raise a question in my mind as to their value. 


BVALUATION OF PUBLIC ADMINISTRATION POLICY AND PROGRAM 


“Evaluation of public administration policy and program, $25,000,” 
at the bottom of page 8. What is that? 

Mr. Osuins. That is another example of a case where what we have 
been doing under this technical cooperation program in the past few 
years are things that have never been done before, trying to accelerate 
the improvement of administration of governments, and so forth, and 
we are trying to have objective people take a look at the way we are 
doing it and give us and the countries guidance as to how to do it 
better. We think this $25,000 may save much more than that in the 
actual expenditures in the program. 
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INTERREGIONAL PROGRAM SUPPORT EXPENSES 


Mr. Wiccuesworts. Looking at the other document you have 
given us, which is apparently a breakdown of the $11.9 million inter- 
regional program support expenses, the first page indicates that is in 
four parts: 

“ICA departmental direct, $3,625,000,” an amount of $70,000. 
Overseas personnel program seems to be going up from practically 
nothing in 1957 to $929,000 in 1959. 

“Participating agencies, $3,550,000,” an increase of about $300,000 
in a 3-year period. 

And “State support (domestic and overseas) $3.7 million”? compared 
to $3.1 million in the previous year and $2.9 million in 1957. 


OFFICE OF INDUSTRIAL RESOURCES 


As far as ICA departmental direct is concerned, the principal 
increase is in the Office of Industrial Resources? 

Mr. McAuuistER. Yes, sir. 

Mr. WiccieswortH. Where there is an increase from $1 million 
to $1.2 million. What is the explanation of that? 

Mr. McAuutster. As the result of a survey made during the current 
year it was determined that under administrative expenses there are 
five positions funded for the Office of Industrial Resources that are 
properly chargeable against program funds. It is proposed that these 
positions be charged to this item in fiscal year 1959. 

In the Office of Industrial Resources, however, 11 of the increase in 
positions are reimbursable positions in fiscal 1959. It is anticipated 
we will be doing reimbursable work in 1959 that will require the 
services of 11 people in that Office. 

Mr. WiacLeswortH. You are going to increase your ICA depart- 
mental staff from 366 to 381? 

Mr. McA.utsterR. 366 to 370. We have 11 reimbursable positions 
in the 381, which will cut it down to 370. 


OVERSEAS PERSONNEL PROGRAM 


Mr. WiacieswortH. How about the overseas personnel program 
on page 5? What is the personnel picture there? 

Mr. McAuuistrer. This, sir, is the program which we had con- 
templated expanding in 1959. 

Mr. Wiae.eswortH. From what to what? 

Mr. McAtuisrer.. From 141 positions in 1958 up to 155 positions 
in 1959. 

Mr. Wiacieswortu. This is all personnel of the general character 
you have described? It does not apply to the individual projects? 

Mr. McAtuister. No, sir. These are overseas employees assigned 
to specific projects. However, under the phrase ‘full complement” 
we have well qualified people returning from overseas assignments 
and they are retained in this pool until assigned to a new overseas 
post. 

Also, we have junior overseas interns being trained for placement in 
overseas posts. 

The 80 positions shown in the inservice training complement, 
provides refresher training for people who have served overseas for 
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some years and after returning to the United States receive refresher 
training before being reassigned overseas. 


PARTICIPATING AGENCIES 


Mr. WicecLeswortu. The request for participating agencies is about 
the same as in the current fiscal year. 


STATE DEPARTMENT SUPPORT 


Where is the breakdown on the State support? 

Mr. McA.uister. The breakdown we have on “State support”’ is 
on page 8, which indicates in the last column the total cost for “‘State 
support” in 1959 of $6,152,000. 

Mr. Wiac.esworrtn. That does not jibe with the figure on page 1. 

Mr. McAuutster. The figure I cited is the total cost. Using 
appropriated dollars the program cost would be $2,569,000. 

Mr. WicGLeswortn. On page 1 it seems to be $3,796,000. How 
do you reconcile that? What is the correct figure for “State support’’? 

Mr. McAuuister. The correct figure is $3, 796,000 from technical 
cooperation funds. 

Mr. Wice.ieswortna. In this request we have here it is $3,796,000? 

Mr. McAuutster. That is correct. 

Mr. Wicc.teswortx. How many personnel are included in this 
State Department Support figure for each year? 

Mr. McAuuistrer. We do not have that information available. 

Mr. WicGLeswortx. How do you know you need $3,796,000 for 
next year? 

Mr. McAuutster. The State Department has furnished a break- 
down of their requirements, but it is not tabulated in that fashion. 

Mr. WiaccieswortH. What is the number? 

Mr. McAuuister. The total personnel that the State Department 
intends to use for this purpose in Washington is 113 positions, and 
overseas I do not have that estimate as yet. The State Department 
is just now receiving their estimates from their various overseas posts. 

Mr. WiccLeswortn. It seems to me this committee ought to know 
how many personnel you are using this year, how many you contem- 
plate using next year, and why the increase. 

Mr. McAuuster. I think you are absolutely right, Mr. Wiggles- 
worth, and we will try to get it from the State Department and 
furnish it for the record. 

Mr. Wice._eswortn. In general terms what is this State Depart- 
ment support? What do they do for you? 

Mr. McA.uster. Generally the State Department in Washington 
handles all our cable traffic going overseas, our communications. 
They also, in their various regional offices, have people who are 
handling program matters. 

State also provide interpreter services for us. They do translating 
for us. They do a considerable amount of language training for us 
in the Foreign Service Institute. In the Office aie work they 
handle our medical needs and things of that nature. 

Mr. Wicaiesworts. Are there administrative State Department 
expenditures over and above this in connection with this program? 

Mr. Murpny. Yes, sir. 
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Mr. Wiaeiesworts. The type of thing we have been discussing 
does not fit into any individual program? 

Mr. Murpuy. These are all related to the technicians that go 
overseas, the medical services, for example, language training, that 
type of thing. 

UNOBLIGATED BALANCES 


Mr. WiaaieswortH. What unobligated balance, if any, do you 
anticipate as of June 30, 1958, and as of June 30, 1959, on the basis 
of this request? 

Mr. McAuutster. We do not anticipate any unobligated balances 
as regards the $15,140,000. 

Mr. Wiaatesworts. How about the $13,930,000 in the current 
year? 

Mr. McAtutster. We do not anticipate any. 

Mr. Murpnuy. Do you estimate the obligations will be $13,930,000 
this year? 

Mr. McAuutster. Under this part of the program, yes. 

Mr..Murpny. Of the $10,829,000 for interregional programs for 
1958, the obligations at the end of April were $8,826,313 or 82% 
per cent. So the obligation rate is running just about current with the 
expiration of the calendar year. 

Mr. McAllister just handed me figures which show at the end of 
May they passed the 90 percent mark. 

Mr. Forp. Are these funds transferrable? 

Mr. Murpuy. They are a part of one appropriation and can be 
transferred. 

NUMBER OF PARTICIPANTS 


Mr. Forp. On page 42 of the justification book it indicates that 
there will be 7,000 participants in the United States, 5,000 arrivals 
and more than 2,700 carryovers from the prior year. Those are people 
that come from all over the world from the countries where we have 
technical assistance programs, and we send them to various regions 
in the United States? 

Mr. Osurns. Yes. 

Mr. Forp. How does that compare with fiscal 1957 and any other 
recent fiscal year? 

Mr. Osuins. The total arrivals, sir, actually our current estimate 
on fiscal 1959 is that there will be 5,700 arrivals and 2,800 carryovers. 
So the figure now is a little higher for 1959, a total of 8,500, and the 
comparable figure for 1958 is about 8,100. In fiscal 1957 it was 
7,800. So there is a continual growth in the number of participants 
we are handling. Actually the support costs are about constant on 
& per participant basis. 

Mr. Forp. Could we have in the record in chart form, based on 
fiscal years for the last 4 years including your projected program for 
fiscal 1959, a breakdown showing total” participants, arrivals and 
carryovers? Do you have that? 

Mr. Osurns. I have one here, sir. There have been some recent 
adjustments in the estimates. 

Mr. Forp. Why do you not correct it and submit it for the record. 

Mr. Osurns. This divides them also by subject matter fields. 

(The information follows:) 


| 
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THIRD COUNTRY TRAINING 


Mr. Forp. I think that will be good for the record. Does that 
include also the so-called participants in third country training 
locations? 

Mr. Osutns. We can supply that. 

Mr. Forp. How are the costs paid for in the third country training 
te eg Is that paid for by dollars or by foreign currency avail- 
ability? 

Mr. Osurns. Of course we use third country currency to the max- 
imum extent we can. There are some costs that must be paid in 
dollars. We are finding these third country trainees are arriving in 
the Philippines to such an extent we will have to add a man to our 
mission to handle them. That man’s salary will be a dollar cost that 
will come out of this fund. But most of the costs are handled with 
local currencies. 

Mr. Forp. What are some of the larger areas where you send these 
people to third country training locations? 

Mr. Osuins. The four largest areas are—I think the largest single 
one is in Puerto Rico, which is not technically a third country but it is 
outside the continental United States. The second largest is probably 
the American University in Beirut, where we have a large contract for 
handling trainees. The third is probably Japan and the fourth the 
Philippines. 

Mr. Forp. Of course in Puerto Rico there would not be any foreign 
currency availability? 

Mr. Osuins. That is right. 


™ 
=» USE OF LOCAL CURRENCY, 


Mr. Forp. Could you show for the record how much in foreign 
currency in those three countries are used to support this aspect of 
the program? 

Mr. Osuins. We will be glad to get that. 

Mr. Forp. Do you have any idea offhand what percentage of the 
program is so financed? 

Mr. Osuins. Actually, sir, what we try to do is to get the govern- 
ment itself to pick up as much of the cost as possible. 

For instance, in Japan a very large proportion of total cost in hand- 
ling these participants is handled directly by the Japanese Govern- 
ment and private firms in Japan. It does not enter our program at 
all. We come in and meet some of the dollar costs and some of the 
local currency costs. I am sure we can get the figures on that part of 
the local currency cost that we handle but this will be a relatively 
small proportion of the total of the currency involved because most of 
it is done by the government with their own funds. 

(The information follows:) 


There are no United States-owned local currency accounts in Lebanon which 
can be used to support third coyntry training at the American University of 
Beirut. However, in both the Philippines and Japan United States-owned local 
currencies are used to pay the per diem, local travel and other training costs 
of ICA participants being trained in those countries. In addition most of the 
costs incurred by our Tokyo and Manila missions in arranging the training for 
the participants is paid for in United States-owned local currency. 

The following table contains the estimated amounts of United States-owned 
foreign currencies spent during fiscal year 1958 for third country training in the 
Philippines and Japan. 











Estimated amounts of United States-owned local currencies used for 3d country 
training in the Philippines and Japan during fiscal year 1958 











Amount | Japan Amount Wasted 
Number of participants per year !___- ; ee 250 | 200 
Average number of months ? : : bowled 3 | 3 
Nonresident per diem . pills $9 | a $9 
Annual maintenance cost !_ ; $202, 500 |_.-- |} $162,000 |._- 
Leeal travel/participant '___- ; ; ei 7 $100 |...-- $100 
Annual local travel 25, 000 |....--- 20, 000 |. . . 
Average book allowance !__. | ; | $20 $20 
Total book allowance. - - ‘ ct Sd eee ; 4,000 |-- oe 
Total direct costs..._- ; powell 232, 500 |-.--.-- | 186, 000 — ? 
USOM ee oe per participant et ee $100 | $100 
Total indirect - Bebb eke paw weldebeaaaad 25, 000 | 20, 000 ‘ 








og ee : 257, 500 |-.-- cae 206, 000 











1 Estimated. 
2 Assumed, 


NotTEe.—These estimates were prepared in Washington without access to field records 
NUMBER OF TECHNICIANS OVERSEAS 


Mr. Forp. Could we have also in chart form for the record informa- 
tion on technicians which we send over to the various countries? Do 
you have that similarly available? 

Mr. Murpny. Yes, sir. 

Mr. Taser. It does not come within their range, does it? 

Mr. Forp. Yes. I gather it does. 

Mr. Murpny. It is out of technical cooperation but it wouldn’t be 
charged to this particular account. If the technicians do go overseas, 
they are charged to the country program of the country to which they 
go. They therefore would be covered in the various country pro- 
grams that we justified as we went through the books. 

Mr. Passman. Not out of this $15 million? 

Mr. Mureny. No. I can supply numbers that will show you for 
the past several years what the number of those technicians has been, 
by geographic area, and even by country if you would like that. 

Mr. Osurns. I have the over-all totals. 

(The information follows:) 


Numbers of technicians overseas under ICA programs as of June 30, 1956, through 
Apr. 30, 1958 ' 








June 30, 1956 | June 30, 1957 Apr. 30, 1958 
Region at te eM oe T a ae ; ; iti a 
U.S. Gov-| Contract | U.8.Gov-| Contract | U. 8. Gov-| Contract 
ernment personnel | ernment | personnel | ernment | personnel 
employees | employees | | | employees 
| 
i 
Total. 2, 620 1, 344 | 2, 859 1, 635 | 2, 914 2, 184 
Far East____. 697 613 871 928 | 866 | 1, 253 
Near East and South Asia 940 512 RRS 482 R73 " 623 
Africa , 4 . 192 | 58 258 | 68 327 89 
Europe. . ; Seti 76 39 57 | 48 | 67 22 
Latin America...._.__......_.| 715 22 785 109 | 781 97 


‘ICA and contract employees paid from program funds. 
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Mr. Forp. I am reading from page 42 of the justifications: 


In fiscal year 1959 ICA expects to have approximately 3,350 such technicians 
in the field on a direct employment basis and a further 2,500 who are working 
under ICA financed contracts with American univerities institutions and business 
firms. 


Are those people chargeable directly to the country program? 

Mr. Osurins. Yes. 

Mr. Forp. They do not come out of this funding? 

Mr. Osuins. The only thing that comes out of these is the miscel- 
laneous supporting costs of the State Department in their payrolling 
and health services, or an arrangement we might have with the 
Department of Agriculture to provide technical back-stopping for 
them. If they send in an inquiry about the latest treatment for some 
plant disease, the Department of Agriculture will answer, the cost of 
answering it will be charged to this fund rather than to the country 
program. 

Mr. Forp. That is all. 

Mr. WieeteswortnH. One question, Mr. Chairman. 

Mr. Passman. Mr. Wigglesworth. 


MANNER OF HANDLING FUNDS FOR INTERREGIONAL EXPENSES 


Mr. Wiacateswortu. Is this $15.1 million over and above the items 
we will be called upon to consider for technical assistance for individual 
countries, or is it included in those items? 

Mr. Murpuy. $15 million of it is included in the $142 million 
which the President originally requested for technical assistance 
appropriation, and $140,000 is included in the $212 million of special 
assistance request. 

Mr. WiaGLeswortn. So if we add up the items that appear in each 
country for technical assistance, will the total include this $15 million 
or is the $15 million in addition to that? 

Mr. Murpuy. It is in addition to that. In other words, if you 
added up all the items of technical assistance in the various geographic 
books you would come short of the $142 million, by this $15 million. 

Mr. Osuins. I think that it is worth emphasizing, the nature of 
this account. This last question indicates the real reason for the ex- 
istence of this account. If we were willing to go into the cost account- 
ing and bookkeeping involved, we could distribute these smallest items 
to each project and thus to each country. It would then appear in 
the regular place in the program book. Instead, for bookkeeping 
convenience we have accumulated them this way. 

Mr. Mourpnry. I would like to wind this up by commenting, Mr. 
Chairman, the basic difference between these costs and the costs of 
what we call administrative expenses are that all of these costs are 
associated with the actual carrying out of the assistance. 

The things that we charge to administrative expenses on the other 
hand are the planning, the program planning, program review, ex- 
penses of that nature, which are not themselves involved in actually 
extending assistance to the other country. 

Mr. PassMAN. Does that constitute a bona fide explanation? 

Mr. Murpuy. That is our basic criteria, sir. If the work involved, 
for example, the agronomist in the Department of Agriculture testing 
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a soil sample that came from Ethiopia is doing a job to help Ethiopia, 
but if he is an administrative clerk in the Department of Agriculture, 
who is helping in the payrolling of several such agronomists, we charge 
him to administrative expenses. 

Mr. Rooney. Mr. Chairman, I wonder if I might ask one further 
question. 

Mr. Passman. Yes, sir. 


FUNDS TRANSFERRED TO STATE DEPARTMENT FOR LIBRARY SERVICES 


Mr. Rooney. How much is in this budget for transfer to State 
Department in connection with the use of the library? 

Mr. Forp. The State Department Library? 

Mr. Rooney. Yes. 

Mr. McAuuister. The State Department wants $30,500 to finance 
6 employees in 1959 for library service. 

Mr. Murpny. For the Mutual Security Program. 

Mr. McAuuister. A portion of that cost will be assessed against 
administrative expenses. 

Mr. Roonry. How much would that be? 

Mr. McAutister. Based on personnel statistics, I would say 
roughly it would be sbout 20 percent against this program. 

Mr. Murpnry. $6,000. 

Mr. Passman. Something was mentioned about an item for books. 

Mr. Osuins. We have that. 

Mr. Passman. I am talking about early in the hearings, weeks ago. 
I think it was $15,000 to pay transportation of books. 

Mr. Mourpny. I don’t believe so, Mr. Chairman. 

Mr. PassmMan. It is in the record. We agreed then we should 
discuss the matter later. 

Mr. Murpuy. Now I do. You asked me if such a program would 
be financed by us, or by who, and I said I thought it would be a USIA 
program. 

Mr. Passman. You have money in this for books and I asked if this 
would not conflict with the USIA program. I thiak there was a smile 
or two across the table. We agreed to discuss this later but never did. 

Would you refer to the testimony and let us clarify the item at a 
subsequent meeting? 

Mr. Murpry. I will try to. 


DistrRIBvuTION OF FuNps BY PROGRAMS AND REGIONS 


Mr. Passman. At this point in the record, a summary table should 
be submitted showing a recapitulation of the various requests by 
appropriation item rather than by region. 

Mr. Murpry. I have them right here. I have a table, sir, which 
I didn’t prepare to submit in the record, but the part of it that you 
want can be submitted in the record. It is a seven-page table and 
what it purports to do, Mr. Chairman, is to try to set out for the 
benefit of the committee all of the items which we have covered up 
until this point. 

For military assistance, defense support, technical assistance, et 
cetera. 
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Mr. Passman. Everything that has gone before us will be summar- 
ized at this point. 

Mr. Murpuy. Except Development Loan Fund. 

Mr. Passman. Development Loan was authorized last year. 

Mr. Murpuy. These add up to $2,990,500. I can give you the top 
page. It is unclassified and could be inserted in the record at this 
point, and the other pages are the details, some parts of which are 
classified. 

Mr. Passman. Could you not give the total? 

Mr. Murpay. Yes, sir. That top page is right here. 

Mr. Passman. If you have a summary, giving the information by 
appropriation and the grand total of everything that has gone before, 
that would be desirable. 

Mr. Murpuy. I have that on the top page. That page is un- 
classified. 

Mr. Passman. That data will be inserted in the record. 

Mr. Murpuy. The other pages are detail. 

(The information follows:) 
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Mr. Taper. You ought to have the whole thing up here so we could 
each have a copy of that when we get to it. 
Mr. Passman. Copies are available. 


COMMITTEE HEARINGS 


It was suggested last year that we make certain changes for the 
benefit of improved consideration of this bill. I certainly hope the 
suggestions will be considered and put into effect by next year. 
Among the suggestions was that the witnesses should be prepared to 
justify their request by appropriation item rather than only by coun- 
try, and region, and area. 1 think we could conduct much better 
hearings if the justifications were presented on such a basis. 

(Dise ussion off the record.) 

Mr. Passman. I do not agree with you at all. We are going to ad- 
dress a letter to the proper authorities, over the signature of the chair- 
man of the full committee, outlining our preferences and suggestions 
for the presentation of the justifications. 

Mr. Murenuy. We will do it the way you want to do it. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Murruy. May I say one other thing, Mr. Chairman: As to 
these tables I have passed out, I have indicated on the bottom of the 
first page “For military assistance,” the page numbers of the world- 
wide presentation book that covers the details of military assistance, 
and the same for defense support and the same for technical coopera- 
tion and special assistance. 

Mr. Passman. You have the total. 

Mr. Murrny. This year we have made what we think is a valiant 
attempt—it may not meet your satisfaction and approval, but we 
tried hard to beef up the worldwide summary so when you open the 
tab for defense support you can get a much better picture of the item 
of defense support than heretofore. I think you will find that help- 
ful. 

Mr. Passman. The gentleman is very helpful. 

On this additional money that the Congress authorized for tech- 
nical cooperation ; please bring a statement ‘of what you propose to do 
with it. The committee members will discuss the information pro- 
vided. 

Mr. WiceiteswortH. On what? 

Mr. Passman. The executive department requested $142 million 
for the technical aid program; the Congress authorized an additional 
$8 million. 

Mr. Forp. Technically there is no budget submission on that au- 
thorization. 

Mr. Passman. They will probably be coming down with a special 
message. 

(Nore.—The supplemental budget estimate may be found on 
p. 1441.) 


25164—58——-7 
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WepDNEsDAY, JUNE 18, 1958. 
CONTINGENCY FUND 
WITNESSES 


ROBERT G. BARNES, SPECIAL ASSISTANT FOR MUTUAL SECURITY 
COORDINATION, DEPARTMENT OF STATE 


INTERNATIONAL COOPERATION ADMINISTRATION 


J. E. MURPHY, CONTROLLER 
ARTHUR M. McGLAUFLIN, DIRECTOR, BUDGET DIVISION 


Mr. PassmMan. The committee will come to order. 

Our first witness this morning is Hon. Robert G. Barnes, Special 
Assistant for Mutual Security Coordination, Department of State, 
who will testify on the contingency fund. 

Mr. Barnes, do you have a general statement ? 

Mr. Barnes, Yes, sir; I do. 

Mr. PassMan. You may proceed, sir. 


GENERAL STATEMENT 


Mr. Barnes. Mr. Chairman and members of the committee, I am 
appearing before you today in support of the President’s request for 
an appropriation of $200 million for a contingency fund. The explan- 
ation of this category of aid, and the justification for the amount of 
funds requested for fiscal year 1959, will be found on pages 75 to 82 
of the worldwide volume of the classified presentation books which 
are before this committee. 


AUTHORITY FOR APPROPRIATION 


The contingency fund is authorized by section 451 (b) of the Mutual 
Security Act of 1954, as amended, as it would be further amended by 
sections 302 and 501 of the Mutual Security Act of 1958 as approved 
by the House of Representatives. The fund is authorized, with the 
same substantive provisions, by section 401 (b) of the Mutual Security 
Act of 1954, as amended, as it would be further amended by section 
8 of the Mutual Security Act of 1958 as approved by the Senate. 

The House approved an authorization for an appropriation of $100 
million, whereas the Senate approved an authorization for an appro- 
priation of $200 million. In the absence of a final authorization bill, 
I shall speak today to the amount which we consider is necessary in 
this category of aid to meet urgent requirements in the United States 
national interest during fiscal year 1959, $200 million. 


EVOLUTION OF CONTINGENCY FUND . 


Before discussing the request for the appropriation, Mr. Chairman, 
I should like to review briefly the origin of what is termed in the 
legislation this year, for the first time, a contingency fund, and the 
changes which have been adopted by both the House and the Senate 
in the authorizing legislation. 
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Two years ago the Congress authorized and appropriated $100 
million for what was termed a special Presidential fund under the 
authority of section 401 (b) of the Mutual Security Act of 1954, as 
amended. In addition, there was appropriated under the authority 
of the old section 201 slightly over another $100 million of unpro- 
gramed funds for economic development and the maintenance of 
political and economic stability in the area of free Asia, the Middle 
East, and Africa. There was thus available to the President over 
$200 million to meet requirements which might develop and which were 
not covered by illustrative programs submitted to the Congress in 
advance. 

Last year, as a result of the establishment of the Development Loan 
Fund, the Congress authorized in section 400 (a) of the Mutual 
Security Act of 1954, as amended, a category of special assistance for 
programs designed to maintain or promote political or economic 
stability of a type which previously would have been carried out 
under the authority of the old section 201. Illustrative programs 
amounting to about $100 million were submitted to the Congress. In 
addition, the President requested, under this category of aid, the ap- 
propriation of an additional $200 million to provide, in effect, for 
a continuation of (1) the $100 million available the year before under 
section 401 (b), and (2) the $100 million of unprogramed funds avail- 
able under the old section 201. 

The combining, in this one request, of funds for certain specific 
purposes supported by illustrative programs together with unpro- 
gramed funds for meeting emergency requirements or contingent 
situations led to a certain degree of confusion. The President, there- 
fore, requested in his message to Congress this year that the two be 
separated in order to achieve greater clarity, and that funds for 
special assistance be separately authorized and appropriated and those 
for meeting emergency situations or contingent requirements be sepa- 
rately authorized and appropriated. 

Necessary changes to accomplish this have been adopted by both 
the House and the Senate, though the two Houses differ as to the 
section number in the basic act under which the authorization of the 
contingency fund would appear. 

I would like to mention here a point on which some confusion has 
arisen: Under the Mutual Security Act of 1958, as approved by the 
House and the Senate, special assistance funds cannot be used to 
supplement the contingency fund. “Special assistance” is a cate- 
gory of aid designed to meet presently identifiable needs for which 
illustrative programs have been presented to the Congress. The 
specific criteria governing special assistance, which are discussed 
in detail on pages 53-56 of the worldwide volume of the presenta- 
es make it clear that it is not a flexibility or contingency 

und. ; 

The contingency fund, on the other hand, is available for assist- 
ance authorized by the Mutual Security Act, except that authorized 
under the Development Loan Fund, in accordance with the provi- 
sions applicable for the furnishing of such assistance. These funds 
could be used, for example, to provide military assistance, defense 
support. special assistance, or technical cooperation. In addition, 
$100 million of the funds which are appropriated in this category may 
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be used without regard to the requirements of the Mutual Security 
Act of 1954, as ¢ amended, or any other act for which funds are author- 
ized by this act, or any act appropriating funds for use under this 
act, provided the President determines that such use is important to 
the security of the United States. 


APPROPRIATION REQUEST 


The justification for contingency funds rests essentially on two 
propositions : 

First, as expressed in section 2 of the Mutual Security Act of 1954, 
as amended, it is the policy of the United States, so long as the threat 
of international communism endangers the peace of the world and 
the security of the United States, to make available to free nations 
and peoples on request assistance which will support their efforts to 
maintain their freedom. 

Second, it is impossible for us to predict, at the time a mutual-se- 
curity program request is submitted to the Congress, the kind of 
problems which may emerge 6 to 18 months later, the solution of 
which, when they emerge, may be considered vital to our national 
security. 

The failure to provide the President with some degree of flexibility 
and with sufficient funds to meet unforeseen requirements would be 
to abdicate initiative in this vital field to international communism. 

Because the $200 million appropriation for the contingency fund 
for the next fiscal year is designed to make it possible to respond 
to new, unforeseen, and contingent requirements, there are no illustra- 
tive programs to back up this request nor any means of making an 
exact estimate of the funds needed. We can only base our request 
on our past experience in this regard and on the character and size 
of the contingent situations which are on the horizon when the appro- 
priation request is made. Considerable detail as to our experience 
in the past and the problems which we foresee in the future will be 
found on pages 76 to 81 of the worldwide presentation volume. 

Requirements which justify a contingency fund have normally fallen 
into 1 of the following 3 categories: 

(1) Those which are recognized as potential requirements at the 
time the program for a succeeding fiscal year is developed and pre- 
sented to the Congress but which as of that time are not sufficiently 
definite in terms of their necessity, size, or nature to justify the inclu- 
sion of a specific, identifiable allowance in the illustrative program 
submitted to the Congress. 

(2) Requirements ' which are not foreseen at the time the annual pro- 
ere is presented to the Congress but which appear only after the 

seal year has commenced. Requirements of this nature include those 
a result from natural disasters, those that reflect unforeseeable So- 
viet actions, and those which flow from political or economic develop- 
ments in a country the stability of which is of importance to the United 
States. 

(3) Requirements which reflect an increase in the cost of carrying 
out a program which was actually planned and proposed to the Con- 
gress for the fiscal year in question. 

Numerous illustrations of these requirements over the past few years 
can be cited. For instance, in fiscal year 1956 a decline in the economic 
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position of Pakistan after the Congress had acted on the program 
necessitated an increase in defense support and the provision of emer- 
gency relief assistance in the amount of about $35 million. Similarly, 
the Turkish financial situation developed in such a way that the final 
level of aid extended in order to maintain that country’s defense effort 
was more than twice the amount illustratively given to the Congress 
the year before. An underestimation of requirements in Korea and 
Iran that same year led to substantial increases in those country pro- 
grams as well. 

In fiscal year 1957 the most dramatic of the new requirements was 
that of caring for the Hungarian refugees, after the uprising in that 
country, to which program the United States contributed over $30 
million. While the executive branch had predicted a probable require- 
ment in Morocco and Tunisia after they achieved independence, no 
programs were submitted to the Congress but they were subsequently 
approved in the amount of nearly $30 million. 

During this current fiscal year we have instituted a program of $30 
million for Jordan, even though the unstable situation there 18 months 
ago had prevented the submission of a firm program. We have also 
instituted a new program in the Sudan, commenced new internal-secu- 
rity programs in 2 countries, and contributed almost $10 million as a 
voluntary contribution to the maintenance of the U. N. Expeditionary 
Force in the Suez. . 

In total, over the past 3 years, requirements of the type mentioned 
above have necessitated substantial increases in programs presented 
to Congress. In fiscal year 1956 such increases in nonmilitary assist- 
ance programs alone amounted to over $265 million, in fiscal year 1957 
to about $215 million, and needs identified so far this year to approxi- 
mately $165 million. In fiscal year 1956, $100 million was available 
to meet contingencies; in fiscal year 1957, $200 million was available; 
and in fiscal year 1958, $147 million was available for such purposes, 
an amount which we have been forced to supplement by the transfer 
of $40 million from military assistance. Consequently, a number of 
contingent requirements had to be met through revisions in the regular 
programs, through application of priorities and use of statutory 
transfer authority. However, without the existence of adequate re- 
serve funds, many requirements important to United States national 
security could not have been met. 

The total of possible new program needs for fiscal year 1959 now 
foreseen, wholly apart from those arising from unexpected develop- 
ments, would require the entire $200 million. From experience, it 
is uncertain whether the amount of those presently foreseen require- 
ments which do not materialize together with those which may be 
met through reprograming will leave sufficient funds to meet those 
inevitable requirements which are wholly unforeseen at present. 
However, an appropriaiton of less than $200 million may mean the 
difference between meeting or failing to meet unpredicted challenges 
to our security in fiscal year 1959. 

These challenges cannot be met from any other source. The illu- 
strative programs of military, economic, and technical assistance sub- 
mitted to Congress for fiscal year 1959 are austere. They are based 
on optimistic assumptions, some of which are already subject to seri- 
ous doubt. The contingency fund is indispensable to augment such 
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rograms as these. In addition, this fund provides the only resources 

y which the United States may effectively meet emergency situ- 
ations. If these situations are not met quickly, they are opportunities 
forever lost to the free world and will in many cases be exploited by 
the Communist bloc. 

Mr. Passman. Thank you, Mr. Barnes. 

You do, of course, subscribe to the American philosophy that free- 
dom of speech is entirely desirable in this country. 

Mr. Barnes. Yes, sir. 

Mr. Passman. What I am going to say is certainly not directed at 
the witness appearing before us at this time, and it represents my per- 
sonal opinion. Most of us are familiar with the quotation, “Whom 
the gods would destroy, they first make angry.” 

So far as I am personally concerned, it is almost an affront to this 
committee that the people representing the executive branch will come 
to the Congress, and ask us, in a manner of speaking, to abdicate our 
responsibilities. They say, for example, “We want $200 million,” 
when there are no illustrative programs to back up the request or any 
means of making an exact estimate of the funds needed. 

If the Congress should operate on that basis, then the rooftop is 
going to fall in on the house. 

I do not intend to concur again in writing a blank check for hun- 
dreds of millions of dollars where there is nothing to back it up other 
than the possibility of some need for funds somewhere down the line. 

Mr. Barnes. Mr. Chairman, could I just make one comment on 
that ? 

Mr. Passman. You certainly may. 

Mr. Barnes. I do not want to comment on your personal views. 

I am concerned at your statement that you consider this an affront 
to the committee. 

Mr. Passman. It appears to me as an affront, but I speak as only 
one member of the committee. You come down and ask us to recom- 
mend the appropriation of money and acknowledge that you have no 
way of justifying the request other than there may soulhly be some 
use for the funds. 

Mr. Barnes. We are talking about a rapidly moving international 
situation and are making here a completely honest statement of why 
we need the money, and I think it is infinitely preferable to come 
before this committee and make the statement on this basis, and not 
try tosupport it with illustrative programs. 

Mr. Passman. I qualified my remarks when I stated they did not 
apply to the witnesses before this committee. This originates, cer- 
tainly, at an even higher echelon. 

At this point in the record we shall take sufficient time to put these 
figures together. 


ESTIMATES FOR ECONOMIC ASSISTANCE 


How much do you have in this budget for defense support in fiscal 
1959 ? 

Mr. Mourpuy. $835 million. 

Mr. Passman. Please put it down on a piece of paper, because we 
are going to get a grand total. 

Mr. Denton. Is that $835 million after authorization ? 
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Mr. Murruy. That is the budget request. 

Mr. Passman. How much is for the contingency fund ? 

Mr. Mureuy. $200 million. 

Mr. Passman. How much for special assistance? 

Mr. Murruy. $212 million. 

Mr. Passman. How much for the development loan fund ? 

Mr. Morpny. $625 million. 

Mr. Passman. What about prior items in that category? 

What is the total ? 

Mr. Mourpny. $1,824 million. 

Mr. Passman. And it is all economic assistance, but under different 
headings ? 

Mr. Murpuy. Yes, sir. 

Mr. Passman. Thank you. 

Mr. Murrny. Well, the contingency fund may possibly be used for 
military assistance if it is available. 

Mr. Passman. May. Can we assume that it will not be? 

Mr. Denton. Is technical assistance in there? 

Mr. Mourrny. No, sir. 

Mr. Passman. Include the technical assistance. 

Mr. Murpny. $142 million, and the bilateral programs total 

Mr. Passman. You have $2 billion, and it is all economic assistance? 

Mr. Mourpeuy. With that one qualification, Mr. Chairman. 

Mr. Passman. Thank you very much. 

Mr. ALexanper. That is the contingency fund? 

Mr. Anprews. No; that is $200 million. 

Mr. Murpny. That is 10 percent of it. 

Mr. Taser. How much transferability is involved in those funds? 

Mr. Murpuy. We can take 10 percent out provided we do not in- 
crease the receiving appropriation by more than 20 percent. 





PRESIDENT’S FUND FOR ASIAN ECONOMIC DEVELOPMENT 


Mr. Passman. In the past there was an appropriation for what is 
known as the President’s fund for Asian economic development ? 

Mr. Morpuy. Yes, sir. In fiscal year 1956 there was an appro- 
priation. 

Mr. Passman. What was the request for the President’s fund for 
the Asian economic development program ¢ 

Mr. Murrny. It was $200 million. 

Mr. Passman. What was the amount appropriated ? 

Mr. Mourpny. $100 million for 3 years. 

Mr. Passman. For how long was this fund available? 

Mr. Mourreny. Three years, sir. 

Mr. Passman. How much was obligated in the first year? 

Mr. Mureny. About $4,452,000. 

Mr. Passman. How much was obligated during the second year? 

Mr. Murpny. $1,783,000. 

Mr. Passman. How much remained unobligated after 2 full years? 

Mr. Murpuy. $93,675,000. 

Mr. PassmMan. How much was obligated for the first 6 months of 
this fiscal year, closing December 31? 

Mr. Mourpnuy. That I would have to research, Mr. Chairman. I 
can secure that information. 








1238 


Mr. Passman. Please do the research, then. 

Mr. Morpuy. I do know the obligations as of May 31. 

Mr. Passman. We want the data as of December 31. However, if 
you do not have it, you do not have it. 

Mr. Murruy. I have the latest information. 

Mr. Passman. You do not have the information requested, and yet 
you are here before the committee. Give it to us as of March 3 

Mr. Murrny. I just do not have it as of that date. 

= PassmMan. You had similar data on items we have asked you 

about. 

Mr. Moureuy. What I do, Mr. Chairman, is I bring the most current 
figures with me. 

Mr. Passman. Please find out for us what you have obligated 
through March 31. 

Mr. Morrny. Yes, sir; I will. But I do not have it here. 

Mr. Passman. I wish you would telephone for the information 
when we start questioning the next gentleman. 

How much has been expended to date out of the fund ? 

Mr. Murreuy. That I may have in my briefcase, Mr. Chairman. 

Mr. Passman. You may inform us later. 

(The information follows :) 


[In millions of dollars] 


Obligations fiscal year 1958 through Dec. 31__.------.--_-.-__---------- $3. 8 
Obligations fiscal year 1958 through Mar, 31___-..----.------------~-~--- 8.9 
Expenditures (cumulative) through Apr. 30, 1958__.__.-__--------------- 6.5 


Mr. Passman. What is the unexpended balance ? 
Mr. Murpuy. I could not compute that without first having the 
other information to which I referred. 


REQUEST FOR REAPPROPRIATION OF UNOBLIGATED BALANCES 


Mr. Passman. You are requesting that the unobligated balance be 
reappropriated. Did you make that request of the ‘Foreign Affairs 
Committee ? 

Mr. Murruy. No, sir; we did not, because section 548 of our author- 
ization act contains an authorization for the reappropriation of any 
of the items that are in the act. So, we do not have to go before them 
on that. 

Mr. Passman. Did you discuss this matter with them ? 

Mr. Murruy. We discussed it at great length with the authorizing 
committee. 

Mr. Passman. And you wanted to get authority for this to continue, 
and they did rule it out ? 

Mr. Murreuy. Well, it was not necessary for them to act on that at 
all, Mr. Chairman. 

Mr. Passman. They could have acted on it? 

Mr. Murry. Yes, sir; if they had wanted to. 

Mr. Passman. That is why you brought the matter up with them; 
is it not ? 

Mr. Murreuy. Our presentation books make it very clear what the 
executive branch intended to request—the appropriation of any items 
which are in an advanced stage of negotiation on June 30, but which 
have not finally been obligated. 





1239 


Mr. Passman. Do you have legislative authority now for continu- 
ing this appropriation ? 

Mr. Murpuy. Yes, sir; we do. 

Mr. Passman. On what basis? 

Mr. Murpny. Section 548 of our authorization act. 

Mr. PassMAn. You can continue the appropriation beyond 3 years, 
even though the committee placed a 3-year limitation on it? 

Mr. Murrny. Yes, sir; if the Congress would so act. 

Mr. Passman. However, had the Congress not so acted, then the 
appropriation would have lapsed; is that correct ? 

Mr. Murpny. Yes, sir; if the Congress does not reappropriate the 
funds, they would a on June 30. 

Mr. Passman. Did you ask the Congress to continue your authority 
to obligate under the Asian fund ? 

Mr. Murpuy. Yes, sir; the President’s message did include language 
which would have the effect of reappropriating 

Mr. Passman. Did you receive such authority ? 

Mr. Mourpny. No, sir. It would have to come from the Appropria- 
tions Committee which had granted it, and you have not acted on it as 
yet. 

Mr. PassMAn. You discussed this at length with the Foreign Rela- 
tions Committee of the Senate, and the Foreign Affairs Committee 
of the House ? 

Mr. Mourreny. Yes, sir. 

Mr. Passman. And you did not get a favorable reception ? 

Mr. Mourpny. I would say this, Mr. Chairman: I do not think it is 
fair to say we did not get a favorable reception. 

Mr. Passman. Let us decide whether it was favorable. 

Mr. Murrny. You are asking me to answer the question. 

Mr. PassMan. Since you have been appearing before this commit- 
tee, have I ever said any statement by you was unfair? 

Mr. Murreny. I did not mean it that way. I mean it was impossible 
to say whether they were favorable or unfavorable. 

Mr. Passman. Did you receive such authority ? 

Mr. Murpny. We had it, Mr. Chairman, already in the bill. 

Mr. Passman. Is it your contention that you may continue this 
appropriation beyond 3 years without the specific consent of the 
congressional committees ? 

Mr. Morrnuy. The Mutual Security Act—wait a minute, Mr. Chair- 
man. Ididnotsaythat. I said 

Mr. Passman. Can you continue it beyond 3 years without specific 
permission in the authorization or appropriation bills? 

Mr. Murry. The answer to that is “No.” If you do not act on it, 
we will not have it available. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 

Mr. Passman. You did ask for specific language in the bill, and I am 
referring now 











Mr. Morruy. This is the appropriation request, Mr. Chairman. 

Mr. Passman. I am talking about appropriations. You have asked 
for specific language along this line ; have you not ? 

Mr. Mourrpny. Yes, sir. 
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Mr. Passman. I shall read into the record the language with refer- 
ence to this matter: 

Funds heretofore made available to the President’s fund for Asian economic 
development are hereby continued available for fiscal 1959 for the purposes for 
which originally appropriated. 

Mr. Morruy. Yes, sir. I had indicated that we did make that 
request. 

Mr. Barnes. Could I make a statement at this point? 

Mr. Passman. Yes, sir. 

Mr. Murpny. Mr. Chairman, one thing I wanted to be sure of 
is that you understand that this is the item we are coming up to talk 
about tomorrow morning at 9 o’clock. 

Mr. Passman. I know what you are coming to talk about, and I 
also expect that you are getting ready to make some very hasty obli- 
gations of this fund. 

Mr. Mourruy. That is an erroneous implication, Mr. Chairman, and 
we will deny it. 

Mr. Passman. Then, you are not now in any hurry to obligate the 
money ? 

Mr. 1 Morrny. Mr. Chairman, we are anxious that this fund be 
used for the purposes intended by the Congress as expressed by the 
Congress in the Authorization Act. We think it is a very valid pur- 
pose, but in no way does this express an intent or desire on the part 
of the executive branch to let down any ground rules in the process. 
There are items in the bill that if we wanted to waive the rules, we 
could obligate very easily. 

Mr. Passman. If you wanted to waive what rules? It would not 
be similar to the situation in Egypt where you carry an obligation for 
years and yet these people have entered into a military alliance with 
Syria, and we do not see any possibility of that alliance being broken ? 

Mr. Murrny. No, sir; there is no similarity. 

Mr. Passman. But you are carrying the money as obligated in 
Egypt. 

Mr. Morpny. Yes, sir; but these funds have not been obligated, 
and there is no similarity. 

Mr. Passman. I announce to the committee with sincere regret 
that Mr. Eric Johnston is reported to be ill. He will not be able to 
appear before this committee for several days. However, at the ex- 
piration of a period of several days we hope the bill will have been 
disposed of. 

Therefore, it appears at this time that we shall be deprived of the 
counsel of Mr. Johnston, the President’s No. 1 “educator” of the 
people on the foreign aid program. 


EFFECT OF REDUCTIONS IN APPROPRIATIONS FOR 1957 


When the President originally asked for $200 million for the Asian 
fund, there was some disappointment when the Congress reduced 
the amount to $100 million ; is that correct ? 

Mr. Mourpny. Yes, sir; there was. 

Mr. Passman. But. even after 2 years you have only succeeded in 
obligating about $6 million ? 

Mr. Murpnuy. That is correct, Mr. Chairman. 
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Mr. Passman. Do the facts not indicate that the committee was 
possibly acting upon the basis of sound information? Do not the 
subsequent years’ experience support the position of the committee? 

Mr. Morpny. Well, I can only say, sir, that it is impossible to say 
what our situation would be today had you in fact appropriated the 
$200 million. 

Mr. Passman. You still would not have obligated any more than 
$6 million of the first 2 years? 

Mr. Murry. That is impossible to say, Mr. Chairman. 

Mr. Passman. If you had received double the amount you asked 
for, you would have obligated more than 6 percent of the $100 million ? 

Mr. Murrny. We would probably have undertaken many more 
negotiations for many more activities, Mr. Chairman, some of which 
may have come to fruition earlier than some of the ones we did under- 
take. 

Mr. Passman. Does the gentleman realize what he is saying? 

Mr. Murpny. Yes, sir. 

Mr. Passman. That you had $100 million and after 2 full years you 
obligated only $6 million ? 

Mr. Mourpuy. That is right. 

Mr. Passman. But because of not receiving $200 million, that fact 
could have delayed certain projects which would have been worthy? 

Mr. Murpuy. Well, I did not say exactly that, Mr. Chairman. I 
said we were talking about a hypothetical situation, and it is im- 
possible for anyone to say what the situation would have been had the 
Congress appropriated twice as much as it did. 


DEOBLIGATIONS IN ALL MUTUAL SECURITY NONMILITARY PROGRAMS 


Mr. Passman. What was the total amount deobligated in all mutual 
security programs in 1957? 

Mr. Murpuy. I am sorry, sir, but I do not have that information 
with me. I can supply it for the record, but I just do not have that 
with me today. 

(The information follows :) 

During 1957 the recovery of prior year nonmilitary obligations was 
$127,819,990. 

Mr. Passman. What was the amount of deobligations in 1958? 

Mr. Murpuy. Well, I have given information on that, at previous 
sessions, Mr. Chairman, and I do not have those data with me again 
today. 

Mr. PassmMan. Will the gentleman be prepared to bring the infor- 
mation with him tomorrow ? 

Mr. Murpuy. Yes, sir; I will. 

Mr. Passman. How much do you estimate will be deobligated in 
1959? 

Mr. Mourrny. Well, that is something I had not focused on here- 
tofore, Mr. Chairman. If I may, I would like to take the time to 
consider that, and at the time I bring you the other information to- 
morrow I will have that available also. 

Mr. Passman. Is it not just as likely that your optimistic plans 
might fail to materialize, thereby releasing funds for other applica- 
tions for these unknown needs which might or might not arise? 











1242 


Mr. Morrny. That question Mr. Barnes can answer better than I. 
_ Mr. Barnes. It seems to me, sir, that is the same question that you 
just asked. 


Mr. Passman. If you think it is the same question, then do not 
answer it. 


FINANCIAL HISTORY OF SPECIAL PRESIDENTIAL FUND 


Mr. Murphy, what has been the financial history of the special 
Presidential fund established in fiscal 1956? 

Mr. Murreuy. Well, there was $200 million authorized in fiscal year 
1956. I beg your pardon. You are referring back to this Asian 
development fund ? 

Mr. Passman. I am speaking of the entire special Presidential fund. 

Mr. Anprews. Off the record. 

( Discussion off the record.) 


DIFFERENCE BETWEEN CONTINGENCY FUND AND ASIAN FUND 


What is the difference between the contingency fund and the Asian 
fund ¢ 

Mr. Mureny. The Asian fund, sir, was originally authorized by 
the Congress in fiscal year 1956 in the amount of $200 million for 3 
years, and it had as a specific purpose the object of getting the coun- 
tries of the so-called are of free Asia, which commences in Afghanistan 
and runs all the way around Korea, working together on economic 
projects on a multilateral basis. 

It had that specific objective. The projects at the time were not 
identified because the idea of the fund was brandnew, and we had 
not talked to these Asian countries about getting projects underway 
until Congress had made the authorization and subsequently the 
appropriation. 

Mr. Anprews. So, in truth and in fact it was a contingency fund? 

Mr. Murreny. Well, it was certainly unprogramed, as far as spe- 
cific projects were concerned, Mr. Andrews. In that sense, I guess 
you could say it was. 

Mr. Barnes. Could I supplement that, Mr. Andrews? 

Mr. Anprews. Surely. 

Mr. Barnes. The Asian fund was specifically restricted to certain 
types of projects. It was restricted as to its area and restricted as to 
projects that include two or more countries. 

Mr. Anprews. But the projects were not spelled out at the time the 
money was appropriated ? 

Mr. Barnes. That is completely correct. 


APPROPRIATION HISTORY OF ASIAN FUND 





Mr. Anprews. So, in 1956 there was $200 million 


Mr. Moureny. $200 million authorized, and $100 million appropri- 
ated. 

Mr. Anprews. What was it in 1957? 

Mr. Mourruy. In 1957 there was no Asian fund. The money made 
available in 1956 was 3-year money. It was available in 1956. 
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Mr. Passman. But you had an appropriation to carry out the Asian 
program, did you not? 

Mr. Mourpuy. Not in 1957, sir. 

Mr. Passman. But you had the $100 million that was carried over 
from the 1956 program? 

Mr. Morpny. Yes, sir. 

Mr. PassmaAn. Are you not asking for broader latitude in your lan- 
guage this year in these different funds? 

Mr. Mourrnuy. No, sir. 

Mr. Anprews. In 1958, I assume, there was no appropriation. 

Mr. Murrny. For Asian development, no, sir; specifically. 

Mr. Anprew. Is there a request for an appropriation for the 
Asian fund in the 1959 budget ? 

Mr. Morpnuy. No, sir; there is not. Well, let me qualify that. 
There is in a sense that there is a request by the President for a 
reappropriation of certain unobligated balances. 

Mr. Anprews. I am leading up to that. 

Mr. Taser. Will the gentleman yield? 

Mr. Anprews. Surely. 

Mr. Taser. Off the record. 

(Discussion off the record.) 

Mr. Anprews There is no request for appropriations for the Asian 
fund for fiscal 1959. 

Mr. Murruy. No new appropriation. 

Mr. Anprews. How much remaining of the $100 million appropri- 
ation that you got in 1956 is there in the Asian fund? 

Mr. Mourrny. Well, sir, Dr. FitzGerald is appearing tomorrow be- 
fore the committee and he is keeping day-by-day tab on the Asian 


fund and the various projects. do not know the answer to that 
question but he will, and will be prepared to give it to you in the 
morning. 


Mr. Anprews. Is this the fund from which you say only $6 million 
has been spent ? 


Mr. Mourrny. Yes. 

Mr. Anprews. There is a balance of $94 million in that fund? 

Mr. Murpuy. That was available during fiscal 1958. 

Mr. Anprews. You are asking that it e reappropriated for the 
same Asian fund? 

Mr. Murrpuy. A portion of the part that will be unobligated on 
June 30 is being requested. 

Mr. Anprews. For the same program? 

Mr. Murreny. Yes, sir, to finish these projects that have been under 
negotiation. 

Mr. Passman. It is the equivalent of a new appropriation because 
it has lapsed and is no longer available for expenditure. 

Mr. Denton. How much authorization did the House and Senate 
give you for this appropriation ¢ 

Mr. Murpuy. In 1956 they gave us $200 million. 

Mr. Denton. This year, 1959? 

Mr. Murrenuy. No request was made for authorization for an Asian 
fund this year. The request was for 3 years in 1956. 

Mr. Denton. I mean the contingency fund. 
Mr. Mourruy. The House authorized $100 million and the Senate 
authorized $200 million which was the President’s request. 
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Mr. Denton. What did they do about carryover in the case of the 
Asian fund and the contingent fund? 

Mr. Mourrny. They did not have to do anything. 

Mr. Passman. That is for the Appropriations Committee to decide. 

Mr. Murrny. Section 548 of the act does authorize reappropriation 
if the Appropriation Committee wants to do so. 

Mr. PassMan. What has been the financial history of the special 


Presidential Asian fund established in fiscal 1956? Now, if you will, 
as to the obligations, 1956 ? 


Mr. Murrny. $4,452,000. 

Mr. Passman. The expenditure? 

Mr. Murery. $716,000. 

Mr. Passman. Leaving unliquidated at that time—— 
Mr. Murpny. $3,736,000. 


Mr. Passman. I am speaking of the total $100 million, unex- 
pended 


Mr. Murpuy. Unexpended would be $99,284,000. 

Mr. Passman. After 1 year’s operation. Fiscal year 1957, your 
obligations? 

Mr. Morpnuy. Obligations during fiscal 1957 were $1,783,000. 

Mr. Passman. The expenditures? 

Mr. Murpny. Expenditures were $3,155,000. 


Mr. Passman. Leaving unexpended out of the fund 
Mr. Morerry. $96,129,000. 


Mr. Passman. For fiscal year 1958 ? 


Mr. Mourrny. Through May 31 obligations were $9,353,000. 
Mr. Passman. Expenditures? 


Mr. Moreny. $2,650,000 as of April 30. 
Mr. Passman. Leaving unexpended in the Asian fund on April 











30: 
Mr. Murpuy. $93,479,000. 


STATUS OF DEVELOPMENT ASSISTANCE AND SPECIAL ASSISTANCE FUNDS 

Mr. Passman. Mr. Murphy, please give us some information as to 
those parts of the development assistance fund and the special as- 
sistance fund which may be considered comparable to the contingency 
fund. 

Mr. Moureny. There is no contingent nature to that fund at all. 

Mr. Passman. Inform us as to the amount of the appropriation, 
the amount of obligation, amount of expenditure and the unliquidated 
or unexpended balance in the development assistance fund. 

Mr. Murrny. In the development assistance, sir, the amount for 
fiscal 1958 was $52 million. As of ~~ end of May, $47 million was 
obligated, $47 million and a fraction, I do not know the _ frac- 
tion. But I am unable to say what the expenditures were, I do not 
have that information. 

Mr. Passman. You do not know how much was expended ? 

Mr. Moureny. On this particular item, I may have it in my brief 
case, if you want me to take the time. 


Mr. Passman. I want you to tell us the amount you had on hand 
unexpended. 


Mr. Murrny. Expenditures from this account, sir, through the end 
of April amounted to $151,205.95. 
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Mr. Passman. Leaving unexpended out of the $52 million what 
amount ? 

Mr. Mourpny. $51,848,794.05. 

These are obligations incurred this fiscal year. 

Mr. Passman. I am talking about the amount you have available 
to spend. 

Inform us similarly as to the special assistance fund. 

Mr. Murpny. On special assistance I will have to pass that question 
to Mr. McGlauflin. 

Mr. Passman. From what appropriation were you working? 

Mr. McGuavrtin. 1958 special assistance appropriation which 
totaled $225, million. 

Mr. Passman. What had you obligated ? 

Mr. McGuavuriin. We had obligated $168.8 million through May. 

Mr. PassmMan. What was the amount of expenditures ? 

Mr. McGuavuriin. Expenditures I only have through March, $29.6 
million through March 31. 

Mr. Passman. Leaving unexpended at the end of March 

Mr. Murpny. $195.4 million. 





STATUS OF ASIAN DEVELOPMENT, DEVELOPMENT ASSISTANCE, 
AND SPECIAL ASSISTANCE FUNDS 


Mr. Passman. Please put down appropriation, one, the Asian de- 
velopment fund. 


Mr. Murrpny. The amount, sir? 
Mr. Passman. You will get the amount. Now, two, the develop- 


ment assistance fund. Three, the special assistance fund. What is 
the total ? 


Mr. Morrny. $377 million. 

Mr. Passman. Of the $377 million, what amount has actually been 
expended through the latest date of accounting ? 

Mr. Murpny. $36,272,000. 

Mr. Passman. The $36 million represents what percentage of the 
total ? 

Mr. Mureuy. Approximately 10 percent. 

The amount available is $377 million, and expenditures are $36,- 
272,000. 

Mr. Passman. Would this be nearer to 9 percent ? 

Mr. Murrny. I do not believe so, but I will compute it exactly, if 
you like. 

Mr. Passman. It isslightly less than 10 percent. 

Mr. Murrny. Yes. 

Mr. Passman. Slightly more than 90 percent of the three funds is 
yet to be expended ? 

Mr. Murrny. That is right. 

Mr. Passman. Those figures were as of May 31? 

Mr. Moreny. Off the record. 

(Discussion off the record.) 
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DISTINCTION BETWEEN VARIOUS FUNDS 


Mr. Passman. On page 76 of the worldwide summary statements, 
at the point of undistributed contingency fund, I quote: 

Represents special Presidential fund appropriated pursuant to section 401 (B), 
in addition to the unprogramed part of the $250-million development assistance 
appropriated pursuant to section 201. May be considered in part comparable to 
contingency funds. 

Is that statement correct ? 

Mr. Murruy. Yes, sir. 

Mr. Passman. Did you not indicate earlier that this was for dif- 
ferent purposes ? 

Mr. Murrny. No, sir; I did not. You are reading from the state- 
ment on contingency funds. 

Mr. Passman. If you refer to your remarks, you will find a differ- 
ence. 

Mr. Barnes. This is covered in the paragraph in the middle of 
page 2 of my prepared statement, exactly the same thing. Special 
Presidential fund referred to in that footnote is not the Asian fund, 
but the fund established by section 401 (B). The same statement is 
made in the paragraph in the middle of page 2 of my prepared state- 
ment. 

Mr. Passman. I think Mr. Andrews made the point that these all 
are to some extent the same as a contingency fund, and the book so 
indicates. 

Mr. Murrny. We just cannot agree to that statement, Mr. Chair- 
man. 

Mr. Passman. Should you add that part in with the other figures 
in other statements, the language I quoted on the worldwide ? 

Mr. Morpny. I certainly am going to be the first one to admit some 
confusion, because we have jumped from the Asian development to 
the contingency fund at a rate that made me spin a little bit. 

Mr. Passman. With reference to the unprogramed part of the $250 
million for development assistance appropriated pursuant to—‘May 
be considered comparable in part to the contingency fund”—I thought 
Mr. Andrews established this was about one and the same thing. 

Mr. Mureny. Mr. Andrews was talking about the Asian economic 
development fund which has nothing to do with the footnote you are 
reading. 

Mr. Passman. One fund is used for about the same purpose as the 
other, notwithstanding the different labels. 

Mr. Barnes. Not the Asian fund, sir. 

Mr. Passman. I think that is definitely a matter of opinion. 

Mr. Anprews. Mr. Chairman, my impression was that the Asian 
fund was for unprogramed projects. 

Mr. Murry. That is right. 

Mr. Anprews. But they were to be confined to a limited area? 

Mr. Murreny. They had to be multilateral in nature and had to be 
50 percent loan, a minimum of 50 percent; none of the restrictions 
applies to the contingency fund, which is available on a worldwide 
basis, can be used for ‘militar y, defense support, technical cooperation, 
or special assistance or other purposes in any area of the world. 
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Mr. Anprews. In both cases the money was appropriated for un- 
programed projects ¢ 

Mr. Mureuy. That is correct. 

Mr. Anprews. And in each case it amounted to a blank check from 
Congress to the agency to be spent as the agency saw fit, with the only 
difference being that from one fund projects could be financed in one 
local area, while from the other fund they could be financed anywhere’ 
over the world. 

Mr. Taper. If the gentleman will yield, 10 percent of that Asian 
fund would be subject to transfer to augment any other fund up to 20 
percent of its amount. 

Mr. Mureny. Yes, sir; it was subject to the provisions of section 
501 of the act but we did not avail ourselves of that authority. 

Mr. Anprews. But for all practical purposes each fund amounted 
to a blank check by Congress to the agency to be spent wherever the 
agency wanted; is that right ! q 

“Mr. Barnes. Could I answer it ? 

Mr. Passman. Mr. Andrews wants the Comptroller to answer the 
question. 

Mr. Morrny. I do not like the term “blank check” but I certainly 
admit they were available to the executive to be spent in their discre- 
tion to meet the purposes for which the funds were appropriated. 

Mr. Anprews. And Congress had no further control over those 
funds? 

Mr. Murrny. They were not specified in advance. 


STATUS OF CONTINGENCY AND ASIAN FUNDS 


Mr. Denton. How much of the old contingency fund and Asian 
fund are unobligated now or unspent / 

Mr. Murpuy. On the Asian fund—— 

Mr. Denton. Take the Asian fund first. How much of that is un- 
obligated and unspent ? 

Mr. Murrny. As of May 31, the unobligated was $84,412,000. 

Mr. Denton. That was unobligated. 

Mr. Murreny. Yes, sir; the unspent was $93,479,000. 

Mr. Denton. That isthe Asian fund ? 

Mr. Murpnuy. Yes, sir. 

Mr. Denton. Now of the contingency fund, how much is unobli- 
gated and unspent ? 

Mr. Murpuy. As of May 31, $168 million obligated. As of May 
31, $57 million was unobligatec 1—I have trouble with this because 
the special assistance was not all contingency. 

Mr. Denton. Money appropriated before last yea 

Mr. Murpny. In fiseal 1957- 

Mr. Den'ron. We went along for quite a while with the contingency 
fund and the Asian fund. Then last. year you branched out to special 
assistance and contingency fund. Of the $100 million of each fund, 
how much was unobligated and unspent before the money was 
appropriated last year ? 

Mr. Mureny. Of the so-called contingency fund or President’s 
fund, which is what it was called in the legislation, the obligations 
were $95.4 million as of last June 30. The balance k: apsed, 


25164—58——_-79 
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Mr. Denton. It did lapse? 

Mr. Murruy. $4,600,000 lapsed. 

Mr. Denton. All right. 

Mr. Moureny. The expenditures during fiscal year 1957 were $12.2 
million, leaving unexpended $87 8 million. 

Mr. Denton. Before the money was appropriated in 1958, how 
much of the Asian fund was unobligated and unspent ? 

Mr. Murruy. Before fiscal year 1958? 

Mr. Denton. Yes; before 1958. 

Mr. Mureny. The unobligated was $93,675,000 on June 30, 1957. 

Mr. Denton. Unobligated? 

Mr. Mureny. Yes, sir. 

Mr. Denton. All right. 

Mr. Murrny. The unexpended was $96,129,000. 

Mr. Denton. Last year, for 1958, you also had a contingency fund 
and a special assistance fund. 

Mr. Murpuy. In fiscal 1958 the special assistance account covered 
both contingency and so-called special assistance programed items. 

Mr. Denton. You are putting in a new contingency fund again this 
year. 

Mr. Mourruy. Breaking it out separately this year. 


STATUS OF SPECIAL ASSISTANCE FUND 


Mr. Denton. In that special assistance fund, how much have you, 
unobligated and unspent? We appropriated how much last year? 

Mr. Murruy. $225 million. 

Mr. Denton. Of that how much is unobligated and unspent ? 

Mr. Mourpnuy. $57 million. 

Mr. Denton. Now you are carrying over in those three funds un- 
obligated and unspent how much money ¢ 

Mr. Murpny. We are not carrying over anything. This $57 mil- 
lion was as of May 31 and we expect it will be used during June. 

Mr. Passman. You stated prior to Mr. Denton’s questions that, of 
the three funds, the Asian fund, special assistance fund, and the De- 
velopment Assistance Fund, putting the three appropriations to- 
gether, more than 90 percent would be unexpended. 

Mr. Murrny. Yes. 

Mr. Passman. In excess of 90 percent would be unexpended. 

Mr. Murruy. Yes, sir. 

Mr. Denton. How much is unobligated and unspent ? 


STATUS OF ASIAN FUND 
Mr. Murpny. I have given that. On the Asian fund you have the 


picture so that at the end of June 30, 1957, and June 30, 1956 
Mr. Denton. Give the three. 





Mr. Murpuy. Asian fund fiscal 1956 obligations $4,452,000, unob- 
ligated $95,548,000. 


Mr. Denton. Where is that? Is that still available for expendi- 
ture? 

Mr. Murpnuy. That was the Asian fund, end of fiscal 1956. This 
was 3-year money and continued available through 1957 and 1958. 
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Mr. Denton. Has it been spent or has it reverted to the Treasury ? 

Mr. Moreny. It is 3-year money and does not expire until June 30, 
1958, which is 12 days away. 

Mr. Denon. How much do you have to spend now, 90 percent 

Mr. Morpeuy. Unobligated or unspent ? 

Mr. Denon. Both. 

Mr. Moureny. On May 31 the unobligated amounted to $84,412,000, 
The unexpended amounted to $93,479, 000. 

Mr. Denton. You have $84 million then which if you do not spend 
it in the next 12 days it will revert to the Treasury ? 

Mr. Murreny. If we do not obligate it. 

Mr. Denton. The other money in the special assistance fund is 
how much ? 

Mr. Murpny. May I say with respect to the first comment, Mr. 
Denton, it would revert. to the Treasury unless the Congress accedes 
to the President’s request to reappropriate it for fiscal 1959. 

Mr. Denton. What did the Legislative Committee do? 

Mr. Murpnuy. The Legislative Committee did not have to act on it 
because there is a standing authorization in section 548 of the Mutual 
Security Act for reappropriation of unobligated balance. 

Mr. Denvon. There is a question here of reappropriating $84 
million. 

Mr. Murruy. The $84 million is as of May and there would be 
obligations during June that will bring that figure down somewhat. 

Mr. Denton. On the old c ontingency fund, was that 3-year money 
also ¢ 

Mr. Murpny. No, sir. 

Mr. Denron. It had no limit on it. How much are you carrying 
over there unobligated and unspent ? 

Mr. Murruy. You are talking about fiseal 1957 or 1958 ? 

Mr. Denton. Upto date. 

Mr. Murpuy. Fiscal 1957 the obligations were 95.4. The balance 
of 4.6 lapsed last June 30. This year’s special assistance fund of 
$225 million, which includes contingency money, obligations at end 
of May were $168 million, leaving $57 million unobligated. Expendi- 
tures had been 29.6. 

Mr. Denton. You are asking us to reappropriate that $57 million ¢ 

Mr. Murrny. No, sir. 

Mr. Denton. What will happen to that ? 

Mr. Murrny. To the extent it is not used in fiscal 1958 for pro- 
grams which we have underway it will probably lapse. 


MUTUAL SECURITY FUNDS LAPSED OR RESERVED FOR RETURN TO TREASURY 


Mr. Passman. Will you state the amounts of all funds that lapsed 
in fiscal 1956 and 1957 or will lapse in fiscal 1958 ? 

Mr. MurPiy. Mr. Chairman, I just do not have those papers with 
me this morning. I do have the information and I will insert it if 
I may. 

Mr. Passman. You may provide the information for the record. 
We cannot recommend wisely unless we have the answers to these 
questions. Year in and year out it has been stated the cuts are going 
to ruin the program and yet each year funds remain unused in almost 
every category. Now it is coming around that some of the money 
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is about to lapse. Furthermore, 80 percent of the Asian fund we 
were criticized so widely for reduci ‘ing in 1956 would lapse if the Con- 
gress did not reappropriate it. 

(The information follows :) 

The following lapsed funds from mutual security program were returned or 
reserved for return to the United States Treasury : 

{In millions of dollars] 

EINE POG 8s oboe eee. petites ohio eee $63. 3 
Fiscal year 1957 


Fiscal year 1958 funds for return to the Treasury cannot be accurately forecast 
until the close of the fiscal year 


UNPROGRAMED PORTION OF DEVELOPMENT ASSISTANCE FUND 


Mr. Passman. On page 76 of the budget book your table shows $100 
million in 1957 and identifies it as the unprogramed portion of the 
Development Assistance Fund and states that it is comparable to the 
contingency fund. Isthat correct ? 

Mr. Murpny. That $100 million is the appropriation which Con- 
gress made under section 401 (B) of the act. It is not Development 
Assistance Fund money at all. 

Mr. Passman. Was there money in addition to the $100 million ? 

Mr. Murpny. Yes, sir. 

Mr. Passman. Let us read the language of the second sentence: 

In addition, the unprogramed part of the $250 million of Development Assist- 
ance appropriated pursuant to section 201 may be considered in part comparable 
to contingency funds. 

Mr. Mcurrny. You want to know what that amount was? 

Mr. Passman. Yes, I want to know what it is. How much was the 
unprogramed portion that may be considered in this category? 

Mr. Mcurrny. $100 million. 

Mr. Passman. That iscomparable to the contingency fund ? 

Mr. Murpny. Yes, sir. 


PROGRAM REDUCTIONS TO MEET CONTINGENT REQUIREMENTS 


Mr. PassmMan. W ith reference to your examples of contingency, 
beginning on page 77 of the budget book, please tell us what programs 
were reduced to make available the necessary funds. 

Mr. Barnes. Mr. Chairman, during the course of the current fiscal 
year we have reduced various illustrative programs that were submit 
ted to the Congress a year ago by a total of $198.4 million. Would 
you like me to go through that on a countr y-by-country basis ? 

Mr. Passman. You have given the total. 

Mr. Denton. Isthat contingency fund 7 

Mr. Barnes. The chairman asked me to indicate what reductions 
had been made in order to meet the contingent requirements that were 
not included in the illustrative programs a year ago. I said the reduc- 
tions we had made in last year’s programs, this covers defense support. 
technical cooperation, special assistance, development assistance, and 
other programs, all together amounted to a total reduction of $198.4 
million. 
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Mr. Passman. Will you explain to the committee what damage 
to the program, if any, resulted from these reductions? 

Mr. Barnes. The situation varies considerably, sir, in individual 
cases. Following the appropriation of funds by the Congress the 
executive branch is required to adjust its programs to fit within 
the new appropriation level. This means that certain projects which 
it had originally been our intention to carry out have to be deferred. 
In certain cases political developments are such that a requirement 
no longer appears to be as great as it had originally been projected. 
In many of the cases where we made reductions in our programs 
last. September we have, as the result of unforeseen economic de- 
velopments, been forced to make further increases in them. 

But the effect of this would have to be judged on a case-by-case 
basis. 

Mr. Passman. Then we are going to have to judge it in such 
manner. We want to know what harm resulted from these reduc- 
tions, on what projects and in what countries, if the information 
is not classified. 

Mr. Barnes. May I go off the record on this, sir? 

Mr. Passman. Is what you are going to say classified ? 

Mr. Barnes. Yes, sir. If you are asking me to talk about indi- 
vidual country programs, I believe it would be classified. 

Mr. Passman. The economic aid information is classified ? 

Mr. Barnes. Yes, sir. 

Mr. Passman. Is it not true your programs were actually benefited 
from the necessity for careful reappraisal of planned items, and 
that this would not have been accomplished had some convenient 
contingency fund been available upon which to draw, rather than 
t: aking money out of unneeded funds for some of the other programs ? 

Mr. Barnes. I think the entire process, sir, of executive-legislative 
action on this program is a helpful process. I think the requirement 
placed upon us to come up and present programs to the Congress 
and to review those programs in the light of the congressional action 
is without any doubt a very helpful one. 

There is an implication in your question, sir, that I would like to 
correct. 

Mr. Passman. What is it? 

Mr. Barnes. Last year we submitted the special assistance category, 
as I explained in my statement, which included both programed 
funds of an amount of $100 million and a request for $200 million of 
unprogramed funds to meet emergency situations. One of the ac- 
tions we took in reducing our programs last fall was to reduce that 
original $10 millions of spec ial-assistance programs to $78.5 million. 
So that we had remaining in the special-assistance ac wend $147.5 mil 
lion for meeting unforseen or contingent requirements which might de- 
velop in the course of the year. 

So that there was that amount of funds avaible for purposes com- 
parable to those for which we are requesting the contingency funds 
this year. 

Mr. Denronr. Final appropriation was $225 million. 

Mr. Barnes. Yes, sir. We reduced the firm programs to $78.5 mil- 
lion and subtracting that from $225 million left $147.5 million avail- 
able last September to deal with contingency or emergency problems. 
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Mr. Passman. Are you answering me in the affirmative? I trust 
the gentleman understands I am not trying to be critical. I asked a 
question. 

Mr. Barnes. I thought I answered it. 

Mr. PassMAN. You did not answer it. I asked if your program did 
not actually benefit from the necessity for careful reappraisal of 
planned items, and whether this would have been accomplished if some 
convenient contingency fund had been available upon which to draw. 

Mr. Barnes. I said, first of all, I thought the reappraisal was a 
healthy thing. 

Mr. Passman. Thank you, Mr. Barnes. 

Mr. Barnes. Second, I said the implication that we had no contin- 
gency funds available was misleading because we did have $147.5 mil- 
lion. 

Mr. Passman. That is your interpretation. 

Mr. Barnes. Finally, even though the reappraisal was helpful, it 
does mean that certain requirements that we thought should have been 
met could not be met within the limited funds available. 


EFFECT OF PREVIOUS REDUCTIONS IN MUTUAL SECURITY APPROPRIATIONS 


Mr. Passman. For the fiscal years 1956, 1957, and 1958, the Congress 
reduced the budget estimates by $2,214,821,750. Do you think that 
the program was damaged substantially as a result of that large reduc- 
tion in the 3 years? 

Mr. Barnes. I do not know that I would say it was damaged sub- 
stantially, but I think that projects it would have been useful in our 
national interest to carry out could not as a result of that action be 
carried out. 

Mr. Passman. Please specify some of them for the record. 

Mr. Barnes. This has been discussed before this committee before, 
sir. In the reduction in the military assistance program it means 
deferring the deliveries of items of equipment which we had con- 
sidered necessary. That is a calculated risk. Unless military action 
breaks out there is no substantial damage as a result of that. This is 
a question where we set forth what we think in our judgment is the 
best thing to do and the Congress does what in its judgment is the best 
thing to do. 

Mr. Passman. What in the military program was damaged by this 
action ? 

Mr. Barnes. I think we have been unable to make deliveries this 
year of some of the items we had originally hoped to make. 

Mr. Passman. Would you name those items and the countries 
involved ? 

Mr. Barnes. I am not in a position this morning, sir, to go into that 
on an item-by-item basis. Mr. Shuff, in his first appearance before 
the committee, did do that and presented a table. 

Mr. Passman. Is there not a difference of opinion in the executive 
and legislative branches as to the value of the military aid programs? 

Mr. Barnes. I do not think it is a wide difference, sir. The net 
reduction made in military assistance in the two authorizing bills 


averages about 10 percent of our request. I do not consider 10 percent 
a wide difference. 








| 
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Mr. Passman. I am glad to have the gentleman’s statement on that 
matter. We shall keep i in mind when we mark the entire bill that 10 
percent is not considered a wide difference. 

Mr. Barnes. I said I did not consider 10 percent a wide difference 
of opinion. 

Mr. Passman. It is the policy of the United States to make avail- 
able to, free nations and peoples on request assistance which w ill sup- 
port their efforts to maintain their freedom 

Mr. Barnes. Yes, sir; I believe it is, if you are referring to the 
statement that I made in my initial prepared statement. 

Mr. Passman. I am referring to that. 

Mr. Barnes. That is a paraphrase, a rather short one, of section 2 
of the Mutual Security Act of 1954 which has been adopted by the 
Congress and sets forth this statement of policy as the sense of the 
Congress. 

Mr. Passman. Does this imply that the only test is whether these 
other countries request our assistance ¢ 

Mr. Barnes. No, sir. 

Mr. Passman. I believe you stated that while the executive branch 
had predicted a probable requirement in Morocco and Tunisia after 
they achieved independence, no programs were submitted to Congress 
but they were subsequently approved in amounts of nearly $30 million ? 

Mr. Barnes. That is correct, sir. This relates, sir, to the point I 
made on the previous page that among the requirements that fall into 
this category are some which we can predict each year at the time of 
a presentation as likely to arise but which we cannot pinpoint. This 
sentence that you just quoted i is an illustration of that. 

In making our presentation in the spring of 1956 we pointed out 
that there might be a requirement in the case of Morocco and Tunisia 
during the coming year bak we did not include illustrative programs 
at that time. 

Mr. Passman. Mr. Rooney. 

Mr. Rooney. I have no questions. 

Mr. Passman. Mr. Denton. 


STATUS OF ASTATIC, SPECIAL ASSISTANCE AND CONTINGENCY FUNDS 


Mr. Denton. In this particular fund you are asking for $200 
million ¢ 

Mr. Barnes. Yes, sir. 

Mr. Denton. You are asking $212 million in the special assistance 
fund ? 

Mr. Barnes. Yes, sir. 

Mr. Denton. These two funds were formerly together? 

Mr. Barnes. That is correct. 

Mr. Denton. That makes $412 million you are asking for? 

Mr. Barnes. Yes. 

Mr. Denton. Tell me how much you have available now from 
carryover in those three funds. First the Asiatic fund unobligated 
and unspent. 

Mr. Murpnuy. The Asian fund was $84,412,000 unobligated as of 
May 31. 

Mr. Denton. The old President’s contingency fund reverts to the 
Treasury at the end of this year? 








Mr. Murrpuy. The 1958 money ? 

Mr. Denton. No, 1957. 

Mr. Murpny. That one reverted last year, sir, June 30. That was 
$95.4 million obligated. 

Mr. Denton. Do you have any other money in the blank check 
funds carried over? Call it anything. I will not fight over nomen- 
clature. You know what I mean. 

Mr. Murruy. The only request 

Mr. Taner. If the gentleman will yield, the big item you have not 
touched this morning is the $625 million for the Development Loan 
Fund. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 

Mr. Denton. Let me try to develop these figures. You have some 
funds that are generally in the same category as this contingency fund 
and this speci: al assistance fund. How much do you have to spend 
other than this $84 million inthe Asiatic fund ? 

Mr. Murrny. During this month or after June 30? That is my 
problem. 

Mr. Denton. Give me both. 

Mr. Murrny. On the special assistance, the — million appro- 
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priation, there was $57 million unobligated on May 1 

On the Asian fund there was $84,412,000 unobligated on May 

Mr. Denton. Add those two together. How much is that? 

Mr. Murruy. $141.4 million. 

Mr. Denton. Add that to the $412 million that you are asking 
for this year and what do you have? 

Mr. Morpuy. Sir, this money here is not going to be available after 
June 30 unless Congress specifically reappropr iates it. 

Mr. Denon. You are asking us to reappropriate it. 

Mr. Murpuy. Only part of the $84 million, not all of it. 

Mr. Denton. How much are you asking us to carry over? 

Mr. Mureny. Roughly $80 million. 

Mr. Denron. You are asking us to reappropriate $80 million / 

Mr. Mcurrny. I hate to make this too complicated, but to the extent 
we obligate during June any part of that, that will not have to be 
reappropriated. 

Mr. Denton. We have $200 million in the contingency fund, $212 
million in the special assistance fund, and around $80 million in the 
Asian fund you are asking us to reappropriate. 

Mr. Murrnry. Minus any obligations. 

Mr. Denton. In round numbers that is half a billion. 

Outside of the redevelopment loan fund, is there anything else you 
are asking unlimited right to spend as you please ? 

Mr. Murer. No, sir. 

Mr. Denton. You are asking how much under the Development 
Loan Fund? 

Mr. Murpny. $625 million. 

Mr. Denton. In round figures you are asking that we give you $1.1 
billion to spend as you see fit ? 

Mr. Mcrrny. I cannot agree with that because the special assistance 
figure is all specifically programed out. We have gone over the pro- 
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gram country by country and it is not a contingent fund like the $200 
million. 

Mr. Denton. You are giving it as an illustrative proposition ? 

Mr. Murrny. That is right. That is our best estimate as to-how the 
$212 million will be spent. 

Mr. Denon. Turn to this special assistance, if you will, in the 
worldwide book. You do not program this in any way, do you? 

Mr. Murrny. Yes. The right hand column on page 52 spells out 
dollar for dollar what the $212 million is for. 

Mr. Denron. For the country, but you do not tell us what the 
program is. 

Mr. Murrny. In each regional book there is a table that spells out 
both the project and nonproject components of the aid. 

Mr. Den'ron. Then what is the purpose of putting it in special 
assistance ? 

Mr. Murpuy. Special assistance is a different kind of aid. Defense 
support is economic support to countries supporting significant mili- 
tary forces and which 1s needed to keep their heads above water eco- 
nomically. Special assistance is assistance, usually of a grant nature, 
to countries where we do not have significant military forces but it is 
intended to maintain economic and military stability. But that is 
programed out. The $200 million is a fully unprogramed account 
designed to meet the kind of situations Mr. Barnes referred to. 

Mr. Denton. You do have $625 million in the Development Loan 
Fund, $200 million in the contingency fund, and approximately $80 
million in the Asian fund which - you are asking Congress to appro- 
priate and let you spend in any way you please, : and then special assist- 
ance of $212 million can be added to that which is apportioned out 
to countries on an illustrative basis / 

Mr. Murrny. Yes. May I make one more comment in regard to 
the $80 million? I would say this, that the request for reappropriation 
of those funds during fiscal 1959 will be identified with specific projects 
which have been under negotiation with a number of countries, some 
of them for a period of 2 years or more, and there will be no doubt 
when we leave this hearing room tomorrow exactly what that $80 
million will be used for by project, so it will not be any blank check. 

Mr. Denton. If you do that, you will need less in the other funds? 
If you spend it this month you will need less for — rest of the year? 

Mr. Muretiy. No; because the requests for 1959 specifically were 
built on a basis which presumed the continuation of the Asian develop- 
ment fund. 

Mr. Denton. That is all. 


DEVELOPMENT LOAN FUND AVAILABILITY 


Mr. Passman. When referring to the $625 million of the Develop- 
ment Loan Fund, you are dealing only with an authorization. You 
have requested that the Congress appropriate $625 million. You also 
have indicated for the record that there will be $175 million unobli- 
gated from the prior year ’s appropriation. 

Mr. Murry. That is correct. 

Mr. Passman. In the event Congress should grant your request you 
would have $800 million in the Development Loan Fund? 

Mr. Mvreuy. That is correct. 
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TOTAL ESTIMATE FOR NONMILITARY ASSISTANCE 


Mr. Passman. If we return to your computation where we estab- 
lished $2.109 million for economic assistance, would you add to that 
amount the Development Loan Fund ? 

Mr. Mureuy. No; that was in the $2 billion figure. 

Mr. Passman. Let us add the $175 million to it. 

Mr. Murruy. Then I get $2.189 million. 

Mr. Passman. $2,189,000,000 available in the several categories of 
economic assistance ¢ 

Mr. Murpny. Thatisnotall,sir. I want tobe fair. 

For economic type assistance for 1959 the President asked for 
$2.142 million. 

Mr. Passman. You are dealing with unexpended balances, Mr. 
Murphy ? 

Mr. Murrny. You asked me to add defense support, contingency, 
and so forth, and get a total. The request for nonmilitary assistance 
is $2.142 million, and in your caleulation you would add $175 million 
of the Development Loan Fund money of 1958 which is not expected 
to be obligated by June 30. That would give you $2.317 million of 
nonmilitary appropriations. 

I am speaking of the President’s request. for new appropriations 
for nonmilitary for 1959 plus $175 million Development Loan Fund 
money that would be unobligated on June 30. 


ESTIMATED UNEXPENDED BALANCES FOR NONMILTARY ASSASTANCE 


Mr. Passman. Would the gentleman place in the record the amount 
of unexpended funds in each of the categories we have discussed ¢ 

Mr. Mvrrny. I will be happy to. 

(The information follows :) 


Estimated unexpended balance as of June 30, 1958, for nonmilitary assistance 
MSP funds 


{In thousands of dollars] 


I ass ES Sarge chicicn decisis al ernaa ci alan eels ancien Cie $910, 688 
SUNT" con cers ns hice etree otc iceland etepalgabeaa on 168, 211 
Roeroreneey cee Bem eS Lest kee ace 290, 118 
amcerens | commereiiien s oi3 in ok st es oe ee es a a 176, 397 
Beet, WIIG, . 8 EL ciel edociinnpiukegeedasaeaneemess 133, 058 
I na pcs as ee i Ra gel ae 157, 018 

TN aisle esgic esac tals bps goign oleate ogee 1, 835, 490 


Mr. Passman. May I state to the gentlemen that it will not be neces- 
sary for Dr. FitzGerald to come before this committee. I polled the 
committee and the majority are willing for him to send a letter and his 
statement, and that will be sufficient. 

Mr. Murpny. I am sorry to hear that because we believe that Dr. 
FitzGerald, in his oral testimony and in his responses to questions, 
would develop a lot of important information about specific projects 
that would be helpful. 

Mr. Passman. We are dealing with an appropriation that is 3 years 
old, and it is a simple request in the President’s language to reappro- 
priate this money. We want Dr. FitzGerald to make a full and com- 
plete statement as to the executive department’s wishes and the pro- 
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posals for spending the funds. With the high regard we have for Dr. 
FitzGerald, his statement and letter will have great weight with the 
committee. 


STATUS OF DEVELOPMENT ASSISTANCE PROGRAM 


Mr. Avexanver. In the development assistance program I under- 
stand you have not requested any new funds for this year ? 

Mr. Murreny. That is correct. 

Mr. ALexanper. How much money do you have still to be spent on 
that program ? 

Mr. Murrny. Out of the $52 million we had available this year, the 
expenditures through May 31 amounted to $151,000. However, $47 
million-plus of it was obligated at the end of May ’and the unobligated 
which we expect would be used this month amounted to about $4 
million. 

Mr. Atexanper. Are you going to have obligated at the end of this 
year all of that fund ? 

Mr. Murrnuy. We expect to; yes, sir. 

Mr. Avexanper. As of the latest available date how much has been 
obligated ¢ 

Mr. Mcrruy. We had $47 million-plus obligated on May 31 and the 
balance of $4 million-plus is oan to be obligated during June. 

Mr. Arexanper. What is the estimated status as of June 30? 

Mr. Mcreny. We would expect nothing to be unobligated. We 
expect the full $52 million will be obligated by June 30. 

Mr. ALExANpprR. To what uses are these moneys being put? 

Mr. Mvcrprry. These $52 million were specifically identified with 
programs in three countries where, due to some last-minute hitches, 
the money did not get obligated in 1957. Those countries were Saudi 
Arabia, Burma, and Indonesia. It is expected that will be obligated 
by the end of this year. The bulk has already been obligated. 

Mr. Avexanper. On this program which you are not carrying for- 
ward in 1959, is that because you are putting that type of program in 
the development loan area ? 

Mr. Murrny. Certainly that is part of the reason, Mr. Alexander. 
The availability of the Development Loan Fund for loans of this type 
of project would make another account for the same purposes. For 
example, in Burma the amount is all loan money, and I think a portion 
in Indonesia is also loan money. 

Mr. Avexanper. There was some suggestion, I believe by Secre- 

tary Robertson, that certain countries ‘ought to be given grants in- 
stead of loans. Is any thought being given to that idea now or not? 
I think he mentioned Korea where he said it was foolish to make 2 
loan at this time. 

Mr. Murruy. In Korea the only categories of assistance are mili- 
tary assistance, defense support, and technical cooperation. It is true 
the contingency fund in 1959 could be used for additional assistance 
to Korea on a grant basis. Any assistance which Korea gets from 
the Development Loan Fund would have to be, of course, a loan. 
There are several countries where programs are proposed under the 
heading of special assistance where the assistance is expected to be on 
au grant basis, at least one of which was mentioned earlier because it 
was impracticable to consider a loan for that country. 
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REASQN FOR REVERTING TO CONTINGENCY FUND 


Mr. Avexanper. As I understand, in 1957 you had a contingency 
fund as such ? 

Mr. Mourrny. Yes. 

Mr. AvexaNper. In 1958 it was combined with the special as- 
sistance? 

Mr. Mureny. That is correct. 

Mr. Avexanper. And in 1959 we go back to the contingency fund / 

Mr. Moureuy. Yes. 

Mr. AvexAnper. Why the jumping around / 

Mr. Morruy. I prefer Mr. Barnes to answer that question. 

Mr. Avexanper. Is there any good valid reason why, other than 
to get more and more funds? 

Mr. Barnes. The reason, I think, has been amply demonstrated in 
the course of our discussion this morning. There developed a high 
degree of confusion in everybody’s mind as to the distinction be- 
tween what we call special assistance and the contingency fund. They 
are not interchangeable and not the same type of program. Special 
assistance is much closer as a program to defense support. It is set 
forth with illustrative programs, there are exact criteria in the presen- 
tation book we must follow, and the only substantial difference is this: 
Defense support is to countries where we are supporting substantial 
military forces, and special assistance is to countries where we are not 
supporting substantial military forces. 

Because of this confusion that had developed, the President sug- 
gested, largely as a matter of clarification, that the two be separated. 


CONTINGENT FUND AVAILABILITY, 1958 


Mr. Atexanper. Out of the 1958 amount, how much was contin- 
gency fund? 

Mr. Barnes. The President’s request to the Congress last year was 
for slightly more than $300 million; $100 million was shown in il- 
lustrative country programs, and the other $200 million was requested 
for meeting emergency or contingency requirements. 

The final action of the Congress in cutting that $300 million request 
to $225 million led the executive department to adjust the programed 
portion of those funds. So I think the answer to your ee is 
that as of the time you appropriated $225 million last year, $78.5 mil- 
lion would be comparable to what we now call special assistance, and 
$147.5 million is comparable to what we this year call the contingency 
fund. 

Mr. AtexAnpver. That is all. 

Mr. Denton. May I ask one more question / 

Mr. Passman. Mr. Taber, do you yield to Mr. Denton ? 

Mr. Taper. Sure. 

Mr. Denton. The development assistance program in 1957 was 
$206 million ? 

Mr. Barnes. The appropriation was $250 million. 
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PURPOSE OF SPECIAL ASSISTANCE AND DEVELOPMENT LOAN FUNDS 


Mr. Denon. And you are asking $212 million special assistance, 
and special assistance is really taking the place of the development 


assistance, and the Development Loan Fund is something added on 
that? 


Mr. Barnes. That is not entirely correct. 

Mr. Denon. It is close to it. 

Mr. Barnes. May I try to draw a distinction on that. 

The old section 201 authorized funds for economic development and 
also for maintaining and promoting political and economic stability. 
In setting up the development loan fund last year, we took out of 
the old section 201 those programs that were of a developmental na- 
ture. We also took out of defense support those programs of a de- 
velopmental nature. So what we combined in the Development. Loan 
Fund was what had been previously done under defense support and 
under section 201 for the purpose of achieving economic development. 
There remained what we had done under section 201 for the purpose 
of mainfaining and promoting economic and _ political stability. For 
example, our special assistance program in Israel is not designed to 
achieve economic evelopment. So we established the category of 
special assistance to take care of those things done under the ‘old sec- 
tion 201. 

Mr. Denton. The Development Loan Fund did not work well be- 
cause there were not many places you could make loans / 

Mr. Barnes. The purposes are quite different. If we are providing 
funds for the purpose of achieving economic growth in a country, 
under our present legislation they must go to the Development Loan 
Fund and meet the criteria established for the Development Loan 
Fund. Of course in a case where no repayment is possible at all, we 
turn to special assistance for that purpose. 

Mr. Denon. Have you heard the directors here? If you have, you 
have not heard them pick out many countries where you could make 
development loan funds. 

Mr. Barnes. The Loan Committee has already approved proposals 
for over $200 million. 

Mr. Denon. It is $175 million, is it not ? 

Mr. Barnes. That is our estimate of how much will be unobligated 
on June 30, but we have already earmarked over $200 million. 

Mr. Denton. You heard the directors, practically all of them, say 
you could not make development fund loans in their countries. 

Mr. Barnes. No, sir. If it is a revenue-producing project you can 
certainly do it under the Development Loan Fund. What the regional 
men have said is that in many countries there is a requirement for grant 
assistance in order to maintain the present level of military activity 
and the present level of economic activity, but if you are going to go 
beyond that, particularly if it is a revenue-producing project, it is 
quite possible to do that by the Development Loan Fund. 

Mr. Denton. You think you can do that in Korea? 

Mr. Barnes. Yes. 

Mr. Denton. That is all. 


PRESIDENT’S SPECIAL ASIAN FUND 


Mr. Passman. If the gentleman from New York will yield, |] 
wish to repeat that, I feel quite certain Dr. FitzGerald will be able to 
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cover the points fully in a written statement to the committee on the 
3-year-old Asian fund which expires on June 30. Will you please 


convey to Dr. FitzGerald the regards of this committee? We all hold 
him in high esteem. 


Mr. Murruy. May I ask the privilege of supplementing the pre- 
pared statement already presented to the committee, then ? 

Mr. Passman. I have not had an opportunity to read the prepared 
statement. The doctor may make his statement as lengthy as he 
wishes and may supplement it in any manner he wishes in regard to 
this appropriation that is about to expire, but we should like to receive 
it, if possible, by tomorrow. 

Mr. Mourruy. We will do our best. 


Mr. Passman. Dr. FitzGerald did present one statement. If he 
wishes to supplement that presentation he may do so. 
(The statement of Dr. FitzGerald follows:) 


STATEMENT BY Dr. D. A. FirzGeratp, Deputy DIRECTOR FOR OPERATIONS, ILNTER- 
NATIONAL COOPERATION ADMINISTRATION, ON PRESIDENT’S FUND FoR ASIAN 
EcoNOMIC DEVELOPMENT 


I appreciate the opportunity to report on the present status of the President’s 
Fund for Asian Economic Development and the reasons for our request for the 
reappropriation of certain of the unobligated funds which may remain on June 
30, 1958, but which are programed for certain projects. 

The Mutual Security Act of 1955 established, under section 418, the Presi- 
dent’s Fund for Asian Economie Development for which $100 million was appro- 
priated to remain available for obligation during the 3 fiscal years ending June 
30, 1958. The legislation, designed to foster regional cooperation in the eco- 
nomic growth of free Asia, directed that preference be given to projects and 
programs which would contribute to promoting greater economic strength in 
the region as a whole or in a group or groups of countries in the area. The 
Mutual Security Act of 1956 repealed section 418 but made provision under 
section 201 for the appropriated funds to continue available under the provisions 
of and for the purposes set forth in the original section 418. Section 201 was 
repealed by the Mutual Security Act of 1957, but the authority was continued 
by section 543 (d) of that act. 

The Asian economic development fund was designed to assist in the promo- 
tion of positive regional economic cooperation in Asia. It was hoped political 
cooperation might also thereby be encouraged. Very little regional cooperation 
has existed in this area historically. New patterns of thought had to be de- 
veloped, and that takes time. The very fact that many of the countries in the 
area are newly independent and very much concerned about their sovereignty 
makes cooperation difficult. Political, religious, and language differences among 
the countries further complicate the problem. ‘Thus, a program specifically 
designed to encourage regional cooperation was bound to take time. The 
executive branch itself has at times underestimated the difficulties of under- 
taking certain projects. There would have been no difficulty in using this fund 
for bilateral projects, but we have stuck to the original regional concept despite 
the difficulties because we think the regional concept is very important. 

As of now, about $20 million (including the amount for malaria eradication) 
have been obligated. Projects which are now close to the obligation stage total 
about $76 million as shown in the table. Accordingly, we are requesting the 
reappropriation of funds unobligated as of June 30 for these specific projects to 
permit orderly completion of the necessary agreements early in fiscal year 1959. 
It should be noted that the India-Japan iron ore loan in the amount of $20 
million and the loan component of the southeast Asia telecommunications project 
will not be considered as firm obligations until the loan agreements are signed. 
We cannot tell for sure whether the loan agreements will be signed by June 30 or 
shortly thereafter. It will also be noted that about $4 million of the fund fs 
not now programed and this amount will lapse as of June 30, 1958. 

I wish to report to you on the major projects to illustrate the problems 
encountered in obligating funds and the problem of making precise estimates. 
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It took over a year to obligate $5 million for the Nepal-India roads project. 
It took so long because we negotiated a trilateral Nepal-India-United States 
agreement on this project. We did this because in our judgment it provided, 
despite the difficulties, a much firmer basis for the project itself and an 
important precedent for the future. This project is an outstanding example 
of cooperation between United States and India in assisting a third country. 
The benefits accrue to India and Nepal but in terms of closer association with 
and between two countries, the United States also benefits. 

The Mekong River project is a good illustration of the time problem inherent 
in regional projects. Back in 1955, ICA financed a reconnaissance survey of the 
Mekong River Basin at the request of the four riparian countries. The coun- 
tries studied the report and recommendations and requested further studies 
through ECAFE. These were completed and discussed. It was not until last 
autumn that the four countries joined together to establish a committee to get 
to work. It was clear throughout this period that a river as large as the 
Mekong and running through four countries required a joint approach. We felt 
we should not obligate funds until the foundation for coordination was laid. 
On the basis of a report prepared for the four-country committee, in January 
of this year, we are now working with the countries on a project. Our offer 
of such aid at the recent ECAFE meeting in Malaya was very favorably 
received not only by the countries directly concerned but by all the Asian 
countries as an important contribution to economic development and coop- 
eration in the region. The necessary agreement with the four countries was 
signed in May. Afghanistan and Pakistan, which have had certain political 
differences, have now completed negotiation of a transit agreement in connec- 
tion with a $27 million project for improving rail and road facilities to help 
mutual trade and to give landlocked Afghanistan better access to the sea. It 
would have been possible, of course, to proceed with the obligation of funds 
in each country without insisting on a transit agreement. But in terms of 
the objectives of the fund as well as the need to assure a sound project, we felt 
it was important that such agreement be completed prior to obligation of funds. 

In March of this year, India and Japan after years of discussions reached 
agreement on arrangements covering sales to Japan of iron ore which Japan’s 
steel industry vitally needs. This agreement provided a basis for the United 
States to consider an Indian loan application for railroad and port improve- 
ments to permit the ore to move from the mines. We are now negotiating the 
necessary agreements with India. 

Another major project, the southeast Asia telecommunications project, pre- 
sented difficulties which are not primarily due to delays on the part of the 
countries. The delay has arisen from the fact that the plans worked out by 
the engineering contractor did not in our judgment nor in the judgment of an 
independent technical authority who evaluated them, provide a feasible basis— 
technically or financially—for the obligation of funds. We have had to develop 
a more modest project. This project has now been discussed with the four 
countries and the necessary agreements are being worked out. 

The examples I have cited do more than illuminate the obligation record. 
They are also examples of encouraging developments. The very existence of 
the AEDF has contributed substantially to the attainment of United States 
objectives. The countries in the area have been aware that it was available 
for regional projects. This has encouraged them to make very real attempts 
to get together. Afghanistan and Pakistan have their differences, for example, 
but discussions between them of a transit agreement precedent to our assisting 
in the improvement of joint transportation facilities have gone a long way toward 
improving their relations. Other projects which have been or are being con- 
sidered whether or not they will now come to fruition, have required consulta- 
tions among the countries concerned and they have given common consideration 
to common problems. It is significant that the period of the fund’s existence 
has seen a marked increase throughout free Asia, including Asian regional 
organizations, in regional economic cooperation. 

Although it has taken time, negotiations leading to projects which would use 
available funds are well on the way to completion. Most of the money can 
be obligated within the next few months. 

I wish to emphasize one point. This is a program which is making a par- 
ticularly important contribution toward sound self-help cooperation in Asia. 
Reappropriation will permit an orderly completion of projects and programs 
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which together can provide an example and a nucleus for further progress toward 
this goal. 

I am prepared, if the committee so desires, to take up each project under the 
fund, report its status, and bring up to date the material on the fund in the 
presentation book. 

Since the time the presentation book was prepared, the Mekong River data 
collection project referred to earlier in my statement was developed. United 
States financing for this project in the amount of $2 million is to cover the 
eosts of a 3-year contract for an engineering firm to develop a uniform system 
in the riparian countries for the collection of hydrologic, meterologic, and 
related data. This firm will also install data collection equipment and train 
local personnel in its use. The remainder of the United States financing will 
be to finance the purchase of equipment and cover costs relating to the installa- 
tion of such equipment. 

Other projects on which ICA is proceeding are: 


(A) SEATO ENGINEERING GRADUATE SCHOOL 


This project was proposed by Thailand at the recent SEATO Council of 
Ministers meeting in Manila. An amount of about $425,000 might be involved. 
The project calls for creating a graduate school specializing initially in hydro- 
logical engineering at Chulalongkorn University, which would be available 
not only to Thailand but also to the Philippines and Pakistan who are mem- 
bers of SEATO and to other students from the free Asian area. 


(B) REGIONAL TOURISM SURVEY 


This project in the amount of about $150,000 was developed by the Pacific 
Area Travel Association and would cover most of the countries of the Far 
East. Its objective would be to collect data and formulate recommendations 
designed to increase foreign exchange earnings in the region from travel and 
tourism. The Far East now receives an almost insignificant fraction (as com- 
pared with Europe) of total travel and tourist expenditures. The potential 
earnings from tourist traffic to and within the Far East are very large. 


(C) MARINE RESEARCH IN THE GULF OF THAILAND AND SOUTH CHINA SEA 


ICA is negotiating with Scripps Institute of Oceanography a 2-year program 
amounting to about $560,000 under which a fully equipped oceanographic 
vessel and a scientific team would study the Gulf of Thailand and South China 
Sea. The data collected could have significant benefits for commercial fishing 
in those waters. The project, of benefit to Thailand and Vietnam, would in- 
clude training aboard the vessel of the nationals of these countries in ocean- 
ographic research techniques and analysis. 


(D) REGIONAL TRAINING CENTERS IN THE PHILIPPINES 


A project has been developed for the expansion of the Philippine Labor 
Education Center to train Asian labor leaders. The amount of $371,000 required 
will be used for physical facilities and expert services. Also in process are 
projects for assisting the Institute of Public Administration and an agricultural 
credit training center at Los Banos to provide training to nationals from other 
Asian countries. 
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Status of AEDF funds as of June 12, 1958 


{In thousands of dollars} 


—— 


Total Grant | Loan 
Obligated: | 
Ceylon country program $99 | $99 |. 
Indonesia country program 3, 992 3, 992 
Nuclear center survey ; 171 171 
SEA telecom survey ! 11,449 1, 449 
A fghanistan-Pakistan transit survey 149 149 
Nepal-India roads 5, 000 5, 000 | 
Mekong River project 2, 000 2, 000 }. 
English language training 1, 505 1, 505 
Scientist program 800 800 | 
SEATO skilled labor survey 15 15 
Total 15, 180 5, 180 
Malaria eradication 2 2 4, 893 2 4, 893 
Total, including malaria 20, 073 20, 073 
In process of obligation: 
SEATO skilled labor 2, 300 2, 300 
Thailand $1, 000 
Philippines . 650 
Pakistan . 60 i 
SEATO engineering graduate school 425 425 ‘ 
India-Japan iron ore 20, 000 $20, 000 
Regional tourism survey 150 150 
Labor education center . 371 371 
Nepal communications 1,350 1, 350 
Afghanistan-Pakistan transit project 26, 701 26, 701 | 
Marine research 560 | 560 | 
Mekong Fiver project (additional request) 200 200 }__.- 
SEA telecom 23, 400 13, 100 10, 300 
Agricultural credit training center 175 175 |_- 
Institute of Public Administration 36 36 | 
Total 75, 668 45, 368 | 30, 300 
Total.. 90, 848 60, 548 | 30, 300 
Total, including malaria. a 6 788 t.335-<- a 
Balance unprogramed_.___ ; 4, 259 452 | 3, 807 


Excludes $425,000 estimated saving on Hycon-Page contract. 


2 Amount actually obligated as of June 12, 1958, is $4,268,000. The balance is expected to be obligated prior 
to June 30. 


INTERNATIONAL COOPERATION ADMINISTRATION, 
Washington, D. C., June 20, 1958. 
Hon. Otto E. PASSMAN, 
Chairman, Subcommittee on Foreign Operations, House Appropriations 
Committee, House of Representatives, Washington, D. C. 

DeAR Mr. CHAIRMAN: In accordance with the understanding reached between 
you and Mr. J. E. Murphy, Controller of ICA, on June 19, I have prepared and 
am transmitting herewith a supplement to my prepared statement on the status 
of the Asian Economic Development Fund which has already been delivered to 
your committee. The two statements when read together present a fairly com 
prehensive résumé of the status of this fund. 

Of the $100 million appropriated for the fiscal years 1956, 1957, and 1958, 
approximately $95.8 million will be required to finance the various projects. A 
substantial portion of this $95.8 million will in all probability actually be obli- 
gated before the close of fiscal year 1958. The remainder will involve projects 
which are in advanced stages of negotiation. Because of the complicated nature 
of the multilateral negotiations which have been involved, however, it is probable 
that a number of these projects will not be obligated by that date. The Afghan 
istan-Pakistan transit project described in the supplement is an illustration 
not only of the international complications involved, but also of the tremendous 
potential benefits which can be obtained from such projects. 

The President has requested that the funds necessary to consummate the 
negotiations be continued available for fiscal year 1959. Until such time as the 
fiscal year has ended, it is impossible to state precisely the amount of the funds 


necessary to be reappropriated to achieve the purpose involved. I will, of course, 


keep your committee currently advised of the obligation status of the fund, but 
25164—5S——-&0 





"7 i 
1264 


in view of the fact that your committee must report the appropriation bill for 
the mutual security program for fiscal year 1959 before final information be- 
comes available, I earnestly request that the committee include language which 
would reappropriate the unobligated balance remaining on June 30, 1958, with 
the exception of $4.2 million. 

I would be most happy to supply any further information you might request 
with respect to any, or all, of the projects involved. 

Sincerely yours, 





D. A. FrrzGeraLp, 
Deputy Director for Operations. 


Afghanistan-Pakistan transit project, $26,701,000 


Description and history—The Afghan portion of the project consists of almost 
$19 million for the rebuilding of the Kandahar-Kabul road; paving the Chaman- 
Kandahar road; and extending the Northwestern Railway from the border 
near Chaman to Spin Baldak and constructing the necessary terminal facili- 
ties. The Pakistan portion of the project consists of $7.7 million to finance 
improvement in track and layout, signaling equipment, construction of a new 
freight-marshaling yard, additional rolling stock, construction of necessary rail 
and custom facilities at the border, and technical assistance at the port of 
Karachi. The project will reduce from months to weeks the transportation 
time in shipping goods from and into Afghanistan and will reduce costs and 
eut pilferage. The project will contribute importantly to the development 
of Afghanistan’s commercial relations with Pakistan and other countries. 

Discussions and studies concerning this project have been in process since 
early 1956. After preliminary discussions with the two Governments the Ameri- 
ean engineering firm, Koebig & Koebig, was retained to study the transporta- 
tion facilities serving Afghanistan’s trade via Pakistan with the free world 
and to recommend the improvements and extensions of these facilities required 
to speed and increase this trade. The Koebig report was completed and pre- 
sented to the Governments of the two countries in January of 1958. On the 
basis of this report, detailed projects for improving transportation facilities 
were developed and have now been agreed upon. Simultaneously, negotiations 
between the two Governments concerning the conditions and procedures appli- 
eable to Afghan trade through Pakistan were begun. These negotiations 
culminated in a visit to Afghanistan late in May by the Pakistan Finance 
; Minister and the Minister of Commerce. On May 30 a transit agreement was 

signed between the two Governments. 

Why extension of fund availability is required.—As has beeen made clear 
to the Afghanistan and Pakistan authorities throughout the course of discus- 
sions concerning this project, the entry into effect of a firm agreement between 
the two countries under which Afghan trade would be able to move freely 
through Pakistan to and from world markets is an essential prerequisite to 
United States financing of the transportation facilities designed to serve that 
trade. To date, even though specific agreement has been reached concerning 
the facilities recommended by Koebig & Koebig which ICA would finance, and 
even though a transit agreement which gives satisfactory assurances con- 
cerning the handling of Afghan trade has been signed, it has not been possible 
for the two countries to exchange ratification instruments. In view of the 
great importance we attach to the transit agreement, we consider it desirable 
to wait until that agreement has been formally ratified before finally com- 
mitting United States funds for the transportation facilities. While ratifica- 
tion is not a difficult process, it does require action by the legislative bodies 
of the two countries. Neither of these bodies is now in session and it may be 
several months before ratification can be completed. It does not appear that 
it will be possible for exchange of ratification instruments to take place prior 
to June 30. As soon as the agreement is ratified, however, it will be essential 
to obligate the funds required right away. Inability to finance these improved 
facilities would severely limit the effectiveness of the transit agreement (even 
assuming the two countries would consider it worthwhile to proceed with the 
agreement), would dissipate the time, effort, and money invested in develop- 
ment of the project and negotiation of the project agreement and would be 


most unfortunate from the standpoint of our reputation with the two countries 
involved. 
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Southeast Asia telecommunications project, $23,400,000 


This project covers the rehabilitation of existing plant and construction of 
new facilities to provide telecommunications facilities within and between Thai- 
land, Vietnam, Laos, and Cambodia. An additional $6 million of fiscal year 
1958 MAP funds has been approved to cover the military portions of the system. 
Thus, the AEDF amount together with the MAP funds and $1.2 million pre- 
viously approved under the Vietnam country program bring the total project 
cost to $30.6 million. The countries’ shares in the project are as follows: 

Thailand: $7 million (AEDF loan) ; $7 million (AEDF grant) ; $3 million 
(MAP). 
Vietnam: $3.3 million (AEDF loan); $8 million (AEDF grant); $0.5 
million (MAP) ; $1.2 million (country program). 
Laos: $1.6 million (AEDF grant) ; $1 million (MAP). 
Cambodia : $1.5 million (AEDF grant) ; $1.5 million (MAP). 
The project is based on work performed under the Hycon-Page survey and on 
the evaluation, modification, and recommendation prepared by Raymond Foulk- 
rod, former chief engineer of the Michigan Bell Co. The system will initially 
satisfy all immediate commercial, governmental, and military requirements and 
is so designed to permit expansion quickly and economically as demands for 
service increase. The work plan includes training of local technicians in mainte- 
nance and repair and management advisory services and training of administra- 
tive personnel. The project is regarded as a vital prerequisite to economic 
development, improved government administration, and military security in the 
countries. The project will also contribute to improving the communications 
and relations between the governments and businessmen of the countries. Dis- 
cussions with the countries on the project have been completed and the necessary 
agreements are being prepared. 

Funds for this project should be reappropriated if necessary because of its 
importance to the four countries and to the United States. Failure to carry 
over the necessary funds could result in a distorted project. In the case of 
Cambodia and Laos where the funds involved are on a grant basis there is only 
one agreement required for each country in order to obligate the funds, whereas 
in the case of Thailand and Vietnam, a loan agreement for each country is 
necessary in addition to the normal project agreement. The loan agreements 
take time to work out. It would be unfortunate to have a situation result where 
obligations are completed in the case of Laos and Cambodia and not for the two 
most important countries, Thailand and Vietnam. Since the Thailand and 
Vietnam loan agreements are close to completion, the obligation process can be 
completed in the weeks immediately ahead. This will produce a comprehensive 
project for southeast Asia rather than a project which is distorted because of a 
legal inability to complete in an orderly fashion the necessary agreements. If 
the project could proceed on the comprehensive basis as planned, it will represent 


eventually a major step in improving cooperation among the countries of the 
area. 


SEATO SKILLED LABOR AND SEATO ENGINEERING GRADUATE SCHOOL 
SPATO skilled labor, $2,300,000 


A handicap to industrial development and the proper maintenance of present- 
day military equipment is lack of skilled workers. In recognition of this prob- 
lem and based on a SEATO study, the United States offered through SEATO 
to provide assistance to SEATO Asian members (Thailand, Pakistan, and the 
Philippines) to improve instructional training in mechanical, building, and other 
skills. Specifically through contract services : 

(a) One million dollars has been approved for Thailand to strengthen and 
improve vocational educational teaching. Funds are mainly earmarked for 
commodities and United States technicians to convert up to 15 carpentry schools 
to general vocational institutions. The project agreement will be signed soon. 

(6b) Six hundred and fifty thousand dollars is being allotted to Pakistan to 
initiate a system of apprenticeship and job-oriented technical training under the 
auspices of the Ministry of Labor at Karachi and Dacca. The funds will be used 
for three United States technicians, participants, and equipment costs. 

(c) Six hundred and fifty thousand dollars will be provided to the Philippines 
for carrying out its apprenticeship-training law; development of textile mainte- 
nance workers, and establishment of an improved method for the collection and 
analysis of skilled worker needs and labor force data. Support will cover costs of 
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Philippine personnel, three United States technicians, and instructional equip- 
ment and training aids. 


SEATO Engineering Graduate School, $425,000 


This project was proposed by Thailand at the recent SEATO Council of Min- 
isters meeting in Manila. The project calls for creating a graduate school spe- 
cializing initially in hydrological engineering at Chulalongkorn University, which 
would be available not only to Thailand and Pakistan but also to the Philippines, 
who are members of SEATO, and to other students from the free Asian area. The 
work will be done by means of a contract with a United States university. 

Funds for these projects should be reappropriated in the event that the obliga- 
tion process is not completed by June 30, 1958, not only because of the usefulness 
of the projects, but because of their importance in our SBHATO relationships. ° 
The projects will be specific actions by the United States Government in con- 
tributing to the strengthening of the SEATO alliance by demonstrating that 
SEATO is concerned with problems of a nonmilitary nature in the Asian area 
rather than being solely a military organization. These projects will be further 
evidence of the United States desire to carry out the economic objective of the 
pact. The Secretary of State, in furtherance of strengthening SEATO, indicated 
at the SEATO Council of Ministers meeting in 1956 that the United States was 
prepared to assist in attacking the problems of the shortages of skilled labor 
which impeded economic development in Asian member countries. Subsequently, 
a study group consisting of representatives of the SEATO countries prepared a 
report and recommendations on the problem. The projects in Thailand, Pakistan, 
and the Philippines have been developed and approved, but require final negotia- 
tion of agreements in order to obligate the funds. This process is expected to be 
completed in the weeks immediately ahead. 

With regard to the SEATO Engineering Graduate School, this project was first 
proposed informally by Thailand at the SEATO Economic Experts Committee 
meeing in November 1957. At the SEATO Council Ministers meeting in Manila, 
March 1958, the SEATO Ministers (including the Secretary of State) approved 
the project in principle. It has taken some time to refine the project details, and 
the United States Government is now in the process of completing the necessary 
agreement with the Government of Thailand. This will be completed in the weeks 
immediately ahead. 


Nepal telecommunications, $1,350,000 


This project will provide Nepal with a much-needed telecommunication system 
within the country (linking the 82 political districts) and connecting Katmandu 
with New Delhi and Calcutta. The system will be designed to facilitate future 
expansion to provide international services between Nepal and other countries. 
The system is simple in concept and designed to meet governmental and commer- 
cial needs in the foreseeable future. Of the assistance for the project, $50,000 is 
for facilities physically in India. 

This project has been under development since early 1957. An ICA telecom- 
munications engineer visited India and Nepal in the fall of 1957 to study Nepal's 
requirements and problems of linking up the Nepalese system with facilities in 
India. His report was completed early in 1958, and development of a detailed 
project plan on the basis of this report was completed in March. We believe that 
full agreement has been reached on all details of this project and that the project 
agreement will probably be signed by both Governments prior to June 30. Two 
changes in administration have taken place in the Government of Nepal since the 
beginning of the year, however, which has made it difficult for Nepal to complete 
its consideration of the subject. It is possible that the new Government may wish 
to study the matter a little longer before final agreement. We are confident, 
however, that it will reaffirm the agreement of its predecessors when it has com- 
pleted its studies, and we consider that it would be extremely unfortunate for 
our relations with Nepal if we were unable to provide this financing at this time. 


PHILIPPINE THIRD COUNTRY TRAINING CENTERS 


Labor Education Center, $371.000 


This project broadens to a regional scope the existing Labor Education Cen- 
ter. The bulk of the funds will be for a building with lesser sums for a United 
States technician and local instructors. The center conducts resident training 
and seminar courses in various aspects of union activity with emphasis on the 
importance of free, responsible unionism. 
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Agricultural Credit and Cooperatives Institute, $175,000 

This is a joint undertaking with the Council on Economie and Cultural 
Affairs under which the AEDF will finance building costs, and the Council most 
personnel and operating expenses. The project will be located at and be closely 
associated with the University of the Philippine’s Agricultural College and offer 
special courses, seminars, and workshops in the cooperative credit field. 
Institute of Public Administrations, $36,000 

This program will offer a special 24-week course each year to a group of 
20 to 25 third-country participants in governmental tax problems. The project 
will be implemented through a 3-year contract with the University of the 
Philippines. 
Malaria Training Institute, $58,000 


This project will assist the present Philippine Malaria Institute to expand 
its facilities and staff to permit training of other Asians in the techniques of 
malaria control and eradication. 

Funds for these projects should be reappropriated if necessary since they 
will represent modest but significant steps to expand technical training facili- 
ties within the area for nationals of free Asian countries. Traditional close 
association with the United States, coupled with an environment similar to 
other Asian countries, makes the Philippines an ideal choice for encouraging 
other Asian countries to send their nationals to the Philippines for training in 
certain skills rather than to the United States. The development of the Philip- 
pines as a source for training will not only reduce the cost of training in certain 
fields but will also encourage among Asian countries the concepts of self-help 
and mutual cooperation among the countries of the area. The existence of the 
AEDF has stimulated many Asian countries to consider seriously various possi- 
bilities of using Such assistance to increase the amount of technical training 
that can be provided within the area itself. Failure to carry forward these 
projects because of the expiration of obligating authority may be expected to 
affect adversely the growing interest on the part of Asian countries in explor- 
ing and utilizing training institutions in the area. The necessary agreements 
for these projects are near completion and the funds can be obligated in the 
weeks immediately ahead. 


Mr. Barnes. Could I make one brief statement on this point? 

Mr. Passman. If Mr. Taber will yield. 

Mr. Taper. Surely. 

Mr. Barnes. I asked earlier and you indicated you would let me 
make.a statement on this point. 

Mr. Passman. What is that / 

Mr. Barnes. I had asked earlier, at a time when Mr. Andrews 

Mr. Passman. I did not give you an opportunity ? 

Mr. Barnes. Yes, and | had not pressed it. 

Mr. Passman. I was concluding a question to Mr. Murphy, and 
you engaged yourself with another member while I was clearing it up. 

Mr. Barnes. I was quite wrong at that time. 

Mr. Passman. Then I wish you would change the record to show 
T was not being impolite to the gentleman. 





BACKGROUND AND DESCRIPTION OF THE VARIOUS FUNDS 


Mr. Taper. The thing that strikes me is this: You have a contin- 
gency fund, described beginning on page 75 in this book. You show 
an estimated unobligated balance of $61 million in fiseal 1958, and 
you are asking for $200 million in 1959. 

Mr. Murpny. Mr. Taber, may we take a minute on that ? 

The $61 million is somewhat misleading. The $61 million shown 
on page 75 is the portion of the contingency fund which at the time 
these books were prepared had not been specifically programed for 
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specific items. Additional contingency obligations during 1958 will be 
considerably in excess of $61 million. All of that $61 million will be 
used by June 30, plus the amount that had been previously used 
before these books were printed. I think the total is $147 million, sir. 

Mr. Taser. Well, is is difficult to evaluate. 

You had special assistance last year, and this year you have the 
contingency fund and the Development Loan Fund. Over on page 
76 you show the $225 million of the special assistance item as a part 
of the contingency fund. 

r. Mureny. Yes, sir. During fiscal 1958 special assistance and 
contingency funds were contained in one appropriation which bore 
the label “Special Assistance.” 

Mr. Taner. Why should we have two separate appropriations like 
that? It looks like we are getting into more confusion. 

Mr. Mourreuy. Actually, it was an effort to simplify the thing. In 
1957 the contingency fund was separate and we had a better under- 
standing of it. In 1958 the President asked for $300 million, $100 
million of which was programed for specific items, and $200 million 
of which was of a contingency nature. The Congress made $225 mil- 
lion available of the $300 million request. The $225 million broke 
down as follows: 

$78 million was used for the items that had been specifically pro- 
gramed at $100 million. In other words, we took a $22 million reduc- 
tion on these items. 

The balance of $147 million was used for contingency purposes. 

To eliminate the confusion that existed this year, the Executive 
requested that there be 2 separate accounts next year, 1 for special 
assistance, all of which is programed and the request for which is $212 
million; and a separate contingency fund, none of which is programed 
and the request for which is $200 million. 

Mr. Taser. Do you mean to say the $212 million, or whatever the 
conference comes out with, is programed ? 

Mr. Murrny. Yes. The $200 million, on the other hand, is not 
programed and is completely of a contingent nature. 

Mr. Taser. That $200 million was $100 million when it left the 
House. 

Mr. Mourrny. Yes, and the Senate allowed $200 million. 

Mr. Taser. And we do not know what the figure will be? 

Mr. Morrny. Off the record. 

(Discussion off the record.) 

Mr. Taser. The contingency fund in 1958 shows on page 81 some- 
thing in the neighborhood of $165 million. 

Mr. Barnes. Those were the items which were programed from 
special assistance at the time this book went to press, Mr. Taber. 

Mr. Taper. What has ben added to it? Give me the names, please, 
that have been added to the items on page 81. 

Mr. Forp. May I ask which chart you are referring to? 

Mr. Taper. The 1958 chart. 

Mr. Morpny. In the upper right hand corner. 

Mr. Taser. The other one could not very well have anything added 
to it. 

Mr. Barnes. This represented the steps that we had taken at that 
time under this account. We have now programed the entire $225 
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million plus an item of $950,000 in anticipated reimbursements. I 
could not. rapidly give you the changes on this, and the only table I 
have is still a classified table. I could make it available to the com- 
mittee. 

Mr. Taser. Will you submit copies of that table for the use of the 
committee ¢ 

Mr. Barnes. Certainly. 

Mr. Forp. Would you yield a minute? 

Mr. Taser. Surely. 

Mr. Forp. Do I understand that instead of the $165,153,000 as 
shown on page 81, the total is now $225 million plus $950,000 ? 

Mr. Barnes. Yes, sir. 

Mr. Forp. That is programed, reserved, obligated or what? 

Mr. Barnes. That is currently programed. Mr. Murphy gave us 
the obligation figure ; $168 million was obligated as of May 1. 

Mr. Forp. And you expect to obligate the remainder prior to the 
end of the fiscal year or when ? 

Mr. Barnes. As we have told you before, sir, we expect to obligate 
all of this by June 30. 

There is one point I would like to bring to your attention, Mr. 
Ford. Included in this item are two programs in Latin America, 
one with Chile and one with Ecuador. These are loans that are being 
handled through the Export-Import Bank. In the case of Chile the 
Export-Import Bank is putting up $15 million and we are putting up 
$10 million. These are being consolidated through the Export-Import 
Bank to be handled on comparable terms as one transaction. The 
Export-Import Bank does not face a June 30 deadline on their funds. 
We have every reason to believe these funds will be obligated by June 
30, but because this is not under the control of the agencies that are 
appearing here, there is an outside possibility to which none of us 
can speak authoritatively that our post June 30 record might reveal 
that in the case of Chile and Ecuador the funds did not become 
obligated. 

Mr. Forp. That is how much ? 

Mr. Barnes. A total of $12.3 million for Chile and Ecuador. But 
with that one caveat we expect the balance of these funds to be 
obligated by June 30. 

Mr. Taser. I have no more questions. 

Mr. Forv. Neither have I. 

Mr. Passman. Thank you very much, gentlemen. 
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WepDNESDAY, JUNE 18, 1958. 


ECONOMIC NONREGIONAL PROGRAMS FOR MIGRANTS, 
REFUGEES, AND ESCAPEES 


WITNESSES 
DEPARTMENT OF STATE 


ROBERT S. McCOLLUM, DEPUTY ADMINISTRATOR, BUREAU OF 
SECURITY AND CONSULAR AFFAIRS 

LAURENCE A. DAWSON, CHIEF, ESCAPEE PROGRAM, OFFICE OF 
REFUGEE AND MIGRATION AFFAIRS, DEPARTMENT OF STATE 


Mr. Passman. The committee will come to order. 
We shall continue our testimony on the mutual security bill. 


UNITED STATES PLEDGED CONTRIBUTIONS TO INTERNATIONAL 
ORGANIZATIONS 


Before taking up the first item under the United Nations multi- 
lateral program, I should like to insert in the record a table showing 
the United States pledged contributions to international organizations 
from mutual security funds. The table follows: 


United States pledged contributions to international organizations from mutual 
security funds (calendar year 1958) 


| 
| United States | United States 


Organization | pledge | percent of total 

| contributions 
plaaseasletis rinsing tintnentnripsincensanantstaents _s - shanenndanstemah panei - as —_ 
United Nations Technical Assistance (UNTA)-_- ‘ : $15, 500, 000 | 45 
Organization of American States (OAS) - sind 7aae i 1, 500, 000 | 70 
United Nations Children’s Fund (UNICEF) - ; ; é Sal 11, 000, 000 | 52. 50 
United Nations Refugee Fund (UNREF)__- i 1, 333, 000 | 33. 33 
Intergovernmental Committee for European Migration (ICEM) al 12, 500, 000 | 29. 76 
| | 245 
United Nations Relief and Works Agency ? (UNRWA)-_-~. 23, 000, 000 | 70 
United Nations Emergency Force (UNEF)#_. : 33 ae 9, 750, 000 47.17 


! Administrative budget. 
2 Operational budget. 

3 Pledged for UN RW 4A’s fiseal year July 1, 1957, to June 30, 1958. 

* Contributed from fiscal year 1958 mutual security funds to the cost of UNEF for calendar year 1957 


Our first witness this afternoon is Mr. Robert S. MeCollum, Dep- 
uty Administrator, Bureau of Security and Consular Affairs, Depart- 
ment of State. 

Mr. Mc ‘ollum, we shall be pleased to hear from you at this time. 


GENERAL STATEMENT 


Mr. McCotium. Mr. Chairman and members of the committee, I 
am pleased to have this opportunity to discuss with you the three 
nonregional mutual security programs relating to migrants, refugees, 
and escapees. The total fiscal year 1959 appropriation requested for 
these three programs, the Intergovernmental Committee for Euro- 
pean Migration, the United States escapee program and the United 
Nations High Commissioner for Refugees, is $22,300,000, which is 
$5,808,000 less than the total estimate for fiscal year 1958 of 
$28,108,000. 





The political tyranny inherent in Communist regimes and the dis- 

ruptions caused by international conflicts and tensions remain the 
predominant causes of continuing refugee movements. Although 
much has been accomplished by governments and international and 
voluntary agencies since World War II in absorbing millions of refu- 
gees and displ: iced persons who have become self- “supporting in the 
intervening years, much still remains to be done not only for the 
more recent refugees but for those refugees who have spent years in 
camps awaiting ‘opportunities for a more normal existence. Both 
groups of refugees, the recent arrivals and the older refugees, aggra- 
vate political and economic problems in the countries of first asylum, 
many of which are already overburdened by the population pressures 
of their own indigenous peoples. 

The United States is interested in reducing as rapidly as possible 
the numbers of refugees awaiting resettlement not only in the inter- 
ests of the refugees themselves, but because the United States is also 
interested in securing economic and political viability in friendly 
allied countries which extend hospitality to the refugees in the first 
instance and must retain those for permanent care “who cannot be 
moved onward to other countries of asylum. The United States is 
also interested in assuring that asylum shall continue to be available 
for refugees who seek freedom from communism, and that refugees 
have the right to elect or reject repatriation without duress. This is 
important to the free world as an answer to Communist propaganda 
and as an evidence of the continuing interest of the American people 
in all peoples under Communist domination. This concern is shown 
by providing assistance to those whose opposition to communism has 
made it necessary for them to flee their homeland. The United States 
has a particular interest. in the prompt resolution of problems con- 
cerning disaffected refugee groups which might be exploited by the 
Communists as part of their propaganda or as a basis to charge the 
free world with indifference and insincerity. Lastly, the movement 
of refugees and migrants into countries where their knowledge and 
skills can be utilized adds further strength to the whole free world. 

To meet these and other allied United States objectives effectually, 
the Office of Refugee and Migration Affairs (ORM), Bureau of Se- 
curity and Consular Affairs, has the general responsibility for the de- 
velopment, implementation, and coordination of United States Gov- 
ernment policies and programs in refugee and migration matters. 
ORM coordinates and supervises United States activity in the three 
major programs in the refugee field: United States escapee program 
(USEP), International Committee for European Migration (ICEM), 
and the United Nations High Commissioner for Refugees (UNHCR). 
Particular caution is taken to assure no overlapping of activity or 
duplie ‘ation of expenditures in these three programs, each of which 
concentrates on a specific aspect of the total problem: ICEM on the 
transportation of migrants and refugees to countries of second asylum 
overseas: USEP on the more recent escapees whose flight to freedom 
has political significance for the Western World in its struggle against 
communism; and the UNHCR who is concerned primarily with the 
reestablishment of the older group of refugees and with the legal 
protection of all political refugees. 
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INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 


The Intergovernmental Committee for European Migration has as 
its purpose the movement of migrants and pahigele from _overpopu- 
lated areas in Europe to countries in need of manpower. Continuing 
authority for United States appropriations for contribution to ICEM 
is provided in section 405 (a) of the Mutual Security Act of 1954, as 
amended. Organized at the initiative of the United States at the 
Brussels Conference on Migration in 1951, ICEM is now composed of 
27 governments; Communist and Communist-controlled governments 
are excluded from membership. Between February 1, 1952, and De- 
cember 31, 1957, ICEM moved 713,700 migrants and refugees out of 
Europe. In 1957, 177,757 persons were moved; the estimate of total 
movement in calendar year 1959 is 145,100. To provide for the United 
States contribution to ICEM for these movements, an appropriation 
for fiscal year 1959 in the amount of $12,500,000 is requested. Of this 
amount, $925,511 is for administrative expenditure and $11,574,489 for 
operational expenditures. 

The administrative expenditure contribution is obligatory on mem- 
bers, while the operational expenditure contributions are voluntary. 
Since 1955, by administrative decision, the United States contribution 
to the operational expenditure may not exceed 45 percent of the cash 
contributions of all governments to this expenditure. 


UNITED STATES ESCAPEE PROGRAM 


The United States escapee program (USEP) provides reception, 
interim care and maintenance, and resettlement assistance to recent 
escapees from the Soviet Union and satellite countries in Europe and 
to selected escapee groups or individuals in other areas of the world, 
including Hong Kong and Macau. Its purpose is to serve United 
States interests by demonstrating the concern of the West for those 
who flee Communist oppression and seek asylum in the free countries 
of the world. This program, which has been carried on since 1952, 
will continue along the same general lines as in previous years. In 
1959, however, because Hungarian escapees in Europe are no longer 
receiving special attention on the part of international organizations 
and the countries of the free world, they will be assisted as part of the 
normal caseload of USEP. It is, therefore, necessary to undertake 
the same painstaking effort in the resettlement of these refugees as has 
been necessary for some years with regard to Iron Curtain escapees of 
other nationalities. To carry forward the USEP in 1959, $8,600,000 
is requested. The direct appropriation to the United States escapee 
program in 1958 was $5,500,000; however, funds for assistance to Hun- 
garlan escapee were provided separately in 1958 from the special assist- 
ance funds under the Mutual Security Act. The request for appro- 
priations for 1959 of $8,600,000 is $2,969,600 less than the total funds 
of $11,569,600 available to the escapee program in 1948. 


UNITED NATIONS HIGH COMMISSIONER FOR REFUGEES 
The UNHCR program, for which $1,200,000 is requested, was au- 


thorized by a U. N. General Assembly resolution on December 2, 1957, 
to succeed the United Nations Refugee Fund (UNREF) which ends 
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December 31, 1958. It is a program to which governments will con- 
tribute on a voluntary basis. The establishment of this new program 
recognizes the dynamic and unpredictable nature of the refugee 
problem and the fact that an international program continues to be 
necessary to meet urgent refugee situations that may arise in the 
future. It also recognizes that there will be certain unresolved refugee 
problems remaining on December 31, 1958 (when UNREF terminates), 
which asylum countries could not reasonably be expected to handle 
without international assistance. Had it not been for the Hungarian 
refugee emergency in late 1956 and 1957, these remaining problems 
would, undoubtedly, have been even smaller than they are. 

When UNREF was established in 1954, it represented the best 
thinking and the best planning which the interested members of the 
United Nations were able to bring to the refugee problem as it then 
appeared. The support which the proaeer has since received from 
many governments and the results which have been achieved are ample 
evidence that this thinking and planning were basically sound. 
UNREF had, however, one fundamental fallacy, which has since 
become apparent. It was a definite program tevdltnn a definite sum 
of money and a definite time period—and postulating, of course, a 
definable and static problem which it was supposed to eliminate. 
Experience has shown, however, that the refugee problem is anything 
but static. 

It is continually changing in its nature, in its dimensions, and in its 
location. It is constant only in one respect; it will continue to exist 
as long as conditions exist which create it. It is not, therefore, a prob- 
lem which can be defined at once for all time. It cannot be met by 
establishing a program for a specified number of years with a specified 
amount of money. Long before the allotted time has passed, the prob- 
lem will have changed, casting doubt on the validity of whatever long- 
term planning has been done. 

It was to secure recognition of this fact that the United States took 
the lead last fall in formulating and supporting the resolution which 
established the new UNHCR program. This new program will, we 
feel, be sufficiently flexible to meet changing situations as they occur. 
It will enable governments intelligently to determine on an annual 
basis the specific refugee problems toward which they wish to con- 
tribute during the next year. It will not, therefore, involve any long- 
term commitments or rigid long-term planning. It will, in effect, 
identify each year the most urgent parts of the entire refugee problem 
which can, as a practical matter, be eliminated or reduced by inter- 
national effort during that year. It will permit countries to concen- 
trate their contributions on those refugee situations of particular 
interest to themselves (which should stimulate contributions from 
some countries who have contributed little or nothing to refugee pro- 
grams in the past). The new program will be governed by an execu- 
tive committee, on which the United States will serve, and which will 
approve specific programs and authorize appeals for funds. 

The UNHCR program will begin operations on January 1, 1959, 
and will involve four principal aspects; namely, camp closure, assist- 
ance to difficult cases living out of camps, operations in the Far East, 
and special emergency assistance. The total of our proposed con- 
tributions in 1959 is $1.2 million, which would be made subject to the 
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condition that, overall, this amount would not exceed one-third of the 
contributions from all governments, although we might at some time 

rant to take advantage. of the flexibility of the new program by con- 
tributing more than one-third to certain programs of the High Com- 
missioner and less than one-third to others. At this point may I 
emphasize that the United States interests in the eee activities 
of the UNHCR are under the direction of the Office of Refugee and 
Migration Affairs, while the U. N. aspect of liaison and representa- 
tion is centered, as it should be, in the Bureau of International Organ- 
ization Affairs. 

The executive branch is convinced that it is in the United States 
interest to continue to support international efforts on behalf of refu- 
gees. Our participation in the new UNHCR program will continue 
to demonstrate our own country’s sincere and traditional interest in 
the welfare of the victims of political and religious persecution, while 
at the same time emphasizing our feeling that such burdens should 
be shared by all free countries. It will also demonstrate our support 
of the High Commissioner for Refugees himself, who has become a 
symbol of hope and of international concern to refugees everywhere, 
and whose high misison and prestige have made him an effective force 
for good in negotiations to better the lot of refugees. Even the Soviet 
and satellite governments, who deny all that he stands for, treat him 
with respect and caution, and have made significant concessions as a 
result of his intervention. Finally, our support will assure that the 
United States continues to play a leading role in the formulation, 
guidance, and direction of the program itself along sound and pro- 
ductive lines. 

We consider these to be compelling considerations which fully 
justify our proposed support for the UNHCR program. 

The program funds requested for the coming year for all 3 refugee 
programs total $22,300,000. This constitutes a reduction of $5,808,000, 
as compared with the total estimate for fiscal year 1958 of $28,108,000 
and reflects the progress being made in fiscal year 1958. While there 
were accomplishments in various segments of the overall refugee pro- 
gram, the most significant achievement was in the resettlement and 
integration of the majority of the Hungarian refugees who fled from 
Hungary following the October 1956 revolt. Of the ate Hun- 
garian refugees who escaped to Austria and Yugoslavia by the end 
of 1957, none now remain in Yugoslavia and only 18,000 remain in 
Austria. The complete removal from Yugoslavia within 1 year of all 
Hungarian refugees who wished to leave is an accomplishment un- 
precedented in refugee operations. 

The problem, therefore, of refugees and escapees is still of genuine 
importance. We have new escapees every month: we have Hungari ians 
from the revolution, and we have some older refugees still unsettled. 
The Department urges approval of the funds requested to carry on 
these programs as necessary to basic United States foreign-policy 
objectives: as evidence of United States willingness to help ‘the indi- 





vidual seeking freedom and individual dignity lost under tyranny ; and 
as continuing aid to friendly allies who have the initial and major bur- 
den of refugees because of geographical location. 

With the permission of the committee, I will submit for the record 
detailed statements on the United States escapee program and the 
Intergovernmental Committee for European Migration. 

Mr. Chairman, we would appreciate very much having the oppor- 
tunity to insert into the record two additional statements with regard 
to this overall request. 

Mr. Passman. Without objection, it isso ordered. 

(The statements appear on pages 1281 to 1284 and pages 1289 to 
1293.) 

COMPARISON OF 1958 AND 1959 BUDGETS 


Mr. Passman. Mr. McCollum, this request covers LCEM, UNHCR, 
and USEP programs, and is for $22.3 million, a reduction of $5,808,- 
000 from the 1958 program; is that correct ? 

Mr. McCouium. Yes, sir. 

Mr. Passman. Should the record show that the reduction is due 
to the practical conclusion of the Hungarian refugee program, and 
that ICEM, UNHCR, and USEP are not being reduced? 

Mr. McCotium. Sir, the ICEM program is not being reduced. It 
is the same request to this committee as made last year. 

The United Nations High Commissioner’s request is down, and the 
USEP program, as we have pointed out in this statement, is above 
the request to this committee last year but below the total amount of 
money made available to USEP last year through the mutual security 
program, including funds given USEP due to the Hungarian program. 

Mr. Passman. Would there be an increase or a decrease if you did 
not have the program, and had not had it in prior years? 

Mr. McCotium. Well, there would be a total decrease if it were not 
for the Hungarian program. Our caseload, as estimated, would have 
been down, and is down from the normal pre-Hungarian caseload. 

Mr. Passman. What reductions have you made below that of last 
year other than the amount for the Hungarian program? 

Mr. McCotium. The High Commissioner is down from $2.2 million 
to $1.2 million, and the only other figure I would like to get is on 
what our USEP is down to on the normal caseload, as against the 
TMungarian. 

Mr. Dawson. The USEP caseload is down from about 18,000 to— 
well, it was approximately 16,000 at the start of calendar year 1958. 

Mr. McCotitum. You would like the dollar figure? 

Mr. Passman. Yes, sir. 

Mr. McCotium. May I get that and break it out? 

Mr. Passman. Yes, sir; and will you do so also on the other items? 

Mr. McCotium. Yes, sir. 

(The information referred to follows :) 








Budget estimates by fiscal year—1959 budget submission 


{In thousands] 











Program Fiscal year Fiscal year Increase or 

1958 1959 decrease 
BOI ot tortie nant bal entanadninbdicenaiiikmaitysngdwcmnddamd $12, 500 eae ee 
Tenet is. PE ndrath et hn tbck inns benpucth cp aheel 2, 233 1, 200 —$1, 033 
TE eee ee te te 5, 850 4, 883 —967 
Hungarian refugee program_-__-_....---.--- paawne sale aio 7, 500 3, 717 —3, 783 
Ajeerion setugees.......:............. ‘ cchwiaaw ako bead gg ae ey PCTS, +25 
easiness aS a2 ho tt 28, 108 22, 300 —5, 808 





The following breakdown of costs for the non-Hungarian portion of the USEP 
for calendar year 1958 and calendar year 1959 is submitted herewith: 


IN a a aD ea $5, 550, 000 
ee een ee te eben ae ee 4, 883, 000 
MmeGertion. Won epee ato BA 2 667, 000 


UNEXPENDED AND UNOBLIGATED BALANCES 


Mr. PassmaN. What the estimated amount that you will have un- 
expended in the program on June 30, 1958 ? 

Mr. McCotium. As the report indicates, there is $18 million un- 
expended which 1 would appreciate giving a breakdown on for the 
committee. 


(The breakdown referred to follows :) 


Unexrpended balances June 30, 1958 


[In thousands] Unexrpended 
Program : amounts 

Beep ee ths eh ee Le i es 5, 500 
IIE fii octet, ta ties oe et el route ll Li es oe pee beh 633 
a a a Sa 1, 800 
IE SE as ns cel ees astlpsaletaimeersnigl ah aad a dation Mine 9, 917 

nnn NI 2-0 2102S on she noes noes gmat iors uatawdss aeienahasnaaeemes aeimaaaees 200 
ON esis ees ei ee bk ea eek te ee ele 18, 050 


Mr. Wiccteswortn. For which program ¢ 

Mr. McCotium. All three; that 1s, the total. 

Mr. Passman. This is considered as 1 item covering 3 separate 
operations 4 

Mr. McCottum. Yes, sir. 

Mr. Passman. It is presented as one item ? 

Mr. McCotium. Yes, sir; it is, and we have the breakdown on that. 

In the $18.05 million unexpended the largest single item of unex- 
pended funds is the $9,917,000 shown for Hungarian refugees, and I 
will come back to that one because that takes a detailed explanation. 

The remainder of the money is for ICEM where $5.5 million is un- 
expended. 

The United Nations High Commissioner amount is $633,000 un- 
expended; USEP is $1.8 million unexpended, and the Egyptian refu- 
gee amount is $200,000 unexpended. 

Mr. Passman. Making a total of what amount? 

Mr. McCotium. $18.05 million. 

Mr. Passman. What part of this will remain unobligated as of 
June 30? 
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Mr. McCoiium. The latter four items are all obligated, the ICEM, 
the High Commissioner, USEP, and Egyptian are obligated funds. 
These funds in each instance remain available for payments of United 
States contributions in the last 6 months of 1958 for operations in 
that period. 

Mr. Passman. What do you have in obligations for the Hungar- 
ian program ? 

| Mr. McCotitum. We have taken in the Hungarian program and de- 
obligated from 1957 sufficient funds—and I will get you that fig- 

| ure (5.3 million)—so we are, therefore, not drawing upon the $10 
million that was not an appropriated amount, but was set up in the 
mutual security emergency bill emergency amount. So, we have $6.5 
million obligated, as of this moment, for Hungarian refugees. 

Mr. Passman. For what is the oblige ution ? 

Mr. McCotium. It is obligated for ICEM, for movement, for the 
United Nations High Commissioner for Refugees, and for the United 
States escapee program which will be expended for the resettlement 
and removal of the remainder of the Hungarians during the balance 
of this year. 

Mr. Passman. You might or might not need all this money, but at 
this time it is too early to determine ? 

Mr. McCotium. Yes, sir; that is right. It is obligated on the as- 
sumption that we will need it. 

Mr. WiacieswortnH. I did not understand how much of the $18 
million is unobligated, and as of what date? 

Mr. McCoutium. As of June 30, of the $9,917,000 Hungarian money 
only $6.5 million is obligated. 

Mr. Wicetesworrn. As of that date? 

Mr. McCotuium. Yes, sir. 

Mr. Wiceteswortn. Then, that leaves you $3.3 million unobligated ? 

Mr. McCotium. Yes, sir. 

Mr. Wiccteswortu. Which is right? You tell me in one breath 
nothing is unobligated, and in the next breath there is $3.3 unob- 
lig uted. 

“Mr. McCortuum. Excuse me, sir. What I was trying to explain to 
the chairman earlier was that the $9.9 million was not an appro- 
priated item, but was a part of the general mutual securities of last 
year. So, we have not obligated the full $9 million. 

Mr. Passman. And it would revert to the original fund from which 
it was drawn ? 

Mr. McCotium. Yes, sir. 

Mr. Passman. Therefore, you would still be 100 percent obligated 
when this is done ? 

Mr. Murreny. As far as the final program is concerned; yes, sir. 
The $3.3 million that reverts will be used for other purposes. 


INTERGOVERNMENTAL CoMMITTEE FOR EvROPEAN MIGRATION 


Mr. Passman. The request for the Intergovernmental Committee 
for European Migration is for $12.5 million, the same amount as for 
the current fiscal year ? 

Mr. McCotium. Yes, sir. 

Mr. Passman. We shall insert at this point in the record the table 
on pages 49, 52, and 53 of the justifications. 





(The tables referred to follow :) 


Program summary 


{In thousands] 


Fiscal year 1957____._-_-- siissnsansns ia Mlibasdechaieleaipaas tea eal alta taster ee 
Estimate, fiscal year 1958_______-_- saan Iechaias shale ca ebipeaceaalcad al need Aideitan alae eel 12, 500 
Propowen, Gienl suar Te a tahrckaiimuh \aayoee 


Movement of migrants * 


Number of migrants : 


Estimate, calendar year 1957__-...---_---_- ou skak iaipabiaas ecGlelbaalcaahis 130, 590 
ERT INE SOO. oe oo ceces tras rce nts coma naemate, Saeetee ._. 159, 440 
Proposed, calendar yodr W000s. 2 lk i ead 145, 100 


From: Austria, Germany, Greece, Italy, Netherlands, Spain, and others. 

To: Argentina, Australia, Brazil, Canada, Chile, Colombia, Rhodesia, Nyasaland, 
Israel, New Zealand, United States, Union of South Africa, Uruguay, 
Venezuela, and others. 


Numbers of migrants relate to movements financed from ICEM appropriation. Move- 
ments of Hungarian refugees financed from sec. 401 funds not included. 


Obligations and expenditures 


[In thousands] 






Economic assistance Obligations | Expenditures} Unliquidated 
ne ee . pobre —_ Seem — ——— Semesate 
Cumulative June 30, 1957 $58, 694 $5, 732 
Estimated fiscal year 1958 . lied 12, 500 12, 732 


Cumulative June 30, 1958 __. . toes ojth 71, 194 65, 694 “5, 500 
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STATEMENT CONCERNING INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN 
MIGRATION 


(THIS STATEMENT SUPPLEMENTS THE JUSTIFICATION IN THE GENERAL 
MUTUAL SECURITY PRESENTATION ) 


The Intergovernmental Committee for European Migration serves United States 
interest by (1) facilitating and increasing the overseas movement of migrants 
from overpopulated areas who cannot be absorbed in the economies of their 
respective countries ; (2) supplying needed manpower to the developing economies 
of overseas immigration countries ; and (3) maintaining a flow out of Europe of 
refugees from communism who require final resettlement abroad. 

The United States took the initiative in organizing ICEM at the Brussels Con- 
ference on Migration in 1951. Now composed of 27 governments, ICEM is not 
a part of the United Nations system, but collaborates closely with United Nations 
organizations, particularly the Office of the United Nations High Commissioner 
for Refugees. Communist and Communist-controlled governments are excluded 
from membership. 

ICEM’s purpose is to facilitate and increase the mevement of migrants and 
refugees out of Europe, who would not otherwise be moved, and simultaneously 
to supply needed manpower to the developing economies of overseas immigration 
countries, such as Australia, Canada, the Latin American countries, New Zealand, 
South Africa, and Rhodesia. Austria, Italy, Spain, the Netherlands, and Greece 
are overpopulated countries in Europe. Selected emigration must still take place 
from Germany, because of her unbalanced population structure and the con- 
tinuing arrival of German refugees from Soviet-controlled areas. The United 
States is interested in securing economic and political viability in these friendly 
allied countries in Europe. This continuing effort will be vitiated or retarded in 
realization as long as these countries remain overburdened by more nationals 
and refugees than their economies in terms of available space and capital invest- 
ment can absorb. 

The United States is also interested in maintaining effective initial asylum 
in the western European countries for the refugees constantly arriving from 
Soviet-controlled areas in Eastern Europe. Such asylum cannot be provided un- 
less those who need to emigrate, indigenous migrants and refugees alike, are 
able to do so in sufficient numbers to relieve the population pressures in their 
countries of residence. Failure to maintain a commensurate outflow in emigra- 
tion from Europe will intensify conditions in which Communist philosophies 
thrive and spread. The full benefits of earlier United States economic assistance 
to these countries in Europe cannot be realized as long as substantial numbers of 
unemployed constitute a drag upon their economies. The transfer of these 
manpower resources to overseas areas where they can be used also adds to the 
strength of the Western World. 

Section 405 (a) of the Mutual Security Act of 1954 provided continuing au- 
thority for appropriations and United States participation in ICEM on the basis 
of ICEM’s constitution which came into force in October 1954. 

ICEM provides transport for migrants and refugees on migrant routes where 
regular commercial transport is inadequate or nonexistent. By pooling the 
financial contributions of governments, migrants and voluntary agencies, mi- 
grants who would not otherwise be moved are assisted to emigrate. ICEM also 
assists the Latin American countries to improve their administrative agencies 
dealing with immigration. As required, ICEM provides processing facilities for 
emigration and reception and placement services for migrants on arrival in the 
countries of destination. Migrants are required to contribute to the extent of 
their capacity to the cost of their transport through prepayments or repayments 
on loans within 2 years after arrival. Regular commercial transport facilities 
are used to the maximum extent possible. 

ICEM moved 713,700 migrants and refugees out of Europe between February 
1, 1952, and December 31, 1957, including 62,722 Hungarian refugees. In addi- 
tion to those actually moved, ICEM assembled and organized the departure of 
57,958 Hungarian refugees for whom transport was supplied directly by the 
governments receiving them. Well over one-third of ICEM movements have con- 
sisted of refugees. Another one-third has been composed of wives and children 
joining the family breadwinners who have preceded them to the country of immi- 
gration. This latter movement contributes substantially to the stability of 
current immigration movements in the countries of reception. 
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ICEM moved 177,757 persons out of Europe in 1957, including 50,945 Hun- 
garian refugees. It is estimated that ICEM will move approximately 160,000 
persons in 1958, including 15,000 Hungarian refugees. Hungarian refugees have 
of necessity been moved without cost to themselves. Normal migrants and 
other refugees are required to contribute according to their ability to the cost 
of their transportation. Loans to migrants for transport are made from re- 
volving funds supplied jointly by ICEM and interested voluntary agencies. The 
payments of migrants to the costs of their transportation have shown a steady 
annual increase. 

The costs of some movements by ICEM are fully reimbursed by the joint pay- 
ments of sending and receiving governments. Otherwise governments contribute 
to ICEM’s free funds for operations or on a per capita basis for persons moved 
by ICEM to or from their territories. The rates of these per capita payments 
by governments have increased year by year. Australia now contributes $100 
per migrant from Europe, Italy $60 per emigrant moving to the Western Hemi- 
sphere and $70 to Australia, and the Netherlands $60 to the Western Hemisphere 
and $110 to Australia. The Latin American countries contribute from $40 to 
$96 per immigrant received. The present United States contribution to ICEM’s 
operational expenditures of $74.90 per person actually moved out of Europe 
supplies in the main the additional funds required for transport not covered by 
the contributions of other governments and the payments of the migrants 
themselves. 

In the past 3 years movements under ICEM’s auspices have been increasingly 
heavy to Australia, entailing increased transport costs for the longer haul. 
Shipping costs have increased generally. Movements to Latin American coun- 
tries have required the organization of improved and expanded reception and 
placement services at the ports of arrival. The number of ships available for 
migrants in the world shipping market has been constantly shrinking and ICEM 
has found it necessary to organize air transport on a corresponding seale to 
keep migrants moving. There is growing demand in the receiving countries for 
better balance in their total immigration intake between skilled and nonskilled 
migrants. In response to this demand ICEM has supplied technicians to assist 
emigration countries, such as Italy and Greece, to organize and administer 
language, orientation, and vocational training courses for emigrants selected for 
overseas movement. Attention has also been given to improving procedures in 
the selection, trade testing, and medical examinations of potential migrants. 
ICEM has also supplied technical assistance to the Latin American countries 
and Rhodesia in planning projects for the settlement of immigrants on the 
land. New outlets for emigration from Europe to countries in Africa are 
constantly being explored and developed. 

The present estimate of total movement out of Europe under ICEM auspices 
in calendar year 1959 is 145,100, including 10,000 Hungarian refugees resident 
temporarily in European countries. The movement of normal migrants from the 
Netherlands, Spain, Italy, and Greece is expected to increase as the numbers of 
Hungarian refugees remaining in Europe to be moved overseas are reduced. 
The largest movements will be from Italy, the Netherlands, and Spain. Aus- 
tralia is again expected to be the most important receiving country. 

The Mutual Security Appropriation Act for 1958 (Public Law 85-279, S5th 
Cong.) repeated earlier legislation by including a provision in the appropriation 
for ICEM to the effect that none of the funds appropriated could be used directly 
in the movement of any person to the Western Hemisphere who has not had a 
security clearance based on reasonable standards. The Department of State 
has arranged with ICEM for the maintenance of special clearance procedures to 
comply with this provision of legislation. These procedures are constantly under 
review, have been found effective, and will be maintained in 1959. 

The request for appropriation for fiscal year 1959 to cover the United States 
contribution to ICEM for the calendar year 1959 is in the amount of $12,500,000- 
$925,511 to administrative expenditure and $11,574,489 to operational expendi- 
ture for the movement of an estimated 145,100 persons from Europe. The con- 
tribution to the administrative expenditure is obligatory on members. The 
United States share, $925,511, is 29.76 percent of the estimated total of $3,109,917. 
Contributions of member governments to the operational expenditure are volun- 
tary. A condition imposed on the United States contribution to operations by 
administrative action since 1955 is that such contribution shall not exceed 45 
percent of all government contributions in cash to such expenditure. 
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ADMINISTRATIVE EXPENSES 


Mr. Passman. How much of:the request is for administrative ex- 
penses, out of the $12.5 million ? 

Mr. McCotium. $925,511. 

Mr. Passman. What results have you achieved from this program ? 

Mr. McCotium. Over the period since the program started in 1952 
we have moved 713,700 people out of Europe, both migrants and 
refugees, up to the end of last year. 


TOTAL COST OF PROGRAM 


Mr. Passman. What is the total of the cost of the program from 
its inception through fiscal year 1958 ? 
Mr. McCouttum. $70 million, approximately, but I will get the 
exact amount if you would like to have it, sir. 
Mr. Passman. Please do. 
(The amount referred to follows :) 


The cumulative expenditures of the Intergovernmental Committee for Buro- 
pean Migration (ICEM) from February 1, 1952, to December 31, 1958, are actual 
and estimated, $212,389,857. ICEM operates on the calendar year basis and 
$177,497,211 of the above figure are actual cumulative expenditures to December 
31,1957. To this latter figure, estimated expenditures of $34,892,646 for calendar 


year 1958 have been added to bring the total cumulative expenditures to Decem- 
ber 31, 1958, to $212,389,857. 

The United States contributed a total cumulative amount to ICEM of $60,667,578 
between February 1, 1952, and December 31, 1957. To this figure $12,500,000 
appropriated in fiscal year 1958 for contribution to ICEM should be added as 
the estimated United States contribution for operations in calendar year 1958, 
bringing the cumulative actual and estimated United States contributions to 
$73,167,578 for the period February 1, 1952, to December 31, 1958. 


Untrep Nations Hicgu ComMMISSIONER FoR Rerucres PRoGRAM 


Mr. Passman. The next item is the United Nations High Commis- 
sioner for Refugees program, and the request is for $1.2 2 million. 

The sum of $ $2,933, 000 was appropriated for the current fiscal year ? 

Mr. McCoutum. Y es, sir. 

Mr. Passaan. Was it not represented to this committee that this 
program would be completed on June 30 of this year ? 

Mr. McCotium. Sir, I believe the UNREF as so represented on 
December 31 of this year will die at that time, or cease to exist. 

Mr. Passman. Are you going to use this money for the same purpose 
as with prior appropr ations! 

Mr. McCotium. Sir; as we have mentioned in the statement, we 
have had a new resolution adopted by the General Assembly which 
gives us a certain flexibility and the detailed program for the follow- 
ing year is to be determined on an individual project basis. 

The fundamental project which we are supporting, however, is the 

‘amp closure in an endeavor to get as many camps as possible closed. 
That has been pulled out of the old UNREF program and to that ex- 
tent it is a continuation. 

There will also be the Far East operation to some extent. 

Mr. Passman. Are you not proposing to carry on some of the same 
activities under a different name? 

Mr. McCoticm. Yes, sir. 
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Mr. PassmAn. Please name them. 

Mr. McCotium. Yes, sir. 

The new activities are the Camp Closure program, the Care of Dif- 
ficult cases out of the camps, and the Far East program. 

Mr. Passman. What is the estimated total amount of money unex- 
pended in this program as of June 30, 1958 ? 

Mr. McCotium. $633,000, sir, which is now obligated. 

Mr. Passman. Could you state for a fact that the money you are 
requesting this year will conclude the program ? 

Mr. McCotitum. The UNREF program will cease at the end of this 
year, but I would not in any way say that there will be no more refugee 
problems after the end of this year, sir. 


UNITED STATES ESCAPEE PROGRAM 


Mr. Passman. The next item for the consideration of the commit- 
tee is the escapee program. The rquest is for $8.6 million, which is an 
increase of $3.1 million over the current fiscal year. 

Will you please explain the reasons for requesting an increase in 
this item ? 

Mr. McCotium. Yes, sir. Last year for the purpose of, we hope, 
clarity, we requested separate funds for the Hungarian program. 
Of that amount of money, requested for the Hungarian program, $6.9 
million was requested for ‘the ese: upee program. So, the total amount 
of money last year for the escapee program, including the amount that 
this committee authorized, and the Hungarian money, would have 
been an increase over what we are asking this year. 

Mr. Wiceieswortn. Off the record. 

(Discussion off the record.) 

Mr. Passman. I should qualify my opening statement. I was 
under the impression that there had been no request for increased 
amounts. Therefore, I must reserve my position to an extent equal 
to that of the amount in excess of what you received in previous years. 

Will you please insert in the record at this point the unclassified 
portions of pages 61 through 64 of the justifications ? 

Mr. McCotivm. Yes, sir. 

(The pages referred to follow :) 


UNITED STATES ESCAPEE PROGRAM 


Objectives and purpose.—The purpose of the program is to provide supple- 
mentary reception, interim care and maintenance, and resettlement assistance to 
Soviet and satellite escapees in Europe, and to undertake special assistance proj- 
ects in behalf of selected escapee groups or individuals in all areas of the free 
world. Although basic responsibility for the refugees rests with the countries 
of asylum, the United States recognizes that the continuing presence of numbers 
of refugees creates burdens on these countries beyond their will or capacities 
to bear unaided. It is therefore a principal USEP objective to reduce the num- 
bers of escapees in Europe through resettlement in overseas countries. The 
movement of large numbers is essential if European countries are to be expected 
to continue their present liberal policies of asylum. The maintenance of the 
principles of asylum and opposition to forcible repatriation are fundamental 
points in United States policy. 
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Program summary 


{In thousands] 


RIE UA I soa icin pce sis we ane wh ca ee ee eee $5, 989 
SUR TRO aa) I i ii i ce ee 5, 850 
Proposed, fiscal year 1950__-._.-._=..__.- acis seipudlistye ome) tpaiciencamah-abatieneaieanioeael 8, 600 


See “Caseload projections” and “Program requirements by 6-month periods” 
on following pages. 


Obligations and expenditures 


[In thousands} 


j j | 


. . ‘ se . . Sa 
Economic assistance Obligations | Expenditures} Unliquidated 


Cumulative June 30, 1957 £27,171 | $24, 881 $2, 290 

Estimate fiseal year 1958 5, 850 | 6, 340 XXX 

Cumulative June 30, 1958 33, 021 | 31, 221 1, 800 
| 


USEP activities include: (1) the registration of escapees and their screen- 
ing to insure that they are bona fide anti-Communist refugees and deserving of 
assistance; (2) counseling, including compilation of case histories and analysis 
of all pertinent data in relation to existing or potential resettlement opportuni- 
ties, and the formulation of resettlement plans on an individual case basis; 
(3) vocational and language training; (4) medical and health sérvices; (5) as- 
sistance in visa processing; (6) assurance search efforts certain resettlement 
countries; (7) guaranteed provision of a substantial portion of the costs of 
transportation; (8) the payment of those expenses in certain resettlement coun- 
tries provided toward the integration into the local economy of European countries 
of those escapees having little or no prospect of resettlement abroad. USEP 
provides supplementary care as an important ancillary service, since experience 
shows that the escapee must be maintained in good health and appearance, and 
his morale must be kept at a high level, in the interest of promoting his ac- 
ceptance in resettlement countries. 

USEP operates primarily through contracts with voluntary agencies represent- 
ing the major United States religious and nationality groups and supplements 
the considerable contributions of these agencies and of asylum countries. The 
latter are influenced in their attitudes toward alien refugees by international 
political factors and by local antagonisms prevailing in Europe which severely 
limit the help which they can give refugees. Voluntary agencies must spread 
their own limited funds generally in behalf of the needy groups the agencies 
were created to help. Thus, there remains a substantial gap between what 
can be provided to escapees from these sources and what is needed to assure 
them a level of assistance and opportunity adequate for the protection of United 
States protection of United States priority interest in this group. 

Accomplishments—Under the USEP program in Europe and the Near East, 
a cumulative total of 78,586 escapees had been resettled as of November 30, 
1957, primarily in the United States, Canada, Australia, and Latin America ; 
10,543 had been locally integrated in Europe; and assistance had been termi- 
nated for 37,533 as no longer in need, as ineligible because of screening, or be- 
cause of death, disappearance or other reasons. In the Far East (primarily 
Hong Kong) the program had resettled 18,000 refugees, chiefly in Taiwan, coun- 
tries of southeast Asia, and the United States; had provided local integration 
and related major assistance to an additional 10,000; and had assisted to a 
lesser degree 185,000 others. 

Problems.—During 1957 USEP commenced the registration for inclusion in 
its caseload of those among the residual group of some 95,000 postrevolt Hun- 
garians remaining in Europe who require reestablishment assistance. This op- 
eration is being carried out with particular care to confine it to those requiring 
such assistance, and thus will continue into 1958. Because of this considerable 
continuing increment, the USEP caseload, approximately 50,000 on January 1, 
1958 (including 33,300 Hungarians), will continue to increase during the early 
months of 1958. By December 31, 1958, however, the caseload will have been re- 
duced through resettlement, local integration, and other disposition to some 
33,000 (including 17,500 Hungarians) 

The reestablishment of the remaining Hungarian refugees will require the 
same painstaking effort on an individual case basis as is required for other 
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Iron Curtain escapees, as distinct from the relative ease with which the Hun- 
garians were previously moved in large numbers under mass arrangements 
which reflected the sympathy and concern of free world countries immediately 
following the Hungarian uprising. 

Three other major developments during the past year will importantly affect 
the program during 1958 and 1959: 

(a) During 1957 Yugoslav refugees have fled at a greatly increased rate over 
that of 1956, and now constitute a major refugee burden, particularly in Austria 
and Italy. 

(b) In Germany there has been a resurgence of mass flight of Germans escap- 
ing from the Soviet Zone. USEP, although not assisting German escapees, is 
thus operating against the background of this additional burden upon the Fed 
eral Republic. 

(c) In March 1957 the administration decided to limit assistance to new 
escapees to 3 years from their escape date and stipulated that escapees already 
on the caseload who escaped more than 3 years ago (including a large propor- 
tion of those difficult-to-resettle) should be removed therefrom on a scheduled 
basis, thus requiring a high expenditure for the difficult cases in order to insure 
their satisfactory disposition within the scheduled period. 

Another continuing problem is the Communist redefection campaign, aimed at 
destroying the effectiveness of the testimony to freedom presented by the refugee 
groups. Although it was temporarily less conspicuous during the Hungarian re- 
volt, the Soviets have continued to pursue this campaign relentlessly. The ac- 
tive measures taken by the Communist authorities to secure the return of Hun- 
garian youth from all Western asylum countries are indicative of Soviet policy. 


PROPOSED FISCAL YEAR 1959 PROGRAM 


For calendar year 1959 operations, $8,600,000 is requested. This includes $3,- 
680,000 for Hungarian escapees in Europe, and compares to $12,400,000 requested 
for USEP in 1958 ($6,900,000 for USEP was included within the overall re- 
quest for $10 million for Hungarians, and $5,500,000 for thé regular USEP pro- 
gram). 

Assuming that the present rate of escape and opportunities for reestablishment 
are maintained, it is estimated that during calendar year 1959 USEP will register 
14,850 new escapees and that reductions totaling 30, 679 will be achieved, leaving 
a year end caseload of 17,045. These reductions will be accomplished through 
20,200 resettled, 3,300 integrated, and 7,179 dropped for other reasons. 

In its reestablishment program, USEP will give equal priority to the Hungar- 
ians and the non-Hungarian escapees. Many Hungarians are in the difficult-to- 
resettle category, including cases requiring institutional or other special care 
and a particularly intensive and concentrated effort will be required in behalf 
of this group. There has already been eoncern and loss of morale among the 
older escapees of other nationalities who are aware that their chances of rees- 
tablishment are diminished by the heavy resettlement of the more recent Hun- 
garian escapees. There is real danger that this feeling may turn to bitterness to- 
ward the West and thus play into the hands of the Soviets who will use every 
device to exploit the demoralization of the refugees as one means of maintaining 
their domination in the satellite countries. 

In calendar year 1959 it is planned to conduct the Far East program at the level 
of $1.5 million. First priority will continue to be directed toward the rehabilita- 
tion of professional, intellectual, and other leadership elements, with emphasis 
on stimulating external resettlement to Taiwan, southeast Asian countries, the 
United States, and other countries including Latin America. Additionally a de- 
termined effort is planned to continue and accelerate measures being commenced 
in 1958 to integrate within Hong Kong those leadership elements unable to emi- 
grate. Projects such as hospitals and clinics, particularly appropriate in the 
light of the acute shortage of medical facilities in Hong Kong, have a special 
value as visible symbols and will be emphasized. Limited assistance will also be 
provided noteworthy voluntary agency housing projects, in connection with a 
greater emphasis upon close correlation of all projects with a view to the total 
rehabilitation of refugees selected as of particular interest to the United States. 
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Caseload projections 


On hand |Additions} Reduc- | On hand Additions! Redue- | On hand 








Jan. 1 to tions in | June 30 to tions in | Dee. 31 
caseload | caseload caseload | caseload 
Calendar year 1956 (actual) _--_- 30, 745 5, 887 10, 602 26, 030 10, 950 12, 764 2A, 216 
Calendar year 1957 (projected) __ 24, 216 41, 569 38, 193 27, 592 40, 571 18, 489 49, 674 
Calendar year 1958 (projected) _- 49, 674 17, 500 20, 350 46, 824 10, 800 2A, 750 32, 874 
Calendar year 1959 (projected)__| 32, 874 7, 500 | 16, 450 23, 924 7, 350 14, 229 17,045 


Program requirements by 6-month periods 


{In thousands] 








Total, Total, | Jan- Total, 
Jan- | July to calen- | Jan- | July to! calen- | uary to} July to| calen- 
uaryto|Decem-| dar juaryto|Decem-| dar June |Decem-| dar 


June |ber 1957} year June {ber 1958) year 1959 jber 1959} year 
1957 (pro- 1957 1958 (pro- 1958 (pro- (pro- 1959 
(actual)! jected) | (pro- (pro- | jected) | (pro- | jected) | jected) | (pro- 





jected) | jected) jected) jected) 
aes | 
I. Europe and Middle | 
Fast: 
Care and mainte- 
nanee $1,356 | $1,210 | $2,566 $902 $699 | $1, 601 $449 $292 $741 
Resettlement sup- 
port none 1, 707 2,149 | 3,856 2, 653 2, 002 4, 655 1, 221 745 1, 966 
Integration 205 301 506 1, 020 900 1, 920 1,020 900 1, 920 
Transportation. 1, 534 593 2, 127 1, 499 4% 000 3, 490 1, 299 1, 174 2, 473 


Total 


4, 802 4, 253 9, 055 | 6, 074 hi 601 ‘Ll, 675 3, 989 3,111 7, 100 
II. Far East 


367 47 73 840 750 730 1, 500 750 750 1, 500 


9 

| 

e+ Like ae | ayy E or  - 
| | 








5,169 | 4,726 | 9,895 | 6,824} 6,351 | 13,175 | 4,739| 3,861 | 8,600 


Grand total __- 











SUPPLEMENTAL STATEMENT 


This statement, supplementing the statement on the United States escapee 
program included in the general mutual security presentation already made 
available to the committee, is provided in further support of the request for $8.6 
million in fiscal year 1959 funds. This amount is $2,969,600 less than the 
$11,569,600 (includes $300,000 appropriated but not apportioned to the escapee 
program) made available to the escapee program for calendar year 1958. The 
$8.6 million for calendar year 1959 is comparable to $5.85 million for the regular 
program plus $5,719,600 for the Hungarian refugee program allocated from 
special assistance and prior year funds under the Mutual Security Appropriation 
Act of 1958. 

The United States escapee program (USEP) is a United States unilateral 
program which is concerned with a category of refugee having high priority in 
terms of United States interests: the new escapee from the Soviet orbit. For 
the past 6 years USEP has served specific United States interests by demonstrat- 
ing the concern of the American people for the peoples behind the Iron and 
Bamboo Curtains through the provision of needed assistance to those who have 
fled their homeland in opposition to communism, to seek asylum in the free 
countries of the world. Now, perhaps more than ever in the light of Russia’s 
growing challenge to the free world, there is need to show clearly to those under 
the Kremlin’s shadow that the United States, in meeting this challenge, remains 
steadfast in its friendship to the captive peoples. 
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USEP operates primarily through contracts with the nonprofit voluntary 
agencies. USEP reimburses these agencies for actual expenses incurred under 
individually approved projects that implement escapee program policy objectives 
and are in keeping with the humanitarian objectives of the agencies themselves. 
No grants-in-aid are made. All phases of the operation are closely supervised by 
the USEP field staff through the careful development.of programs and projects, 
the negotiation of contracts, the control of registration of new escapees, the 
review of vouchers for reimbursement, frequent field inspections of activities 
underway and through systematic project evaluation and end-use audits. Proj- 
ects, whether involving direct aid in resettlement or interim assistance pending 
resettlement, are developed with an eye to the overall operational objective of 
establishing the escapees as useful and self-sustaining citizens of the free world 
community: an objective pursued not only for readily apparent humanitarian 
and sound economic reasons but also to provide dramatic demonstration of 
friendly concern for those who suffer or have suffered Communist oppression. 

Resettlement projects adjusted to the needs of the individual provide registra- 
tion, individual case counseling and assistance in securing visas. They also 
provide where appropriate vocational and language training, overseas transpor- 
tation and, in resettlement areas of difficult adjustment, reception and placement 
aid. Other resettlement projects provide for the special reestablishment of diffi- 
cult cases through institutional placement or local integration in the economies 
of the asylum countries. Interim assistance projects are designed to improve 
reception facilities, create better camp conditions and provide food, clothing and 
medical care supplementary to that available from local resources. Interim 
assistance projects also facilitate local employment orientation, meet special 
needs to bolster morale and ensure special feeding for mothers and infants. 

By effecting the resettlement of escapees from the countries bordering the 
Iron Curtain in which they seek asylum, the escapee program helps to assure 
the continuation of asylum for those who may in the future seek haven. In 
the light of continuing political ferment, which might at any time bring an in- 
creased influx of escapees (as was evidenced during the Hungarian revolt) the 
role of the program in helping to maintain a commensurate outflow from asylum 
countries, primarily through overseas resettlement, takes on an added signifi- 
eance. 

Under the USEP program in Europe and the Near East, a cumulative total of 
85,321 escapees had been resettled as of March 31, 1958, primarily in the United 
States, Canada, Australia, and Latin America; 11,864 had been locally integrated 
in Europe; and assistance had been terminated for 40,512 as no longer in need, 
or ineligible because of screening, or because of death, disappearances or other 
reasons. In the Far East (primarily Hong Kong) the program had resettled as 
of January 31, 1958, 18,000 refugees, chiefly in Taiwan, southeast Asian countries, 
and the United States; had provided local integration and related major assist- 
ance to an additional 10,000 and had assisted to a lesser degree 185,000 others. 

Now, as perhaps never before, is there need to continue and intensify our 
efforts in behalf of escapees. Developments in the scientific and technological 
fields, coupled with a somewhat altered cultural and political relationship be- 
tween the East and West, must not be permitted to diminish the hope for eventual 
freedom among the captive peoples or to convince them that the ultimate triumph 
of the Communist system is inevitable. Through continued aid to those who 
seek freedom, it is possible to maintain the consistency of our opposition to the 
Communist tyranny, assuring the oppressed millions that this cause has not been 
abandoned. 

The success of the escapee program and other free world assistance to refugees 
continues to be reflected in the intensity of the Soviet satellite antiemigration 
campaign designed to counteract this success by discrediting, demoralizing and 
inducing the repatriation of refugees. The special publications for refugees, 
the radio broadcasts, the individual letters and visits, and the activities of the 
Soviet Committee for Return to the Homeland and its satellite counterparts all 
relentlessly continue. A new element has been added in the effort being made by 
the Communist regime in Hungary to effect the return of the postrevolt escapees. 
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Every occasion is taken to influence governments and international bodies such 
as the United Nations High Commissioner for Refugees (UNHCR) and the Inter- 
national Committee of the Red Cross to bring about the return of the unaccom- 
panied youth, many of them former freedom fighters. Special activities have 
been directed toward the repatriation of outstanding individuals and groups, 
such as the former members of the Hungarian Olympic team now in the United 
States. 

During fiscal year 1958, in the interest of placing USEP assistance to new 
refugees on a more current basis, a concentrated effort was initiated to find 
satisfactory disposition for the less recent escapees, i. e., those who fled their 
homeland more than 3 years ago. This effort, involving the reestablishment 
of the great bulk of the so-called difficult-to-resettle and handicapped cases that 
constitute much of the older caseload, will be continued and intensified dur- 
ing the coming year. Under this concept, priority emphasis on overseas resettle- 
ment will continue including the further pursuit of efforts to develop not only 
resettlement to the United States under the provisions of Public Law 316 but also 
resettlement channels to other countries of immigration. An increasing number 
of local placements through institutional care or other permanent integration 
arrangements in asylum countries will be carried out. Substantial completion 
of the special program by January 1, 1960, should enable USEP henceforth to 
direct even greater efforts toward recent escapees so as to insure the reestab- 
lishment within a maximum period of 3 years from their escape date. 

It is estimated that the caseload of the program in Europe on January 1, 
1959, will be 32.874, and that during the course of 1959 there will be 14,850 addi- 
tions to the caseload. At the same time it is estimated that 20,200 persons will 
be resettled, 3,300 integrated locally into the economy of the asylum countries, 
and 7,179 dropped as no longer needing help or as ineligible for USEP assist- 
ance. These expected reductions in the caseload will total 21,679 leaving a case- 
load at the end of 1959 of 17,045. 

Program costs in Europe in providing the assistance necessary to accomplish 
the above rebjectives-will total $7,100,000 divided as follows: care and mainte- 
nance, $741,000; resettlement support, $1,966,000; local integration, $1,920,000; 
overseas transportation, $2,473,000. 

The million anti-Communist refugees who fled to Hong Kong in 1948-50, and 
those who continue to flee, are considered by the Chinese Communists as a dan- 
gerous symbol of rejection of communism, readily apparent to Chinese every- 
where. Hence the Communists lose no opportunities to undermine the refugee’s 
morale, a task made easier by the subhuman squalor arising from this sudden 
doubling of the Colony’s population. This Communist effort is concentrated 
particularly upon the leadership elements among the refugees with emphasis 
upon securing their repatriation by any means possible. 

It is toward the reestablishment of these same leadership elements that the 
USEP Far East program has directed significant emphasis. Projects are carried 
out for their overseas resettlement to Formosa, the United States and other 
areas; and for the local integration of those who cannot be resettled abroad. 
In addition, the Far East refugee program lends similar aid to other selected 
individuals and groups made conspicuous by extraordinary evidence of Com- 
munist Oppression or hardship: and provides projects such as housing, hospitals, 
and clinies, which are highly symbolic of Western concern and assistance. These 
activities complement the assistance rendered to Chinese refugees by other 
programs such as that of the Hong Kong authorities. 

All projects, whether for intellectuals or other selected groups, are carried out 
under criteria of selection designed to further United States interests. Aid 
rendered through the Far East refugee program becomes Known behind the 
guarded borders of the mainland, and knowledge of such aid helps to maintain 
the spirit of resistance among the captive population as well as to reinforce the 
concept of free China as a symbol of haven and refuge for Chinese who must 
remain under the yoke of the Communist regime. Further, the concrete evidence 
of American concern for the welfare of the men, women, and children who prefer 
the danger of escape to Hong Kong and the conditions of refugee life there to 
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existence under communism refutes both the Communist claims of a regenerated 
China and their propaganda that refugee aid from the United States is confirmed 
to members of the white race. In the Far East, the program will continue at the 
level requested of the Congress for 1958, namely $1,500,000. 

The $8.6 million requested for (fiscal year) (calendar year) 1959 has been 
programed as indicated below. Actual developments, however, may cause some 
shifting of funds between the various categories of activities in the interest of 
furthering the prime objective which is the resolution of the problems of the 
maximum number of escapees either through resettlement or through local 


integration. 
I. EUROPE AND MIDDLE EAST 


(a) Care and maintenance (average caseload of 24,959 escapees at 


TIE UEP UT Dn nh dtiedlnteulidinesteress $741, 000 
(6) Preparation and processing for resettlement (average caseload of 
24,959 escapees at approximately $79 each) __-_-________ _..... 1, 966, 000 


(c) Local integration in countries of asylum (3,300 escapees at ap- 
reer Been Obed) oe en 1, 920, 000 
(a) Transportation to overseas countries (20,200 escapees at approxi- 
Re” Wet NUNN een a ee esate eee _. 2, 473, 000 


Scere GN “DENNOU iS ee ten 7, 100, 000 


II, FAR EAST 


(a) Preparation and processing for resettlement (12,100 escapees at 














approximately $50 each) ___-_- Scbipael eelgrass tin eae teggontan 605, 000 
(b) Local integration in Hong _— (15 5,845 e esc ‘apees at ap proximate- 
ly $42 each) ...._...~.. cae s Year ee _ 665,500 
(c) Transportation and overseas resettlement (1,700 escapees at ap- 
SPOR SENG URCR) qo She an codk aeons, eee 
PO I i aces ness enmiead ce tee a ecneeaeceet ee, | a 
United States escapee program— Status of funds 
{In thousands} 
Regular program 
Fiscal year \ Ge inf 5 a Unliqui- 
dated 
SnPrSEEnaNS Obligations | Expenditures 
venenatis _ — — ee | ne | cen | eee 
in dhuniichtiwhintiowbeonhsnbodomnaae $23, 800 $21, 121 SRR TD A etiiienntc 
eke ee See ee annem 6, 000 5, 987 5, 710 $277 
1958 (through June) -_----.-.--- Se Pe eee 15, 850 5, 550 1, 240 4, 310 
nn cccnteeedieia cee eka 1 35, 650 32, 658 28, 071 4, 587 


1 Includes $360,000 made available from special assistance appropriation for veeeebantes ary assistance for 
Yugoslav-escapees and includes $300,000 of the $5,500,000 appropristion not apportioned to the Department 
of State. The total available for operations of the program was therefore $5,550,000. 


Hungarian program 

















Fiscal year Available Obligations | Expenditures} Unliquidated 
— $$$ $$ —__—_—__ — - - = — a — -— — — — — — — ——— — 
Prior years »chnaadtinbnd |---- : 
1957._..... | 5, 179 5,179 5,179 |-__- 
1958 (through June) - - 5, 719 5, 719 2, 501 3, 218 
agatha as 10, 898 | 10, 898 | 7, 680 | 3, 218 
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Program requirements in relation to availability 


{In thousands] 


Unliquidated balance available for 1958 program (regular USEP and 


BE TE Yi sas sii escheat ia ae aca ekg ercieatl i dacindtnaaenadlaiia lle $7, 805 
Less estimated expenditures, July-December 1958 


Balance unexpended on Dec. 31, 1958_...._.____.---...--._---._ 2, 855 
Less bills due for services rendered in 1958 but not paid on Jan. 1,1959__ 2,475 


Balance 380 


ACCOMPLISHMENTS 


Mr. Passman. What have you accomplished during the present 
fiscal year out of the appropriations for this purpose ? 

Mr. McCottvum. In the escapee program, sir? 

Mr. Passman. Yes, sir. 

Mr. McCouum. Mr. Dawson, may I ask you to answer that? 

He is head of that program 

Mr. Dawson. We went into the calendar year—we keep our records 
and expend our funds on that basis—with some 49,000 escapees. 

(The following information was subsequently supplied :) 

However, in fiscal year 1957 the program resettled 43,680 escapees and inte- 
grated, locally an additional 8,000 escapees. During the first nine months of 
fiscal year 1958 the program resettled 15,900 and integrated about 4,500. These 


figures include the Far East. 

Mr. Passman. What amount do you propose for fiscal 1959? 

Mr. Dawson. For fiscal 1959 we are proposing $8.6 million, which 
compares to $11,569,000, which we had last year, when you take the 
Hungarian and the other regular program together. 


COST OF HUNGARIAN PROGRAM 


Mr. Passman. Leaving the Hungarians out, what is the difference 
in numbers handled ? 

Mr. Dawson. I have not broken it out. The point is, Mr. Chair- 
man, this year we have merged the Hungarians so completely in the 
caseload as part of the regular program that we have not broken out 





: 
: 
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its cost separately, but that would come in the neighborhood of half 
and half of the European program. 

Mr. McCottum. We will attempt to get that to you as indicated. 

(The information follows :) 

Costs for the European portion of the program for fiscal year 1959 for non- 
Hungarian is $3,383,000 and for Hungarians it is $3,717,000. 

Mr. Dawson. Last year the Hungarian program was presented as 
a separate entity but this ye: iv it is merged into the several programs 
and USEP particularly is given primary responsibility for placing 
emphasis on solving that residual problem. 

Mr. Passman. Is it correct. to assume that the increase would be 
brought about by the Hungarian refugee program ? 

Mr. Dawson. Yes, sir; if that statement is qualified by the state- 
ment that that is an increase over the program excluding the Hun- 
garian program last year, but is a decrease from the program includ- 
ing the Hungarian program last year. 


TOTAL COST OF REFUGEE PROGRAMS 


Mr. PassMan. On the No. 1 program you gave us the total cost 
from its inception. Will you follow through and insert the total 
cost of the other programs in the record ? 

Mr. McCotium. Yes, sir. 

(The information requested follows :) 


Total cost to United States of refugee programs from inception to Dee, 81, 1958 


Program: Amount 
a ee a = oh Seas Selalbdaes : $73, 167, 578 
Peay. ens oe og Gt ee ee ee SS 5, 000, 000 
Escapee S ieiiesiacae Sesto ties 28, 000, 000 
Hungarian refugees___ os cea toe ed 18, 000, 000 
Pera TEMA Ces .. 34 ois. MK tc cen 563, 000 

Tetel is .. chan wtenanit bed nsatinbcendawthtiees b= duke Me Cee 


UNOBLIGATED AND UNEXPENDED BALANCES 


Mr. Passman. Will you also present for the record a table showing 
the unexpended balances in each of these categories ? 

Mr. McCotium. Yes, sir. 

Mr. WiceLtesworrn. As well asthe unobligated balances, if any, Mr. 
Chairman ? 

Mr. PassmMan. Yes, sir 

(The information requested follows :) 


Table of unobligated and unexpended balances 


{In thousands} 


| Unoblig ated | 


Unexpended 


ICEM ce 0 $ 


. adalat sa j $5, 500 
UNHCR ; : eee : 0 | 633 
Escanee ; ; 5 | 0 1, 00 
Hungarian refugees copes Se iS $3, 300 9, 217 
Egypt ian refugees _ isa g oes : ee ; as 0 200 


Total_.- Eo seep ptalb ana aise a a os Be z 3, 300 18, 050 
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CONSOLIDATION OF PROGRAMS 


Mr. Passman. Mr. Denton, do you have any questions ? 

Mr. Denton. The only question I want to ask is this: Why do you 
have to have these three agencies separate? I have been asking that 
every year. It looks to me as if you could consolidate them under 
one head. 

Mr. McCotitum. Yes, sir; would you like me to answer that again 
for the record ? 

Mr. Denon. Yes, sir. 

Mr. McCotivum. It is a problem, and that is why we put them all 
under one office in the Department ; so that we would not overlap. 

The United States escape program—USEP—is a unilateral pro- 
gram of the United States Government which has certain values which 
we do not want to get into the international field in the other areas. 

It deals with the recent escapees primarily from the Lron Curtain 
countries; the satellite countries of communism. So, we have a 
limited caseload dealing with people of particular interest to the 
United States. 

TheUnited Nations High Commission for Refugees, as the name 
implies, is an agency of the United Nations. As such it deals with 
both the legal protec tion of all refugees, whether they are from Lron 
Curtain countries or elsewhere, and with the resettlement of older 
refugees who are not on the USEP caseload. 

So, there is no duplication between their caseload and the high 
commissioner from the standpoint of maintenance and resettlement. 

The Intergovernmental Committee for European Migration is estab- 
lished to help migrants from heavily overpopulated areas of Western 
Europe, moving them to more underpopulated areas around the 
world. 

Mr. Denvon. Is that under the United Nations, or the United 
States / 

Mr. McCotium. Sir, the IC EM is not under the United Nations. 
It is an independent agency of 27 free nations of which there are 
no members of the Communist bloc, or Communist-controlled coun- 
tries as members. It moves surplus populations and refugees, but it 
is not. a refugee organization as such. 

Mr. Denton. That is all. 


UNITED STATES CONTRIBUTION TO PROGRAM 


Mr. Passman. Mr. Alexander? 

Mr. Atexanper. With reference to all of these programs—the 
escape program, the migration programs, and whatnot—what per- 
centage does the United States pay? 

Mr. McCotium. Sir, of course, for the United States escapee pro- 
gram we pay it all, as that is our own program. The United Nations 
High Commissioner for Refugees Program, as part of the U. N. 
polie: y, we pay 30 percent. 

In the Intergovernmental Committee for European Migration we 
have two percentages; one for administration, which is 29.76 percent, 
and for the movements, or for the actual cost of transportation, 41.76 
percent. 


251641—58- 82 
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Mr. Avexanper. Is that the one in which we have twenty-some-odd 
nations participating ? ? 

Mr. McCotium. Twenty-seven nations; yes, sir. 

Mr. Aurxanper. What are the main countries that are joining with 
us in this effort? 

Mr. McCotium. The main countries are Australia, Canada, Brazil, 
Argentina, France, Holland, Italy and Greece, Austria, Germany, 
and I have a complete list if you would like to have it, sir. 

Mr. ALexanper. I wanted just the main ones. 

The main contribution that these countries make is their willing- 
ness to take in refugees, rather than the money which they put into it! 

Mr. McCoutium. The countries of immigration and emigration 
contribute a per capita cost to the migrants as well as many contri- 
butions in the sense of taking these people into these countries. The 
so-called sympathetic countries—like the Scandinavian countries, con- 
tribute primarily to the administrative funds only on the basis that 
this organization is worth continuing to have these people migrate 
from heavily populated areas. 

Mr. Auexanper. Is there any standard rule as to the amount of the 
contribution ¢ 

Mr. McCottium. Is there a standard rule? 

Mr. ALExanper. Yes; on all of these programs. 

Mr. McCotium. To start with, in the ICEM program we have a 
set percentage scale of contributions to administrative expenditures 
which are obligatory on Government members and we have a resolu- 
tion which provides’ for $40 for movement per capita for the countries 
of immigration and emigration. Some countries give considerably 
more as, for example, Australia, which contributes $100 per capita 
for every migrant going to Australia. Italy contributes $60 for 
everybody leaving Italy. We have endeavored to get the per-capita 
contribution raised. Whereas we do have a maximum of 45 percent 
for our contribution, we are not up to that maximum, because there 
are other contributions which have been coming up, and we hope we 
can drop our percentage over a period of time. 

Mr. Avexanper. That is all, Mr. Chairman. 

Mr. Passman. Mr. Wigglesworth ? 


UNITED STATES ESCAPEE PROGRAM 


Mr. Wiaeteswortn. I have just a couple of questions: I am not 
clear on the statement with reference to the escapee request. I under- 
stand that you had $10,350,000 for the current fiscal year if we in- 
cluded $4.5 million made available for Hungarian relief. 

Mr. McCotium. Excuse me, sir. May I make a correction in my 
own fisures ¢ 

Mr. Wiacieswortn. Yes. 

Mr. McCotium. It was $11,569,000. 

Mr. WiceteswortH. What figure? 

Mr. McCotivum. I gave you a figure, I think, of $10.5 million. 

Mr. Wiacteswortu. You gave be a figure of $5,850,000, in the 
request here, and you said for comparative purposes, as I understood 
you, that there should be added to that $4.5 of the amount made 
available for the Hungarian relief program in 1958 ? 
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Mr. McCotium. Yes, sir; and I was in error on the $4.5 million 
figure. It should have been $5,719,600. 

Mr. Wiceteswortu. So, you had $11.5 million on that basis? 

Mr. McCotium. Yes, sir. 

Mr. WiccLeswortu. None of the money you are requesting on this 
item is to be used for Hungarian refugees in 1959? 

Mr. McCotium. Oh, yes, sir; and that is the figure I am to supply 
to the Chairman as to the amount of that $8.6 million for the Hun- 
garians. 
~ We have absorbed in the regular escapee program 

Mr. Wiceteswortn. I am trying to compare what you are re- 
questing in 1959 with what you had in 1958. 

Mr. McCoxtium. All right, sir. Last year the escapee program, 
plus the Hungarians, came to $11,569,000, 

Mr. WicGiesworrn. And this year? 

Mr. McCotitum. This year the regular program, plus the Hun- 
garians, comes to $8.6 million. 

Mr. WiacLeswortH. So, there is a $2,900,000 reduction ? 

Mr. McCotium. Yes, sir; $2,969,000 reduction in comparing likes. 





NUMBER OF REFUGEES, ESCAPEES, AND MIGRANTS HANDLED 


Mr. Wiccteswortn. What is the picture populationwise, as to all 
three programs? What is the size of the present population we are 
dealing with, and how does it compare with the situation a year ago? 

Mr. McCotuium. First, in the Intergovernmental Committee, the 
population comparisons would be on movements, which I assume is 
what you want, because obviously the population of the country 

Mr. Wiccieswortu. I am talking about the people we would like 
to move if we could. 

Mr. McCo.tium. We hope to move in 1959, 145,000 ‘people. The 
bulk of those would come from the countries of overpopulation where 
we would have to get the total of the population in order to get the 
percentage. 

Mr. Wiccteswortu. This is more or less a continuing problem? 

You do not have an overall total in mind, but it is an annual pro- 
gram ? 

Mr. McCottum. It is a continuing problem. 

Mr. WiccieswortH. How about the other two? 

Mr. McCottum. The High Commissioner program you might be 
interested to know has just completed a survey at our request, so we 
would know what his caseload was, and he indicated approximately 
54,000 refugees in Western Europe on his total caseload with ap- 
proximately 30,000 in camps. 

If you would like, we can submit the figures from this survey to 
the committee as they are current figures. 

Mr. WiceLeswortH. Have you comparative figures for a year ago? 

Mr. McCotium. No, sir; because this survey has never been made 
before. 

Mr. Wiccieswortu. Is the caseload increasing or decreasing? 

Mr. McCottum. It is decreasing, sir. 

Mr. Wiccteswortn. What is the picture on the escapee program ? 
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Mr. McCotitum. Mr. Dawson, do you have the comparative case- 
loads? 

Mr. Dawson. In answering that for a year ago, Mr. Wigglesworth, 
I would like to separate the Hungarians and the non- Hungarians 
because a year ago we were treating them separately. 

We had 24,000 of the non- Hungari ians on hand on the first of Jan- 
uary 1957, which was more than a year ago, and at the end of the 
year we had 19,250 of those. 

Mr. Wiceteswortn. At the end of what year’ Do you have refer- 
ence to calendar year or fiscal year? 

Mr. Dawson. Calendar year 1957. Despite a heavy influx of 
non-Hungarians 

Mr. WiccieswortH. Can you not give me a total figure / 

Mr. Dawson. Well, it is not quite that simple, because during the 
year, sir, we began to take on the residual Hungarian group in large 
numbers. 

Mr. Wiecieswortn. Give me the figures for July 1, 1957, and July 
1, 1958. 

Mr. Dawson. Yes, sir; we had on July 1, 1957, a total of 27,592 
Hungarians and non-Hungarians alike. 

Mr. Wiecieswortu. 27,592 ¢ 

Mr. Dawson. Yes, sir. But we were beginning to move into the 
Hungarian picture at that time. 

Mr. WiacLeswortn. What is your estimate for July 1, 1958? 

Mr. Dawson. On July 1, 1958, it would be 46,824. 

Mr. Wieeiesworti. That has materially increased ? 

Mr. Dawson. Yes, sir. 

Mr. WiacieswortH. For what reason / 

Mr. Dawson. The reason is that we were given by the administra- 
tion just about July 1, 1957, basic responsibility for resolving the 
problem of the residual group of some 50,000 or 60,000 Hungarians 
who were left over in Europe still, and these we had to absorb and to 
register, and that registration started and proceeded cautiously im 
order to make sure we did not take on anyone who was not in need. 

Mr. Wiaeteswortu. Will the number decrease in the future ? 

Mr. Dawson. Oh, ves, sir. At the end of 1958 it will be down to 
32.800, and at the end of 1959 it will be down to 17,000. 





REVOLVING FUND 


Mr. Passman. With reference to one of these programs under dis- 
cussion, do you have some money that is placed in escrow, or some- 
thing similar for the benefit of the individual at some subsequent 
date? 

Mr. Dawson. No, sir. 

Mr. Passman. There is nothing of that sort in this program ? 

Mr. McCotium. No, sir; nothing in escrow. 

Mr. Passman. There is not a kind of a revolving fund in which the 
individual participates / 

Mr. McCotuom. Yes, sir, for ICEM. ICEM contributes standard 
minor amounts to revolving funds administered by the voluntary 
agencies which then pay for the passage of a refugee on a loan note 
signed by the refugee who makes repayment over 2 years after arrival 
in the country of destination. 

Mr. Passman. Thank you very much, gentlemen. 
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WepNEspDAY, JUNE 18, 1958. 
UNITED NATIONS CHILDREN’S FUND 
WITNESSES 
DEPARTMENT OF STATE 


HON. FRANCIS 0. WILCOX, ASSISTANT SECRETARY FOR INTERNA- 
TIONAL ORGANIZATIONAL AFFAIRS 

ELMER M. FALK, INTERNATIONAL ADMINISTRATION OFFICER, 
OFFICE OF INTERNATIONAL ADMINISTRATION 


INTERNATIONAL COOPERATION ADMINISTRATION 
J. E. MURPHY, CONTROLLER 


Mr. Passman. The committee will come to order. The next witness 
is Assistant Secretary of State, the Honorable Francis O. Wilcox. He 
will testify this afternoon on the United Nations Children’s Fund. 

Mr. Secretary, do you have a statement to make to the committee? 

Mr. Wiicox. Yes, Mr. Chairman; I have a short statement I would 
be glad tosummarize if it is your wish. 

Mr. PassmMAn. You may read it. 


GENERAL STATEMENT 


Mr. Witcox. I am very appreciative of the opportunity to appear 
before the committee on this matter. 


FISCAL YEAR 1959 


This statement is submitted in support of the request for an appro- 
priation of $11 million for contribution to the calendar year 1959 
program: of the United Nations: Children’s Fund (UNICEF). This 
is the same amount that was appropriated for calendar year 1958. 

UNICEF was originally established to assist in meeting the needs 
of children in Europe following World War II. In recent years it 
has been reoriented to carry out a worldwide program of improving 
the health and welfare of children and mothers, with special emphasis 
on the underdeveloped regions. In 1957 UNICEF programs benefit- 
ing over 45 million children and mothers were in operation in 104 
countries and territories. 

Governments contribute to UNICEF on a voluntary basis, and sup- 
port for the program has grown steadily. For example, in 1953, a 
total of $14.3 million was contributed by 46 governments whereas in 
1957 contributions of $18.2 million were made by 81 governments. 

The United States has been contributing to UNICEF since its in- 
ception in 1946. On the basis of the 1958 fiscal year authorization 
and approprration an amount of $11 million has been pledged for the 
calendar year 1958 program. Since contributions from other govern- 
ments have increased substantially on a year-to-year basis, the United 
States has been able to decrease the percentage of its contribution 
from 72 percent in 1952 to 52.5 percent in 1958, while at the same 
time total funds available to the program have increased. It is 
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proposed that the percentage of the United States contribution be 
further reduced to 50 percent for 1959. 

In addition to cash contributions received by UNICEF, its pro- 
grams receive extensive local contributions known as internal match- 
ing. For program allocations made by UNICEF in 1957 totaling 
$24.1 million, assisted _ governments committed themselves to spenc 
the equivalent of $57.7 million, or an average of $2.39 for each $1 
received from UNICEF. 

Mr. Passman. In their own country, on their own people? 

Mr. Wi1cox. Yes, sir. These local contributions include services 
of local personnel, transportation, and locally available supplies, 
equipment, and facilities. Such large- scale local support indicates 
the deep interest in UNICEF projects on the part amen gov- 
ernments. 

UNICEF works closely with the World Health Organization 
(WHO) and the Food and Agriculture Organization (FAO), which 
are concerned generally with matters of health and_ nutrition, 
UNICEF provides the supplies and equipment which are not avail- 
able locally. WHO and FAO, as appropriate, provide the technical 
knowledge and advice requested by assisted governments in the plan- 
ning and execution of programs. This basic difference in function 
simplifies coordination and assures that the health, nutrition, and 
welfare programs of the three agencies are part of a unified approach 
in meeting the needs of children. 

UNICEF does not assume responsibility for starting and carrying 
out child health and welfare programs. It tries to encourage and 
assist governments to develop and expand their own programs which 
they will ultimately be able to carry on without UNICEF assistance. 
I want to underline that point, Mr. Chairman, because the main ob- 
jective in all these programs is to help them to develop the things 
they can carry to completion themselves. For instance, I visited a 
midwifery training school in the Philippines which turns out now 
about 200 midwives every year. It isin Manila. They have reached 
the point now where they need very little assistance from the Chil- 
dren’s Fund. They are able to do it almost. completely now on their 
own steam. This isthe principle they operate on. 

The principal areas of UNICEF activity and program forecasts for 
1959 totaling $22,100,000 are: 

1. Basic maternal and child health and welfare services, inc luding 
the establishment of rural health centers and clinics and the training 
of nurses and midwives. The program forecast for these services in 
calendar year 1959 is $5,105,000. 

2. Mass health campaigns against such crippling and killing diseases 
as malaria, yaws, tuberculosis, trachoma, and leprosy. The effect of 
these activities is dramatically apparent if we consider that the 
crippling and infectious disease of yaws, for example—which = 
almost always be cured by one 10-cent shot of penicillin—afllicts ¢ 
estimated 50 million pooper half of them mothers and children a 
most of the remainder who have had the disease since childhood. 
Malaria strikes 200 million persons each year, 2 million of whom it 
kills. The toll of such diseases, not only directly in human life but 
also in the vitality and productivity of nations, is almost incalculable. 
The program forecast for mass health campaigns in calendar year 
1959 is $10,211,000. 
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3. Activities to improve nutrition including long-range child feed- 
ing programs and the increased production and use of milk. Nutri- 
tion programs in calendar year 1959 are expected to cost $5,784,000. 

4. Emergency assistance for the victims of catastrophes such as 
earthquakes, floods, droughts, and famines, where the welfare of the 
child population is seriously affected. It is estimated that $1 million 
will be needed for emergency assistance in calendar year 1959. 

Moreover, 45 million children and mothers in more than 100 parts 
of the world received direct benefits from UNICEF-aided programs 
in 1957, by far the largest numbers being in the underdeveloped 
areas where poverty and disease are common. The significance of 
this work from a humanitarian, an economic, and a political point of 
view is, I think, obvious. It seems clearly in the United States interest 
to continue our leadership in providing generous support to this 
program. 

I may just add that the Children’s Fund has a great deal of support 
in the United Nations, and it has a great deal of support among our 
organizations and groups in the United States. I believe it is in our 
national interests to support the program and continue our leader- 
ship in it. 

Mr. Passman. Thank you, Mr. Secretary, for a concise, under- 
standable statement. 

Mr. Wiicox. Thank you very much, Mr. Chairman. 


PROPOSED REDUCTION IN UNITED STATES CONTRIBUTION 


Mr. Passman. It is proposed that the percentage of the Unite«|! 
States contribution to the total be reduced to 50 percent for calendar 
year 1959. 

Mr. Wicox. Yes, sir. 

Mr. Passman. I wish to commend the Secretary for his alertness to 
see that our contribution is reduced to half of the total, giving the 
other nations an opportunity to contribute to such a worthy program. 
It is the one program, I think, out of the many programs amounting 
to billions of dollars where it has been recommended that our con- 
tribution be decreased. You certainly have the best wishes of this 
committee, and I am sure I speak for the committee in commending 
your alertness in bringing this about. 


INTERNAL MATCHING 


Mr. Secretary, in the second paragraph of page 2, you say: 


In addition to cash contributions received by UNICEF, its programs receive 
extensive local contributions known as internal matching. For program allo- 
cations made by UNICEF in 1957 totaling $24.1 million, assisted governments 
committed themselves to spend the equivalent of $57.7 million, or an average 
of $2.39 for each $1 received from UNICEF. 


That means nations which are recipients of this are spending that 
much of their own funds on the program ? 

Mr. Witcox. Yes,sir. 

Mr. Passman. Would they have spent those funds if they had not 
received the contribution from the U. N.? 

Mr. Witcox. It is hard to say. 

Mr. Passman. Do you think that they would have? 
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Mr. Wricox. They might have spent some, but I think the encour- 

! agement coming from this kind of program where they get advice and 
help in setting up maternal and child health centers, et cetera, en- 

courages them to spend more of their own resources. We encourage 

| them to do more. 

t Mr. Passman. That would not be the main point of your concern, 

just indicating other nations spend their money ? 

Mr. Wiicox. No, sir. 

Mr. Passman. It has been indicated often during the hearings that 
other nations are spending certain amounts. But the witnesses neg- 
lect to indicate that they are spending the money for themselves, and 
what they get from us is additional, or plus, money. 

Mr. Anprews. In connection with the figure of $57,700,000 for 1957, 
Mr. Secretary, you stated that the assisted governments committed 
themselves to spend the equivalent of $57,700,000 in 1957. What was 
actually spent, if you know, in that year ? 

Mr. Witcox. I am not able to answer that completely because some 
of these projects do run for more than 1 year. 

While they committed themselves they would not have had an 
opportunity as yet to advance all the funds that might be required 
to liquidate some of the projects. I think we are able to get pretty 
good support. 

Mr. Anprews. Are they living up to the commitments pretty well? 

Mr. Witcox. Yes, sir; we are able to get increasing support from 
these governments. 

Mr. Passman. I believe the record indicates more and more nations 
are contributing larger amounts, thereby making it possible for the 
United States to reduce its contribution from 70 percent down to 50 
percent of the total. 

Mr. Witcox. Yes, sir. 

Mr. Anprews. Is this a United Nations program or strictly United 
States? 

Mr. Wiucox. It is a United Nations program. There are at the 
present time 81 countries contributing to the program. The number 
has increased very much over the years. 


METHOD OF MAKING PAYMENTS TO JU. N. 


Mr. PassmMan. When we make the appropriation it is then obli- 
gated for all practical purposes. The appropriation is made to the 
U. N., and the United States as such as no further direct control. 

We pledge the funds to the United Nations. Is there any provision 
for recalling or canceling any part of the fund once the money is 
made available ? 

Mr. Witcox. We make the funds available over the year. We do 
not make them all available at once because we pledge on a matching 
contingent basis. So if the other countries do not come up with their 
50 percent share contemplated, we would not contribute the full 50 
percent. 

Mr. Passman. On the $11 million requested for calendar 1959, 
how much will you turn over to the U. N. in the first check ? 

Mr. Fark. Normally we make a pledge to the UNICEF organiza- 
tion. We make no contribution whatsoever to UNICEF until they 
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first request us for a payment. If, for instance, they have received $2 
million from all other governments put together, they would then 
ask us for $2 million as a matching contribution on the 50-percent 
basis. We never contribute in advance to UNICEF until contribu- 
tions have come in from other governments which we then match. 

Mr. Passman. What is the amount of funds you have on hand 
undisbursed or pledged ? 

Mr. Fark. For the calendar year 1958 program, $11 million was 
appropriated from fiscal year 1958 funds. While we have pledged 
the entire $11 million, we have contributed thus far somewhat less 
than $3 million. 

Mr. Passman. How much do you have from prior years ¢ 

Mr. Fark. Nothing. There are no resources left over from fiscal 
1957. All those funds were contributed. 


PUBLIC RELATIONS WITH RESPECT TO CHILDREN’S FUND 


Mr. Passman. What portion of the $11 million will be spent for 
advertising, representing, for example, placards showing little chil- 
dren on crutches such as I see in practically every church and preach- 
er’s study I visit during the recess of Congress ? 

Mr. Witcox. I do not think any of these funds so far as I know 
are spent—I will stand corrected if I am wrong—I think that kind 
of advertising is probably done by the United States Committee for 
the Children’s Fund which is a national nongovernmental organiza- 
tion made up of interested citizens who want to further the work of 
the Children’s Fund. 

Mr. Passman. From what source do they get their money ¢ 

Mr. Wiicox. From contributions of people who might want to 
contribute to the fund or local groups. 

Mr. Passman. This is very well tied in with the overall foreign aid 
program. It encourages members of the clergy to place their stamp 
of approval on the entire foreign aid program. I have had blanket 
endorsement from fine church groups to support the entire program, 
because of their interest in the Children’s Fund. When I explain that 
the Children’s Fund constitutes maybe as much as one-tenth of 1 
percent of the total they respond that the program has been mis- 
represented to them. 

I wonder, Mr. Secretary, if you would make some recommendations 
to this committee that the church groups and members of the clergy 
should not be misled into believing this fund constitutes a large per- 
centage of the total program. Do you not think it would be well for 
the churches and others to be properly informed as to the small per- 
centage of the overall program this represents ? 

Mr. Witcox. Yes, sir; I was not aware this tie-in took place in any 
of the campaigns or public relations carried on. Maybe some local 
committee is doing it. 

Mr. Passman. These posters are impressive. If I did not know as 
much about the program as I do, they might tempt me to go out 
and wire my Congressman, urging him to support the entire program. 
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POSSIBILITY OF TRANSFERRING PROGRAM TO PUBLIC HEALTH SERVICE 


Could this program legally be handled by the United States 
Public Health Service ? 


Mr. Witcox. This program ? 

Mr. Passman. Yes. 

Mr. Wircox. I think it could be. 

Mr. Passman. Has any thought been given to transferring it to 
that Department, so it would not be tied into something as complex 
as the foreign-aid program ? 

Mr. Wricox. We would be glad to give consideration to that. Most 
of the programs of an international character of this kind we nor- 
mally center in the Department of State; the responsibility of taking 
care of the budget request and that sort of thing. 

All of these programs are run on a team basis. The State Depart- 
ment does have certain responsibilities. For example, Mrs. Oettin- 
ger, who is head of the Children’s Bureau, will represent us now on 
the UNICEF Board. She has taken over from Dr. Martha Elliott 
and will represent the United States on the Board. It is a team 
affair with the State Department and the other interested Govern- 
ment agencies participating. 

Mr. Passman. I am pleased that the gentleman states some consid- 
eration will be given as to the feasibility of transferring this program 
to the United States Public Health Service. 

Mr. Anprews. May I ask a question, Mr. Chairman ? 

Mr. PassmMAn. Yes, sir. 


MALARIA PROGRAM 


Mr. Anprews. We had a program discussed yesterday, the malaria 
eradication program. I noticed on page 3 he mentions malaria in con- 
nection with this program. 

I would like to know if there is any duplication of effort or expense 
in these two programs, Mr. Secretary. 

Mr. Wicox. No, sir. I do not think there is any dunlication here. 
There is cooperation, as I nointed out, between the Children’s Fund 
on the one hand and the Food and Agriculture and World Health 
Organization on the other hand. 

Mr. Annrews. I am talking about the other program for $25,600,- 
000, known as the malaria-eradication program. 

Mr. Witcox. This is the United States program, the bilateral pro- 

gram, that you are speaking of ? 

~ Mr. Anprews. Malaria eradication; that is purely a United States 
program. 

Mr. Wicox. Yes, sir, primarily. 

(The following was submitted later :) 

The request for $25.6 million for the malaria-eradication program includes 
$19.6 million for use in bilateral programs. However, it also includes $3 million 
for contribution to the World Health Organization, and $3 million for contribu- 
tion to the Pan American Sanitary Organization. ,The UNICEF malaria nrogram 
is part of the overall cooperative effort to eradicate malaria and its efforts are 
closely coordinated with other agencies working in this field. 

Mr. Anprews. This isa United Nations program ? 

Mr. Wiicox. Yes, sir. 
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Mr. Anprews. The United States program, known as the malaria- 
eradication program, is interested in trying to eradicate malaria? And 
they treat patients suffering with malaria we are told. 

Mr. Wiicox. Yes. 


Mr. Anprews. Under this UNICEF program you go after all dis- 
eases, malaria being one of them. 

Mr. Wucox. Not all diseases. There are some that are peculiarly 
“geared” to children, if I may use that term, that affect children in 
various parts of the world, the underdeveloped areas, particularly the 

ones I mentioned—malaria, yaws, tuberculosis, trachoma, and leprosy. 

Mr. Anprews. On the face of it, it seems there is a duplication here 
between these programs. 


Mr. Witcox. No, sir. We do have bilateral programs in the tech- 
nical-assistance field. I do not think they overlap with those that 
are conducted by the United Nations on a cooperative multilateral 
basis. Every effort is made to see to it that they do not overlap. The 
need in all these countries is so great it would be tragic indeed if we 
were to duplicate and waste. We make great efforts to avoid dupli- 

cation of the kind you refer to, both in the field and in Washington 
and New York. 

Mr. Passman. The request is for $11 million, the same amount as for 
the current fiscal year ? 

Mr. Witcox. That is correct, sir? 


JUSTIFICATION OF ESTIMATES 


Mr. Passman. We shall insert in the record pages 65 through 68 
of the justifications. 
(The justifications follow :) 


UNITED NATIONS CHILDREN’S FUND—NONREGION A! 


United States interest—The United Nations Children’s Fund (UNICEF) is 
well known throughout the world for its programs designed to improve the health 
and welfare of children and mothers. The very nature of UNICEF’s work does 
much to engender good will and understanding. UNICEF programs are carried 
out primarily in underdeveloped countries where poverty is general, food is 
searce, and disease iscommon. The staggering needs of people in these countries 
have such a humanitarian appeal that an increasing number of governments, 
organizations, and individuals are contributing to UNICEF. 

Improved health, welfare, and nutritional standards in underdeveloped coun- 
tries are indispenable if there is to be sound economic development. Some 8 
million children under the age of 10 die each year in the less developed areas of 
the world. Countless others live on with physical impairments which preclude 
them from becoming productive members of society. The UNICEF program is 
having a real impact on the economies of the less-developed countries—an impact 
fully in accord with United States objectives. The U. S. 8S. R. has become aware 
of the importance of assisting UNICEF and has been making regular contributions 
since 1955. In view of these considerations it is important that the United States 
maintain its leadership in supporting UNICEF. 

UNICEF program.—UNICEF programs are primarily directed to permanent 
improvement of child-health conditions. Their purpose is to initiate activities 
which assisted countries are not in a position to carry on by themselves. 

The needs of children throughout the world are so great that sufficient inter- 
national funds to meet all of them are not available. It has been necessary, there- 
fore, for the Children’s Fund to establish criteria which must be met before the 
programs are undertaken. UNICEF’s principal interest is in projects which deal 
with basic inadequacies in child eare and which combine economy, maximum 
number of children reached, and a permanent acceptance of responsibility by the 
local governments. Before long-range programs are undertaken they must be 





| 
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h geared to the administrative and financial capacities of the countries as well as 
f to the needs of the children. Host governments must not only match funds 
i allocated by UNICEF with substantial local contributions but they must also 
agree to take over programs following termination of UNICEF aid. 


Program summary 


[In thousands] 
Fiseal year 1957 $10, 000 
INTE SUNIL NE” DIES is cick ies lege bao pee horas Ree 11, 000 
Proposed fiscal year 1959 


PL TSS 


Detail of program—Government contributions to UNICEF central account 


{In thousands] 





' a E 5 pillage piesa 2 
Calendar year oak nited Ste ates! Other united States 
Re percentage 
Sei aillire an = ail — +! leckintine “| Socmalitesdeeielesieabta 
f 1953 a i anime alee 9, 800 | 4, 500 | 68.0 
; 1954 2 8, 300 5, 300 | 61.0 
; 1955__. ‘ 9, 000 6, 600 | 60.0 
} Mc abs . 9, 700 7, 800 | 55.5 
E 1957__. ‘ : 10, 000 | 8, 200 | 55.0 
ae : 111,000 19,900 | 52.5 
1959__- | 211,000 | 111,000 | 50.0 
. ' Estimated. 
2 Proposed. 
Obligations and expenditures 
[In thousands] 
| — 7 : — 
} Economic assistance Obligations | Expenditures Unliquidated 
: | 
Cumulative June 30, 1957 : ‘ si $53, 481 | $46, 706 | $6,775 
Estimate fiscal year 1958 = | 11,000 11,000 | .Ee Soe 
Cumulative June 30, 1958 : 64, 481 57, 706 6, 775 


More than 45 milnon children and mothers in 104 countries and territories 
received direct benefits through UNICEF aided programs during 1957, compared 
with 37 million children and mothers in 98 countries and territories who were 
} assisted during 1956. During 1957, 16 million children were vaccinated against 
tuberculosis; 55 million children and mothers were protected against malaria 
and other insect-borne diseases ; 5.6 million children and mothers were treated for 
yaws; and 4.5 million children and mothers were given milk and other food sup- 
plements under the long-range feeding programs. Furthermore, some 13,400 
maternal and child health centers throughout the world, primarily in Asia, have 
been allocated basic equipment and expendable supplies. UNICEF also provided 
: a limited amount of emergency aid to children in countries affected by 
eatastrophies. 

In 1959 UNICEF is planning a continued gradual expansion of its program. 
The attached table, UNICEF Allocations From the Central Account, provides 
information on allocations by area and type of activity for 1957, 1958, and 1959. 

There are two methods by which governments contribute to UNICEF’s work: 
(1) Contributions to tae central account for allocation by UNICEF for aid in the 
various countries requesting assistance. These funds are used principally to 
purchase supplies and equipment that are not manufactured locally. (2) Con- 
tributions in local currency and resources by assisted governments which are 
used in conjunction with the funds allocated by UNICEF from its central 
account. The local contributions are used mainly for such items as supplies 
which can be obtained locally, services of local personnel, buildings, and transpor- 
tation. The amount of local contributions is at least equal to, and is usually 
more than, the amount of international funds allocated to a project. On the 
average, total local contributions are double the amount of voluntary payments 
to the central fund. UNICEF has been increasingly successful in stimulating 
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self-help on the part of the assisted governments and peoples. In 1957 assisted 
governments provided matching contributions consisting of local currency or 
services with an estimated equivalent value of $57 million. This compared 
with $51 million in 1956 and $26 million in 1955. 

United States contribution to UNICEF.—UNICEF operates on a calendar- 
year basis. Congress authorized and appropriated $11 million of fiscal year 
1958 funds for contribution to UNICEF's calendar year 1958 program. A simi- 
lar sum‘of $11 is now being requested for contribution to the calender year 
1959 program. It is planned that the percentage of the United States contri- 
bution in calendar year 1959 be decreased to 50 percent of total Government 
contributions to the UNICEF central account as compared to 52.5 percent in 
1958. It is anticipated that increased contributions from other governments 
will enable the United States to contribute the full $11 million. 

The table summarizing Government contributions to the UNICEF central 
account shown on the first page of this section illustrates the gradual reduc- 
tion that has been taking place in the percentage of the United States contri- 
bution. It also points up the increasing financial support which UNICEF has 
been receiving from other governments, a development which the United States 
has continually encouraged. This development has been effectively stimulated 
by the gradual reduction in the percentage of the United States contribution 
and by the intensive fund-raising efforts to the UNICEF administration. 

Beginning in fiscal year 1955, the United States Department of Agriculture 
has made dried skim milk available to UNICEF on a grant basis under the 
authority of title III, Public Law 480. Grants to UNICEF under this authority 
have averaged somewhat in excess of 100 million pounds annually. In fiscal 
year 1957, 107,700,000 pounds were donated to UNICEF. ‘These donations are 
additional to United States Government cash contribution to the central account 
of UNICEF. They have not been included in arriving at the ratio of United 
States contributions to contributions from other governments. 

The U. 8. S. R. has been contributing 2 million rubles ($500,000) to UNICEF 
each year since 1955. This money is used for the procurement of materials from 
within the U. 8S. 8S. R such as DDT, bicycles, and hospital equipment. 


UNICEF allocations from the central account—By area and type of activity 


{In thousands] 


Actual allocations,| Target program, | Program forecast, 
calendar year calendar year calendar year 
1957 1958 1959 


| 
Amount |Percent) Amount | Percent) Amount | Percent 


Programs by area 


Africa 1, 632 8.0 3, 555 16.8 4, 360 19.7 
Asia 7, 191 35. 2 6,915 32. 6 6, 390 23.9 
Eastern Mediterranean 2, 638 12.9 3, 080 14.5 2, 615 11.8 
Europe 972 4 830 3.9 1,140 | §. 2 
Latin America 7, 649 37.5 6, 270 29.6 7, 245 32. 8 
Interregional 333 1.6 550 2.6 350 1.6 
Total, area assistance 20), 415 100. 0 21, 200 100. 0 22, 100 100. 0 
Programs by activity 
Maternal and Child Welfare Services and 
Training 6, 416 31.4 5, 340 25.2 5, 105 23.1 
Mass Health 9, 553 16.8 11, 144 52.6 10, 211 46.2 
Nutrition 
(a) Long-range feeding assistance 2, 792 13. 7 2, 051 9.7 3, 874 17.5 
6) Milk conservation 1, 267 ‘6.2 1, 665 7.8 1,910 8.7 
Emergency aid 387 1.9 1, 000 4.7 1, 000 4.5 
Total, project aid- 20, 415 100. 0 21, 200 100.0 22, 100 100.0 
Administrative and operational services 3, 732 3, 700 3, 900 
Total allocations : 24, 147 24, 900 26, 000 
Includes contributions from governments and contributions from private sources. Hence the total 


amount of funds allocated in any year exceeds the amount obtained from Government contributions 








rN 


S aiaaaetie 





1308 


United Nations Children’s Fund—Government contributions to central account by 
calendar year 


a) 


1956 | Estimated, 


o 
on 

















Country 1953 1954 195£ 
| | 1957 
| 

Australia _______-- | $224, 000 $450, 240 $566, 720 | $448, 000 $501, 760 
ee | 161, 725 200, 089 180, 505 510, 679 505, 415 
Oaneda...........-- | 507, 614 515, 464 | 507, 574 662, 072 666, 901 
Colombia_____------ 25, 606 100, 000 32, 200 285, 361 256, 354 
France. 500, 000 500, 000 | 785, 714 785, 714 785, 714 
Germany. .----- . | 119, 048 119, 047 190, 476 | 314, 285 380, 952 
OS a ‘ | 315, 000 315, 000 | 336, 000 | 335, 781 | 335, 781 
Reso. : 6 ORO Ticaiiccdcewet 100, 000 200, 000 | 200, 000 
paenieo.........-*. Si Be Fema 150, 000 300, 000 | 300, 000 
Sweden_____-- a i 193, 050 193, 050 | 193, 050 | 193, 050 212, 355 
Switzerland _ = we | 163, 800 163, 800 | 163, 800 | 234, 000 | 2 4, 000 
United Kingdom_-.-_- ‘. | 230, 000 | 560, 000 560, 000 560, 000 616, 000 
U. 8.8. R- cons | cr ee 500, 000 500, 000 500, 000 
Yugoslavia _- : ; | 170, 386 | 200, 000 | 200, 000 | 200, 000 200, 000 
Other governments -- i | 1,787,299 1, 991, 550 | 2, 164,731 | 2,276,415 2, 505, 768 

Subtotal__- ae | 4,452,528 | 5,308,240 | 6,630,770 | 7,805,357 | 8, 200,000 
United States -_---_- ‘ | 9,814. 333 8, 300, 000 9,000,000 | 9, 700, 000 10, 000, 000 

ea — : | 4 14, 266, 861 13, 608, 240 | 15, 630, 770 | 17, 505, 357 1 18, 200, » 000 
Number of countries contributing ‘ | 46 | 61] 72 81 ‘ig "81 

| 








Mr. Passman. Again I want to commend the Secretary for his excel- 
lent statement, factual, and concise. I certainly want the record to 
indicate that I am supporting this particular program in its entirety. 
I hope that all the way up to the top echelon they might take note of 
the progress you are making in watching over this program and seeing 
that our contributions are reduced when other countries raise their 
contributions. 

Mr. Gary? 

Mr. Gary. I am glad to hear they have been able to bring that down. 
This is one of the programs I am very much interested in. I have 
defended it. I thought our contribution was a little out of proportion 
to the contributions made by the other nations. 
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(Discussion off the record.) 

Mr. Gary. No further questions. 

Mr. Passman. Mr. Denton? 

Mr. Denon. I have heard very good reports about your commit- 
tee. From what I hear, you are doing a good job. I do not blame 
some of these other people trying to tie onto your program. I think 
you are doing a fine job. 

" Mr. Witcox. Thank you very much, Mr. Denton. I appreciate 
that. We are doing our very best to see the program is well run. 

Mr. Passman. Mr. Alexander? 

Mr. ALexanpver. No questions, sir. 

Mr. Passman. Mr. Andrews? 

Mr. Anprews. No questions. 

Mr. Passman. Mr. Wigglesworth ? 

Mr. Wicciesworrn. No questions. 

Mr. Passman. Mr. Ford? 

Mr. Forp. As I understand it this request for $11 million is for 
payment for calendar year beginning January 1, 1959. 

Mr. Witcox. Yes, sir. 

Mr. Gary. Will the gentleman yield? 

Mr. Forp. Yes. 

Mr. Gary. This is one of the programs we had considerable trouble 
working out because they operate on a calendar year basis and we 
operate on a fiscal year basis, but we finally got it straightened out. 

Mr. Forp. I remember when we had to finance an extra 6-months’ 
period. 


Mr. Passman. Off the record. 
(Discussion off the record.) 


UNITED STATES DONATIONS OF NONFAT DRY MILK 


Mr. Forp. I notice on page 66 of the justification book that for the 
several years beginning in fiscal year 1955 the United States Depart- 
ment of Agriculture has made certain contributions to UNICEF 
under title III of Public Law 480. I think it would be well to have 
in the record the yearly breakdown of those contributions both as 
to quantity and dollar value. I do not object to that additional 
contribution, but I doubt if many people are familiar with the fact 
that it is an additional contribution. 

Mr. Witcox. That can be very easily done and I shall be glad 
to furnish that for the record. 

(The information follows :) 
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United States donations of nonfat dry milk under authority of title III, Public Law 480 

) ; acini legacies : a 

{ Fiscal year Thousand Thousand 

i pounds dollars 
eget ; Sa eee lees Se Te = 

‘ 1955 } a 83, 589 | $15, 322 

; ROCESS. vier Sik ately eee hi ceh cad kha aeases RP cee 126, 356 e 23, 250 

\ 1957 _ 107, 171 | 21, 970 

) 1958 78,971 | 14, 504 

f 1 United States donations of dried milk to UNICEF began in fiscal year 1955, 

i i ie MED r as 

Mr. Forp. Are you anticipating in fiscal 1959 that similar contribu- 

tions will be made? 

Mr. Witcox. Yes, sir, a similar contribution, somewhat less than 

the average that has been given over the last 4 or 5 years. 

Mr. Forp. Just so we have in the record on a fiscal or calendar year 

. basis the quantity, and identify the items as well as the dollar value 

| of the individual items. 

t 

I GOVERNMENT CONTRIBUTIONS TO 1957 PROGRAM 

' 


Earlier I believe it was indicated that 81 countries had participated. 

) To get the record straight I think we ought to differentiate between 
contributions and participation. I do not think you meant 81 coun- 
tries have contributed in the sense of monetary c ontribution. 
. Mr. Witcox. Yes, sir; that is precisely wh: it I meant: that 81 coun- 
tries are now contributing to this program in one form or another. 
Mr. Forp. I agree to that but I think there is a difference between 
contributing something in kind and contributing something in the 
sense of taking money out of their treasury and putting it in this 
treasury. Isthat not true? 

Mr. Witcox. There are 81 countries who are contributing to the 
central fund. There are about 104 countries and territories benefit- 
ing in one way or another from the program but there are this many 
countries contributing. If you would like, I would be glad to make 
available for the record a list of the countries and the contributions. 

Mr. Forp. On this chart on page 68 you have listed approximately 
15 countries. In the last line you have put other governments, which 
covers the waterfront. 

Mr. Witcox. Yes, sir, only those countries contributing $200,000 
and above are listed here. There are some 60 others that contribute 
smaller amounts than $200,000. 

Mr. Forp. To have the record straight, let us have the full list and 
total contributions. Make it on a comparative basis so we do have 
some factual data to refer to. 

Mr. Witcox. Very well. 

(The information referred to follows :) 
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United Nations Children’s Fund—Government contributions to the calendar year 


Country : 
Afghanistan_____-.__- 


UNION sites ccc csciicncaen 
NN cineinis-icatistiacnaiticn 


China (Taiwan) 
IN corcsingtticnicicinoaias 
i. yo 
Czechoslovakia_______ 
Romer ek 23 oe 
Dominican Republic__ 
Eeuador 


ET Ss dca os eae toe 
PN isc hesiccabencanencoke 
i ndientnienecinsat scents 
Germany, Federal Re- 

public of 
yreece 


Oo | 
Hong Kong 
Iceland 


ME ss pic gay hn mesa 
NN oo cde 
Bs ec itien aet e ; 
se asa 


? 


SN 


1957 program 
Amount | Country—Continued 
$7, 200 Pa Meciscireinicnsciaons 
116 Ce ne Se 
42, 857 er ei 
501, 760 MI rcnctninctccadpundvnaees 
38, 462 Nai icbesntacanteeiesares 
135, 000 Liechtenstein_._______ 
505, 415 Luxembourg__._..-_-_ 
1, 624 I cca ietne te eed 
56, 000 Bite te es, 
2, 500 eee entree 
668, 615 ak eS 
14, 726 Netherlands___._..__ 
65, 000 New Zealand____.._ 
10, 000 CN iii ierentieat 
256, 444 North Borneo_._._. ~~ 
30, 000 DOE WES indienne ee 
34, 722 ig) See ee 
72, 400 FN isc en 
20, 000 PIT oii ciate 
1, 000 PO iicaatsecck ee 
55, 245 Be NN inc ccsiomsssamirains 
40, 000 PE ress scckccciecticinectinesy canta 
8, 000 UII sik end ctl 
21, 739 SOR OORO Kooi tics 
, 071, 428 a RE a re 
Ge ae as 
380, 952 NR d Es eae 
28, 557 Switzerland_._........ 
583 I ecient chanel 
40, 000 TRAMOUG. 2 ie she 
10, 000 Trinidad and Tobago_. 
20, 000 Ae ic icatanis nica vasaiioeeet 
3, 500 IN I oi cased cece 
10, 682 United Kingdom______ 
335, 781 United States_____.___ 
110, 000 Line lp. sh Oe ey 
200, 000 Vatican State_...._____ 
56, 000 I ceca io ec 
5,110 Okt icdeieces 
27, 778 
96, 000 Ne scomccsa ecaciiad, 
5, 540 


Amount 
$99, 791 
1, 395 


105, 263 
182, 000 


10, 000, 000 


500, 000 
1, 000 


Mr. Forp. Did I understand you to say that over 100 nations were 


making contributions ? 


Mr. Wircox. Counting local contributions. 
__ Mr. Forp. Add in on a separate breakdown those countries which 

do not make contributions to the central fund but which do make 
contributions for their own benefit. 


Mr. Wixcox. Yes, sir; we will be glad to do that. 


That 104 figure 


included some other entities than merely sovereign states because 

there are not quite that many sovereign states in the world. 
Mr. Passman. Would you indicate the countries and territories? 
Mr. Forp. Yes, so that we have a complete picture. 
(The information follows :) 
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COUNTRIES AND TERRITORIES WHICH Dip Nor CoNtTrisuteE To UNICEF CENTRAL 
ACCOUNT FOR CALENDAR YEAR 1957 BUT WHICH MADE LOCAL CONTRIBUTIONS TO 


PROJECTS IN THEIR COUNTRIES 


Aden 

Algeria 

Barbados 

Basutoland 

Bechuanaland 

Bolivia 

British Guiana 

British Honduras 

British Somaliland 

British Virgin Islands 

Cameroons (under French administra- 
tion) 

Dominica 

Fiji 

French Equatorial Africa 

French Guiana 

French West Africa 

Gambia 

Ghana 

Gilbert and Ellice Islands 

Hungary 

Kenya 

Liberia 

Mauritius 

Montserrat 

Netherlands New Guinea 


New Hebrides 

Nigeria 

Northern Rhodesia 

Nyasaland 

Portugal 

St. Helena 

St. Kitts 

St. Lucia 

St. Vincent 

Sierra Leone 

Solomon Islands 

Somaliland (under Italian administra- 
tion) 

Southern Rhodesia 

Surinam 

Tanganyika (under British administra- 
tion) 

Togoland (under French administra- 
tion ) 

Uganda 

Uruguay 

Venezuela 

Western Samoa (under New Zealand 
administration ) 

Zanzibar 


Mr. PassMan. Thank you very much, gentlemen. 


EXPANDED TECHNICAL-ASSISTANCE PROGRAM AND 
SPECIAL-PROJECTS FUND 


Mr. Passman. The Assistant Secretary of State, the Honorable 
Francis Wilcox, will testify on the request for the expanded technical- 
assistance program and the special-projects fund. 

Mr. Secretary, do you have a general statement to make to the 


committee ? 


GENERAL STATEMENT 


Mr. Witcox. Yes, Mr. Chairman. 


I appreciate very much the opportunity of presenting the admin- 
istration’s request for funds for the contribution of the United States 
to the United Nations expanded technical-assistance program and the 
new, related special-projects fund for calendar year 1959. 

For fiscal year 1958 the Congress appropriated $15.5 million, which 
was pledged to the United Nations program subject to the limitation 
that the United States contribution would not exceed 45 percent of 
total contributions. The request now before you is for the appropria- 
tion of $20 million in new funds and is designed to cover both the 
expanded technical-assistance program to which we have been con- 
tributing in the past, and the new special-projects fund which was 
approved by the General Assembly in December 1957. These pro- 


grams are by no means 2 totally different things; rather, they are 2 


sides of the same coin. Both are technical-assistance programs; and 
in a very real sense the new one grows out of the old. Therefore, I 
should first discuss the expanded technical-assistance program. 


1313 


It is my understanding that Dr. Walter Judd, who served on our 
delegation in New York during the last Assembly, and handled this 
question there, will appear before the committee tomorrow and dis- 
cuss in some detail the new special projects fund. 

Mr. Passman. If our distinguished colleague, Dr. Judd, wishes to 
appear before the committee, we shall be pleased to hear him, or he 
might submit a statement. 

Mr. Gary. Off the record. 

(Diseussion off the record.) 


SUPPORT OF TECHNICAL ASSISTANCE THROUGH MULTILATERAL CHANNELS 


Mr. Wixcox. The United States has found it wise to support tech- 
nical assistance through multilateral channels for several good 
reasons. 

(1) Participation in international programs in which other gov- 
ernments share the cost is more economical for the United States than 
bearing the cost alone. 

Here we are paying less than 50 percent. We get really twice as 
much technical assistance in an area than if we were doing it ourselves. 

Mr. Passman. May I reply to the distinguished Secretary. 

There is another program on which the executive department no 
doubt spent many hours reaching a decision as to the needs, and they 
submitted a figure of $142 million. But somewhere down the line in 
Congress, somebody said, figuratively, “You need $150 million.” 

You will find that we are involved in another program which, if 
it is not a brother or sister, is a first cousin. What is the name of 
that one ¢ 

Mr. Mureny. The Organization of American States. 

Mr. Passman. Did you mean to imply it would be better to shift 
the $150 million to the United Nations? 

Mr. Wiicox. | would be in favor of shifting gradually some of our 
bilateral assistance to multilateral assistance when the United Nations, 
as a result of experience, indicates it can handle it. 

Mr. Passman. I would areger ate shifting it out of the United Na- 
tions into the United States. But kindly proceed with your statement. 

Mr. Witcox. There are other reasons why I think it is wise to handle 
some of this assistance through multilateral channels: 

(2) Many countries—particularly the new and sensitive countries- 
prefer to request assistance from an international organization of 
which they are members and to which they contribute rather than from 
an individual foreign government. This does not mean that they do 
not know and recognize where the largest portion of international aid 
comes from. Much good will accrues to the United States from its 
strong support of technical assistance activities of international organ- 
izations—at times a good will which we could gain no other way. 

(3) Experts are recruited from 61 other countries, both lessening 
the demand on United States manpower in fields where United States 
experts may be scarce, and often substantially lessening the cost of 
such expert services. 

As you know, the expanded technical assistance program of the 
United Nations was established in 1950 and has been providing tech- 
nical assistance in gradually increasing amounts since its inception. 
During the life of the program total contributions from other govern- 
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ments have doubled. In 1950 other governments contributed $8 mil- 
lion ; for 1958 their contributions will exceed $16 million. During this 
same period the United States contribution increased from $12 million 
in 1950 to $15.3 million for 1957. 

_ Thus, Mr. Chairman, while the total available resources have stead- 
ily increased, the United States has been able to decrease its percentage 
from 60 percent in 1950 to 45 percent for 1958. ' 

Mr. Passman. Does the present law call for the limitation ? 

Mr. Witcox. The present law, the one that is now in effect, enacted 
last year, calls for a reduction from 45 percent in 1958, to 38 percent 
in 1959, to 33.33 percent in 1960—in 3 steps. 

Mr. Passman. And this year’s legislation is advocating going back 
up the ladder again ? : 

Mr. Witcox. Not going back up, but holding it at somewhat less 
than it is for this year. 

Mr. Passman. ‘This year’s legislation is not advocating going down 
to 3314 percent ? 

Mr. Wuicox. No.sir. Off the record. 

( Discussion off the record.) 

Mr. Passman. So under the legislation being proposed it would be 
going back up. Would it not be well for the record to indicate that 
we checked this before to get it to the point at which we intended to 
operate, and now we are going the other way ? 

Mr. Wiicox. Yes, sir. Actually, what we are doing at this point 
is, not going up, but stopping the reduction at 40 percent. 

Mr. PassMaNn. But the goal was 38 percent for 1959 and 3314 per- 
cent for fiscal 1960? 

Mr. Witcox. Yes. 

Mr. Passman. And the executive department has asked that we 
not go to 38 percent but go back up to 40 percent. Instead of going 
to 38 percent in 1959, according to the present law, they are asking 
that we go back up to 40 percent. 

Mr. WiccLteswortH. Down. Down from 45 percent. 

Mr. Passman. No. We would have gone to 38 percent in fiscal 
1959 and this year’s appropriation would have been limited to 38 
percent if it had not been that the administration asked that we go 
up to 40 percent. 

Mr. Wiicox. I would like to correct that. The executive branch 
was very careful not to request that this level be raised. The House 
Foreign Affairs Committee, on their own initiative—— 

Mr. Passman. Could we say the executive department did not re- 
quest it, officially ? 

Mr. Wicox. The executive branch did not request it, but we 
strongly supported the idea. 

Mr. Passman. Of raising it? 

Mr. Wixcox. No; of keeping it at 40. 

Mr. Passman. We are considering 1959 funds. 

Mr. Witcox. Yes. 

Mr. Passman. And if you had not endorsed the program that would 
bring it from 38 percent for fiscal 1959 up to 40, it would have been 
38 percent in fiscal 1959 ? 

Mr. Wiucox. That is right. 

Mr. Passman. You may proceed, sir. 
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Mr. Witcox. Although the United States pledge for 1958 is $15.5 
million, the amount actually yaid by the United States for 1958 will 
be only about $13.7 million Scenics of the 45-percent limitation on 
the United States contribution. 

In addition to their payments to the central account, recipient coun- 
tries contribute very large amounts in money and in kind to the local 
costs of projects. For 1958, these local contributions are estimated 
at $67.5 million, which is more than twice the amount contributed 
to the central fund. It is worth noting that, when these contributions 
are taken into account, the United States share of the total program 
is about 15 percent. 

As the U. N. program has grown, so has the capacity of less devel- 
oped countries to use assistance effectively. Indeed, this fact is a 
measure of success, for sound basic development makes possible, and 
encourages, further development. The emergence of some 20 newly 
independent countries in recent years has inevitably added to the 
increasing (and increasingly vocal) needs of underdeveloped coun- 
tries for more technical assistance on a multilateral basis. 

The expanded technical assistance program is carried out by the 
United Nations and its specialized agencies, FAO, WHO, UNESCO, 
ILO, ICAO, ITU, and WMO. 

Mr. Passman. May I ask the Secretary if he will unscramble that 
data and insert in the record the names of these organizations. There 
are so many abbreviations I have not been able to identify them. 

Mr. Witcox. Yes. I am sorry. 

(The information may be found in the appendix on p. 1501.) 

Mr. Wicox. These agencies provide experts, training both at home 
and abroad, and a limited amount of equipment to underdeveloped 
countries at their own request. The primary emphasis, of course, is 
in the fields of health, agriculture, and education, although assistance 
is also provided in industrial development, aviation, telecommunica- 
tions, and other specialized areas. 

The program is financed by annual voluntary contributions from 
governments to a central fund. Governments announce their pledges 
for the following calendar year at a pledging conference in the fall. 
In order for a United States pledge to be made in October 1958 for 
calendar year 1959, the appropriation of funds for fiscal year 1959 is 
now requested. Now, Mr. Chairman, may I turn to “Special proj- 
ects fund ?” 

Mr. Passman. Yes, sir. 


SpectaL Prosects Funp 


Mr. Wricox. There has been growing pressure in recent years from 
underdeveloped countries for an international development fund to 
be administered by the United Nations. In the summer of 1957, the 
Economic and Social Council passed a resolution urging the General 
Assembly to proceed with the establishment of a Special United Na- 
tions Fund for Economic Development (SUNFED). The United 
States has consistently opposed such a move on grounds that adequate 
funds would not be available to make a multilateral economic develop- 
ment fund meaningful until such time as there had been substantial 
progress toward international disarmament. 
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At the 12th General Assembly, which convened in September 1957, 
the United States was faced with the alternative of having SUNFED 
established over its opposition, or of proposing some other concrete 
and feasible measure which would aid the economic development of 
the less developed countries, but would be more capable of realization 
than SUNFED. The United States took the initiative in proposing 
a substantial enlargement of the U. N. expanded technical assistance 
program from its present level of about $30 million to about $100 mil- 
lion, including the establishment of a related special projects fund. 

The special projects fund, as proposed by the United States, would 
be integrally related to the expanded technical assistance program and 
specifically earmarked for such technical development projects as 
would provide concentration in depth on surveys, research, and train- 
ing projects of basic importance to successful economic growth, many 
of them regional in scope. This fund would help finance such projects 
as intensive surveys of water, mineral, and potential power resources, 
the establishment, including staffing and equipping, of training insti- 
tutes in public administration, statistics, and technology, and of agri- 
cultural and industrial research and productivity centers. It is true 
that the United Nations expanded technical assistance program now 
operates in these fields in a limited way. The needs of the less developed 
countries requesting assistance from the United Nations are great, 
however, and it has not been possible to provide more than a few ex- 
perts and fellowships in response to any individual country’s request. 
The new fund will enable the U. N. to give more systematic assistance 
in the fields listed and to support projects which require more sustained 
efforts. 

The proposed special projects fund—I want to underscore that— 
is not an international capital development fund. It will not provide 
‘apital to build bridges, dams, roads, powerplants, or houses. It will 
help provide the basic data and economic framework which must. be 
the basis for sound economic development in any country. 

The General Assembly resolution provides that the existing admin- 
istrative machinery will be used to the maximum extent possible in 
the administration of the special projects fund. A preparatory com- 
mission of 16 governments was established to work out the organiza- 
tional and administrative arrangements which will be required for 
the program, to define the precise type of projects which the special 
projects fund will carry out, and to assess the resources which govern- 
ments might be prepared to make available to the fund. The Prepara- 
tory Commission met this spring, and has prepared a report on these 
problems which will be considered by the Economic and Social Council 
at its session this summer. The proposed arrangements will be sub- 
mitted to the General Assembly this fall, and we plan that the fund 
can begin operation January 1, 1959. 

The special projects fund falls far short of the hopes of the sup- 
porters of SUNFED. It was the view of the executive branch, shared 
by responsible opinion in many countries, that the methods previously 
suggested by which these hopes might be realized have been entirely 
unrealistic. The problem has been to find some immediate practical 
step which could be taken toward providing the needed additional 
basic assistance looking toward the economic development of less 
developed countries. We believe that the special fund is such a real- 
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istic step. It is essential that the initiative which the United States 
delegation took at the 12th General Assembly, under the able leader- 
ship of Dr. Walter Judd, should be supported by the provision of 
adequate funds from the United States. 


UNITED STATES CONTRIBUTION 


We are proposing a United States pledge of $38 million as our 
share of the total projected fund in 1959. This would be for both 
the United Nations technical assistance program and the special proj- 
ects fund, and would be subject to the percentage limitation set by 
the Congress. Detailed plans for operation of the special projects 
fund are still under discussion. In view of the fact that the fund 
will not commence operations until January 1, 1959, and will require 
some time to gain momentum to reach its full proposed operating 
level, we estimate that the actual United States payment in 1959 re- 
quired to fulfill this pledge would be about $20 million. That is for 
the total. The legislation before you provides for an appropriation 
of that amount. Tf contributions by other nations call for a contri- 
bution by the United States in excess of $20 million, such additional 
funds would be taken from the contingency fund. 

Now the next part, Mr. Chairman, deals with the percentage problem 
which we have discussed at some length, and I will not dwell on this 
here. 

(The portion of the prepared statement not read follows:) 

I would like also to comment on the percentage problem. Last year’s Mutual 
Security Act provided that the United States contribution to ETAP should not 
exceed 38 percent for 1959 and should be further reduced to 3344 percent in 
fiscal year 1960. The United States delegation to the 12th General Assembly 
came to the unanimous conclusion that it would be in the United States interest 
for this limitation to be reconsidered, and so recommended in a telegram to the 
State Department signed by every member of the delegation. Congressman Judd 
made the specific proposal in the House Foreign Affairs Committee that the leg- 
islation should be revised to permit the United States percentage contribution to 
level off at 40 percent for the next few years. This proposal has been incor- 
porated in the authorizing bill approved by the House, but was not included in 
the Senate bill. The matter, therefore, is in conference at this time. 

The executive branch believes this revision to permit a stabilized 40 percent 
United States contribution for several years is particularly appropriate, in light 
of the establishment of the special projects fund, and supports it strongly. 

Mr. Wircox. It is hardly necessary for me to add that the U. 
technical assistance program is exceedingly helpful to our a is 
policy. It is accomplishing a great deal “of good at relatively little 
expense. It has won wide acclaim within the ‘United Nations system. 
It has the strong support of many groups and organizations in the 
United States. I hope the committee will agree that the request we 
are making is a reasonable one. 

Mr. Passman. Thank you, Mr. Secretary. 

I am trying to reconcile your request with your statement on page 6: 

We are proposing a United States pledge of $38 million as our share of the total 
projected fund in 1959. 

The request before this committee is for $20 million. 

Mr. Witcox. Yes, sir. 
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Mr. Passman. How can you spend $38 million out of $20 million? 

Mr. Wixcox. Because of the fact that this program does not get 
underway until after January, we do not think the amount we will 
need will be more than the $20 million. If by chance other nations 
should come forth and contribute larger amounts than we emp | 
anticipate, we wanted you to know that we would like to go as hig 
as $38 million if need be, and we could take that out of the contingency 
fund. Weare asking for the appropriation of $20 million. 

Mr. Passman. But you are advocating, in effect, the spending of 
$38 million ? 

Mr. Witcox. Yes. We wanted to take what we thought was an out- 
side limit, and we did not want to be too conservative in our request, 
but we do think $20 million will probably be sufficient for both pro- 
grams for 1959. 

Mr. Passman. Even on that basis you are raising it by what I regard 
as a fantastic amount for this fund—from $15.5 million in 1958 to $20 
million, and you are also stating that you may need to find an addi- 
tional $18 million to carry out the program for 1959. 

Mr. Witcox. Yes, sir. I would not use the same words that you 
have, but the amount is correct. 

Mr. Passman. I am stating it in a way I can understand it. 


JUSTIFICATION OF THE ESTIMATE 


We shall insert at this point in the record the unclassified portion of 
pages 35 to 40. 
(The material follows :) 


UNITED NATIONS ExpANpep TECHNICAL ASS'STANCE PROGRAM AND SPECIAL 
Prosects Funp 


NONREGIONAL 


United States interest.—Providing assistance for the economic development of 
less developed countries is one important objective of United States foreign 
policy. Since the enactment of the act for international development in 1950 
the United States has provided technical assistance both bilaterally and multi- 
laterally. It is advantageous for the United States to utilize both the bilateral 
and multilateral channels of assistance. The multilateral approach has a number 
of advantages for the United States: 

Experts are recruited from 60 other countries, thereby lessening the demand on 
United States manpower in fields where United States experts may be scarce. 

Participation in an international program in which other governments bear a 
part of the cost is more economical for the United States than bearing the cost 
alone. 

Countries frequently prefer to request assistance from an international organi- 
zation of which they are members and to which they contribute rather than from 
an individual foreign government. 

Substantial good will accrues to the United States from its strong support of 
the technical-assistance activities of international organizations. 

The present program.—The present U. N. technical-assistance program covers 
a wide range of activities reflecting the needs and requests of recipient countries. 
Aid is given in the fields of agriculture, public health, education, community 
development, industrial production, public administration, labor productivity, 
and civil aviation. The program operates through assignment of experts, the 
granting of training fellowships, and the provision of a limited quantity of 
supplies and equipment. These present types of technical assistance will con- 
tinue to be carried on by the United Nations and the seven specialized agencies 
listed in the accompanying chart. 

The extensive geographical scope of the program is evidenced by the fact that 
nationals of 131 countries and territories were granted fellowships in the period 
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1950-56; these fellows were trained in 114 different host cowntries. Experts 
were sent to over 91 countries and territories; they were recruited from 80 dif- 
ferent countries and territories. The 1958 program calls for assistance to 94 
countries. Increasing emphasis is being placed on assistance to newly inde- 
pendent countries, such as Ghana, Malaya, Morocco, and Tunisia—a trend which 
the United States has encouraged. 


Program summary 


{In thousands] 





PR SRE EIDE oe eictnntbtceeinse opi ih iiminpn ibis phen aectn wiekiceataat«imada tle. $15, 500 
Re TROND OD IS ie ng, cove gab antaaeatchdncteidie ended ee 15, 500 
Es  RIOIRL. PUL, BI terest ip a~cecoppmcicictlpieee stiles tlng inlaniceclipniceaeinietiewcahaine 20, 000 
Detail of program 
[Dollars in thousands] 

——— —_—______—— 7 en a -——-——__-—-- 

| Contributions to central fund 

| United 
| _ _ ————— 
Calendar year States per- 

Other gov- | United | Total | centage 

| ernments States 

' 
1950-51 (18 months) $8, 000 $12, 000 $20, 000 60.0 
1952__... i a as baacat 7, 400 | 11, 400 18, 800 | 60. 0 
SB siskas. seas Raimi aa 9, 600 | 12, 800 | 22, 400 | 57.0 
Sicha Sinton atesibahummiali . aminail 11, 200 | 13, 900 25, 100 | 55.0 
1955... 12, 700 15, 000 27, 700 | 54.0 
1956_ - 14, 400 | 14, 400 28, 800 | 50.0 
1957- ihewinvtbhehiptiijniak pitas ; 15, 600 15, 300 30, 900 | 49.5 
1958 . itt ‘ , 115, 700 215, 500 | 31, 200 45.0 
1959, estimated _ - 1 32, 600 | 1 20, 000 52, 600 38.0 

1 Estimated. 
2 Will not exceed 45 percent of total contributions 
Obligations and expenditures 
[In thousands] 
chemin A ; a 
Economic assistance Obligations | Expenditures} Unliquidated 

Cumuletive June 30, 1957 $83, 029 $73, 053 | $9, 976 
Estima’e fiscal year 1958 15, 500 15, 976 |... ‘ 
Cumulative June 30, 1958 98, 529 89, 029 | 9, 500 


Technical assistance is essentially long range in nature. In the past the pro- 
gram has helped virtually to eliminate malaria in Formosa and yaws in Haiti. 
It has also had many such solid achievements as the training of 455 aviation 
students in Iran, the inauguration of an installment-purchase plan in Burma 
to provide industrial equipment to private businessmen, and the organization of 
a school of public administration in Central America which has trained over 
140 students, including officials who are now high in their respective governments. 

The new program.—There has been growing pressure in recent years from 
underdeveloped countries for an international development tind to be adminis- 
tered by the U. N. In the summer of 1957 the Economic and Social Council passed 
a resolution urging the General Assembly to proceed with the establishment of a 
special United Nations fund for economic development (SUNFED). The United 
States has consistently opposed such a move on grounds that adequate funds 
would not be available to make a multilateral economic development fund worth- 
while until such time as there had been substantial progress toward interna- 
tional disarmament. At the 12th General Assembly, which convened in Septem- 
ber 1957, the United States was faced with the alternative of having SUNFED 
established over United States opposition or of proposing some other concrete 
and feasible measure which would aid the economic development of the less 
developed countries, but would be more capable of realization than SUNFED. 
The United States took the initiative in proposing a susbtantial enlargement 
of the U. N. expanded technical assistance program from its present level of 
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about $30 million to about $100 million, including the establishment of a special 
projects fund, designed to extend technical assistance in depth. 

The special projects fund, as proposed by the United States, would be integrally 
related to the expanded technical assistance program and earmarked for such 
technical development projects as would provide concentration in depth on sur- 
veys, research, and training projects of basic importance to successful economic 
growth. This fund would help finance such projects as intensive surveys of 
water, mineral, and potential power resources, the establishment, including staff- 
ing and equipping, of training institutes in public administration, statistics, 
and technology, and of agricultural and industrial research and productivity 
centers. The U. N. expanded technical assistance program now operates in 
these fields in a limited way. Although the needs of the less developed countries 
requesting assistance from the U. N. are great, it has not been possible to provide 
more than a few experts and fellowships in response to any individual country’s 
request. The new fund will enable the U. N. to give more systematic assistance 
in the fields listed and to support projects that require larger and more sustained 
assistance. 

The proposed special fund is not an international capital development fund. 
It will not build bridges, dams, roads, powerplants, or houses. The capital re- 
quired for that kind of job is considerably beyond the resources which govern- 
ments are prepared to make available. Rather it will do the more basie work of 
helping countries in a systematic way to train their manpower and assist them 
in using their resources more productively. 

The General Assembly resolution provides that the existing administrative 
machinery will be used to the maximum extent possible in the administration 
of the special projects fund. A preparatory commission was established to 
report to the Economic and Social Council at its session in the summer of 1958 
on the organization and administrative arrangements which would be required 
for the program, the precise type of projects which the special projects fund 
could carry out, and the resources which governments might be prepared to 
make available to the fund. 

United States contribution.—It is proposed that the United States delegation 
to the pledging conference, which will be held during the 13th General Assembly, 
be authorized to offer to the calendar year 1959 program the amount of $38 
million toward the total goal of $100 million, with the condition that the United 
States contribution will not exceed the percentage authorized by law. The 
Mutual Security Act of 1957 provided with regard to the United Nations Expanded 
Program of Technical Assistance that “the United States contribution to this 
program may constitute for the calendar year 1958 as much as, but not to exceed 
45 percent of the total amount contributed to the program for that period, for 
ealendar year 1959 as much as but not to exceed 38 percent of the total amount 
contributed to the program for that period, and for the calendar year 1960 as 
much as but not to exceed 33.33 percent of the total amount contributed to the 
program for that period.” 

In view of the fact that the special projects fund will not undertake opera- 
tions until January 1, 1959, it is presently estimated that the United States 
contribution to the expanded program plus the special projects fund, in imple- 
mentation of the above-mentioned pledge, would be about $20 million. After 
pledges from other governments are determined, any additional funds which 
might be needed to meet the United States share of total contributions would be 
secured from the contingency funds. As initiator of the program’s enlargement 
and of the special projects fund, it is important for the United States to be able 
to meet other governments’ pledges if they make possible a United States contri- 
bution larger than the $20 million figure. Only in this way can we retain the 
initiative and political benefits thus far achieved. 

The United States delegation to the 12th General Assembly unanimously con- 
cluded that the percentage limitation on the United States contribution to the 
U.N. technical assistance program, as provided for in the Mutual Security Act of 
1957, would unduly restrict the size of these U. N. programs. It is hoped that 
the Congress will, as a result, give favorable consideration to a revision of the 
existing legislation, in order to make possible a United States contribution at a 
somewhat higher percentage. 
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UniItED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


' 


Program for calendar year 1958—Summary by agency and major cost components 


[Dollars in thousands] 

















Technicians Fellowships Supplies 
oe tee PA ee and Total 
equip- cost 
Number Cost Number Cost ment 
Food and Agriculture Organization 190 $5, 387 538 $1, 130 $290 $6, 807 
World Health Organization a 346 3, 804 | 350 735 200 4,739 
International Labor Organization 166 1, 824 375 787 115 2, 726 
United Nations Educational, Scientif 
and Cultural Organization 312 3, 430 | 393 170 3, 993 
Internatior aa tion Organization 69 763 267 45 1, O75 
International Telecommunication Union 20 220) 67 12 209 
World Meteorol il Organization 17 187 90 12 | 28Y 
United Nations Technical Assistance Ad- 
ministration 396 4, 360 380 798 225 5, 383 
1, 81¢ 19, 975 2, 032 4, 267 1, 069 25, 311 
( 2, 538 
j < 1, 806 
Technical assistance board and resident 
representativ ¢ 1, 967 
Total program ‘i bomeie 31,712 


Approved program lo calendar year 1958 » mmary by specialized age wy and 
geograpl ic region 


In thousands} 


Agency Africa Asia and | Europe Latin Middle Inter- Total 
Far East America East regional 


Food and Agriculture Organi- 


zation $203 $1, 898 $443 $2, 034 $1, 388 $151 $6, 807 
World Health Organization 961 1, 780 131 1,078 769 2 4, 739 
International Labor Organiza- 
tion 246 878 308 815 461 18 | 2, 726 
United Nations Educational, | 
Scientific, and Cultural Or- ' 
ganization 506 1, 628 146 979 734 | 3, 993 
International Civil Aviation 
Organization 98 236 44 227 470 1, 075 
International Telecommunica- 
tion Union 38 79 15 55 112 299 
World Meteorological Organi 
zation S4 22 17 87 79 289 
United Nations Technical As- 
sistance Administration 429 1, 881 549 1, 424 1, 080 | 0 », 383 
Total 3, 255 8, 402 1, 653 6, 699 », O93 209 25, 311 
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UNITED STATES CONTRIBUTION 


Mr. Passman. According to the authorizing legislation enacted last 
year, our percentage of contribution w as not. to exceed 45 percent in 
fiscal 1958, 38 percent for 1959, and 3314 percent for 1960? 

Mr. Wiicox. Yes, sir. 

Mr. Passman. And there were some men who felt they had accom- 
plished a good deal in pinning this down so that we might know what 
our program would be, percentagewise, in the future. 

[ understand from the Secretary that if the action of the Foreign 
Affairs Committee, which was encouraged by the Department, to in- 
crease the percentage for 1959 to 40 percent, rather than at 38 percent 
as under the present law, is approved the result could take us even 
above the $38 million ? 

Mr. Wiicox. These figures that I have cited were calculated on the 
assumption that we would contribute at the rate of 38 percent. I do 
not think we would go over $38 million in any case. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


COMPLICATION OF HAVING MORE THAN ONE TECHNICAL ASSISTANCE 
PROGRAM 


Mr. Passman. Mr. Secretary, you do understand that I am not 
quarreling, but these things are extremely complicated. You run into 
development loan, you run into technical assistance, you run into 
special assistance, the Asiatic fund, the contingency fund, and others. 
It is often the same program with a different label: Here you say: 

These programs are by no means two totally different things; rather, they are 
two sides of the same coin. Both are “technical assistance’ programs; and in 
a very real sense the new one grows out of the old. 

That is a realistic statement. Still later, no doubt, other programs 
will grow out of the new one that will have grown old. 

What was the need to complicate this further by having 2 separate 
desks and 2 separate programs under the same he ading? 

Mr. Witcox. Yes, I think that is correct that it will complicate 
matters somewhat. 

Mr. Passman. Is it your recommendation that these “things,” as 
you refer to them, should be 2 rather than 14? Could it have been 
handled otherwise without being put in two different categories? 

Mr. Wicox. I do not mean to evade your question at all, but I 
think Dr. Judd, who handled this in New York, will discuss it with 
you tomorrow, and he is better able to discuss it than Tam. I think 
with the negotiating situation we faced in New York, it was impera- 
tive that, we take some kind of constructive steps. Should we take a 
step that would involve us in a large SUNFED program or should 
we take a rather modest step which meant an increase in this particu- 
lar program, which in my judgment has proved to be one of the most 
effective things we spend our foreign aid money for? We felt it was 
more sensible, and more in the international interest, to take this 
modest step. 

Mr. Passman. Is the distinguished Secretary implying we have 
placed ourselves in a position where these politicians or diplomats, 
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or whatever label you want to put on them, are holding a hammer 
over our heads, saying, “We want this,” and that we have to get into 
a program that may lead into a very expensive undertaking? This 
is American taxpayers’ dollars we are talking about. Could we not 
put our foot down and say, “We will go this far and farther we will 
not go”? Should we not take a position 4 If we permit them to 
whip us on this program, then the same people who operate under 
the U. N. might be hitting us with a larger club for other programs 
in which we are involved. 

Off the record. 

(Discussion off the record.) 

Mr. Wixcox. If I may reply very briefly to your observation, I think 
we have to keep in mind that for a good number of years the under- 
developed countries have been looking to the United States as the 
greatest industrialized country of the world for the kind of technical 
advice and assistance that can help them overcome their handicaps and 
improve their standards of living. We have done that under the tech- 
nical assistance program bilaterally and also multilaterally to a certain 
extent. But the needs are very great and there has been ‘considerable 
pressure for the last decade in the United Nations for a United Na- 
tions development fund. We felt it was not wise to go into a multi- 
lateral fund at this time. We did not know where the money was 
coming from and we were not sure the plans the other countries had 
put forth were very sound. So we felt the wise thing was to move very 
modestly forward in this program. 


ACCOMPLISHMENTS OF TECHNICAL AID PROGRAMS 


Mr. Passman. I want to say I have an admiration for you men who 
toil in these various programs. We all have our own opinions. My 
‘mother told me there are always three sides to every question, your 
side, my side, and the right side. But I have traveled in many of the 
countries where we have spent tens of millions of dollars in foreign 
aid, and I have yet to have your experts, through the United Nations 
or our own people, point to something and say, “This is what will be 
accomplished on account of the United States technical aid or the 
United Nations expanded technical aid.” 

I saw a few outside plumbing jobs, without plumbing, that were 
not being used. I saw some maps and charts showing what we pro- 
posed to do. Thave enjoyed some fine luncheons served by the missions. 
T hope that if I go out this year you will indicate to me where I should 
go to see something other than plumbing jobs without plumbing and 
charts and graphs. I want to see something that has actually been 
accomplished. 

Maybe the controller will help you make up such a list, pointing 
out where we have accomplished something other than giving a lot of 
jobs to a lot of people and calling them tec -hnicians. 

Mr. Wuacox. I will be glad to give you a list of such projects. 

Mr. Passman. Not just projects, but something where they are get- 
ting more yield per acre or where we are acc omplishing something. If 
you will read Senator Ellender’s report on Liberia, it is more enter- 
taining than a movie and I have not heard a refutation of it yet. 

Mr. Wixcox. I will be glad to give you a list of the projects. 
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Mr. PassmMan. Not the projects but accomplishments. 
Mr. Wixcox. Yes, sir. 


DISCUSSION OF ADVANTAGES OF TECHNICAL ASSISTANCE ACTIVITIES OF 
INTERNATIONAL ORGANIZATIONS 


Mr. PassmMan. I want to go look at some corn or peanuts or some 
chickens where we can say, “These people actually got something out 
of this program.” 

Now [am quoting from page 2 of your statement: 

Much good will accrues to the United States from its strong support of tech- 
nical assistance activities of international organizations—at times a good will 
which we could gain no other way. 

Are you implying that by handling the American taxpayer's dollar 
through an organization such as that, where it is supervised by maybe 
1 American and 20 foreigners, we are going to impress the people more 
than by making direct contributions through our own program ? 

Mr. Witcox. Yes. I think we gain a ereat deal of good will and a 
great deal of influence by supporting a program of the General As- 
sembly where you have 82 countries represented. 

Mr. Pesan, Then your conclusion is that we gain more prestige 
and recognition if we spend our money through the United Nations 
than if we spend it directly ? 

Mr. Wixcox. No, sir, 1 do not mean to say that in quite that way. I 
say we get a tremendous amount of good will by a certain amount of 
support through these channels. I am not advocating that we spend 
all our bilateral funds in this fashion; I do not think that would be 
desirable. But to support a program of this kind at the level we are 
advocating would get a great deal of good will for the United States. 

Mr. PassMAn. You say: 

Much good will accrues to the United States from its strong support of technical 
assistance activities of international organizations—at times a good will which 
we could gain no other way. 

To me that is very much to the point that this contribution handled 
through the United Nations gets stirred up in a pot with how many 
other nations? 

Mr. Witcox. About 81 are contributing. 

Mr. Passman. We stir it up in a pot and start distributing it and 
using experts from many of these nations, and you think we thereby 
gain more prestige than if we gave that money direct? 

Mr. Wiicox. I think you should keep in mind that some countries 
do not like bilateral assistance because they think it may carry with it 
a certain connotation of imperialism. They would prefer to have the 
opportunity to sit down with other countries and plan their programs 
jointly. I think this is a psychological factor you have to keep in 
mind in analyzing our bilateral and multilateral programs. I would 
not want to lower at all the importance in anybody’s mind of our 
bilateral programs, because I think they are very important. 

Mr. Passman. On Pe age 2 of your statement you say: 

Many countries icularly the new and sensitive countries—prefer to 


request assistance from an international organization of which they are members 
and to which they contribute rather than from an individual foreign government. 
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Mr. Wircox. Yes, sir. 

Mr. Passman. So that appears to be the trend, and certainly that 
to some extent fortifies me in my position. When you say: 

Many countries—particularly the new and sensitive countries—prefer to 
request assistance from an international organization— 

I think you can understand why I would be concerned. 

Mr. Witcox. Yes, sir. 

Mr. Passman. You have those that advocate one world, one govern- 
ment. If the trend is in that direction I am afraid 1 am not capable 
of understanding the trend. 

Mr. Witcox. M r. Chairman, I am suggesting only a limited amount 
of our total aid for this program. Our total aid program is rather 
large, as you have pointed out. This isa relatively small amount. 

Mr. Passman. But your statement on page 2 indicates that there 
is a trend that nations would rather accept the aid from an inter- 
national organization than from an independent government. 

Mr. Witcox. I think you can understand why that would be true. 
Some countries feel if they accept aid, for example, from Russia or 
the United States, they may get enmeshed in the cold war, and they 
would rather get it through an international organization. 

Mr. Passman. I hope that sometime I shall have the pleasure of 
sitting down with you a few minutes and letting you tell me which 
countries are so sensitive. In the distribution of $134 billion to these 
foreign countries I have not observed any that were so sensitive. I 
have found them seeking greater amounts. 

You refer to this as a small program, yet in one jump you go from 
$15.5 million to $38 million. If you can step this up and make it a 
two-sided coin and go from $15.5 million to $38 million in one jump, 
it might be jumping too fast and we might not be able to get it under 
control. 


RUSSIAN PARTICIPATION 


Mr. Gary. What is Russia’s present connection with this program ? 

Mr. Wiicox. The Soviet Union, Mr. Gary, is contributing the ruble 
equivalent of about $1 million a year, and has done so since 1953. 
There are at the present time about 22 Russian experts in the field 
under this program in various countries, most of them in India. There 
are 3 or 4 experts from the satellite countries, Poland and Czechoslo- 
vakia. That is a relatively small number in the total of about 1,600 
experts that are in the field in this program. 

Also I should say that no Russian expert can be imposed upon any 
country. The country is entitled to ask for the experts it wants and 
must give its consent to anyone going in. I have checked on this 
matter and I find, by and large, Russian technical experts going into a 
country perform in a very efficient and businesslike way. They do 
their jobs and get out. I know there has been some concern about their 
using this as an opportunity to subvert and to attempt to win converts 
to their cause and so on, but I personally think it would not be in their 
national interest, and I think that is their belief also. They appar- 
ently want to go in and make a good impression, and up to this point 
they seem to have done that. 

Mr. Wicox. I might say that about 90 percent of the Russian con- 
tribution is used for equipment and is not used for technicians or 
experts. 
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Mr. Gary. But they contribute in rubles so that all of the money has 
to be spent in Russia, or for Russian technicians ¢ 

Mr. Wucox. Yes, sir. The Soviet contribution is convertible in 
order to pay, first, transportation and subsistence costs for experts from 
the Soviet Union; second, payment of Soviet experts’ salaries paid in 
the country of assignment ; third, transportation and subsistence costs 
for fellows in traveling to and from the Soviet Union; fourth, freight 
and cartage of equipment purchased in the Soviet Union to the point 
of final delivery and, fifth, administrative and operational service costs 
in connection with the activities financed from the Soviet contribution 
such as transportation, subsistence costs, and so on. 

There is a small contribution, I should add, from some of the satel- 
lite countries, and if you wish, I would be glad to furnish a copy of 
the total amount for the record. 

Mr. Gary. Are they in local currencies also ? 

Mr. Witcox. Yes, sir. 

Mr. Gary. So they have to be used in their countries or for the 
payment of their technicians? 

Mr. Wiurcox. That is correct, sir. 

Mr. Gary. That is all. 

Mr. Denton, do you have any questions 4 

Mr. Denton. I am like Mr. Gary in being worried about the Com- 
munist participation in this program. The trouble with this is that, 
when they are doing educational work, or anything else, they are al- 
ways propagandizing, and I am just afraid that they use this pro- 
gram for propaganda purposes. Aside from that, I can see great 
potentiality to this program, and I like the idea of it being used by 
an international organization as supplementing the work of the United 
States. 

I am like our chairman. I have a great deal of difficulty in under- 
standing just what you are doing in ‘this program, and I think that, 
certainly, they could give us an example of an educational course and 
show how much it accomplished or how it had taught people to farm 
and things of that kind. They have not given us that, but, for some 
reason, our Own programs seem to have gotten off on a bad footing 
and I do not know why. 

Perhaps it is because we gave a dictator a gunboat in one country 
and we gave another an army, and we let one have money for an army 
in another country so he could take the money ‘and buy a Cadillac, 
and so on and so forth. 

But I can see where many countries would rather participate in 
this program, rather than the bilateral program of the United States, 
because they think they are part of it, and they do not think there 
is any danger of their being controlled by another country. 

Mr. Wiicox. Mr. Denton, as I stated earlier, the Soviet technicians, 
so far as I have been able to learn are very careful in going into another 
country not to use the opportunity for propaganda purposes. They 
go in efficiently and quietly. They do their job effectively, and they 
go on back home. 

I think they feel it is in their national interest to operate in this 
way, and, thus far, I have not had any indication that they are using 
this opportunity for purposes other than doing a reasonably good job 
in the interest of technical assistance. 
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They may feel that it serves their national purposes better to do it 
this way. I donot know. 

Mr. Denton. Of course, if the Russians try to keep people from 
having malaria, it is not bad, but I am just suspicious of what they 
are doing. That isall. 


ADMINISTRATION OF PROGRAM 


Mr. Gary. Who is running the program now ? 

Mr. Wuicox. The Technical Assistance Board recommends the pro- 
grams that will be carried out in each country. The Technical Assist- 
ance Committee, made up of those countries that are in the Economic 
and Social Council of the United Nations, approves the program, and 
the Assembly itself finally confirms the allocation of funds. I would 
be glad to furnish a list for the record of the organization of the tech- 
nical assistance program. 

Mr. Denton. That is all I have. 

Mr. Gary. I think it would be well to put this in the record, and, 
without objection, it is so ordered. That is the setup of the organiza- 
tion? 

Mr. Witcox. Yes, sir. 

(The matter appears on p. 1329.) 

Mr. Gary. Who, specifically, is the administrative officer ? 

Mr. Wicox. The person directly in charge of the program is Mr. 
David Owen, from the United Kingdom, working under the Secretary 
General. Then, of course, Mr. Chairman, as you know, each one of the 
specialized agencies which use most of these funds in the fields of 
health, labor, agriculture, civil aviation, and so on, has its own Director 
General. For example, Mr. Morse, of the United States, is Director 
General of the International Labor Organization; Mr. Sen, of Indi 
is Director General of the Food and Agriculture Organization; an 
Mr. Evans, of the United States, is Director General of the United 
Nations Educational, Scientific, and Cultural Organization. 

Mr. Gary. Is that another chart which you have? 

Mr. Witcox. No, sir; this is the same as the one I showed you. 

Mr. Denton. I believe you said there are about 81 nations partici- 
pating in this? 

Mr. Witcox. Yes, sir; 81 nations contributing. 

Mr. Gary. And the host country pays about one-half ? 
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UNITED NATIONS EXPANDED PROGRAM 
OF TECHNICAL ASSISTANCE -1958 
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LOCAL CONTRIBUTIONS BY RECIPIENT COUNTRIES 


Mr. Wircox. Oh, no, Mr. Denton; if you are thinking of local 
contributions by recipient countries, that runs to about $67 million, 
making a total program, counting the local contributions and the 
contributions from the central fund in New York, of about $101 
million. The program of about $30 million that I was speaking of a 
moment ago is the amount financed from the central fund. 

I have here « chart which shows how much the recipient countries 
put in in the way of local contributions, and the amount which comes 
from the central fund. 

Mr. Denton. Let us put that in the record, then. 

Mr. Gary. Without objection, it is so ordered. 

(The chart referred to appears on p. 1331.) 


ECONOMY OF PROGRAM 


Mr. Denton. You are here requesting $20 million, and you are get- 
ting the same amount of work done as we spent $100 million to get 
done in our own program provided it is done as satisfactorily ? 

Mr. Wircox. Well, sir, at least it can be said that in this sort of 
program you do get more technical assistance per dollar. 

Mr. Denton. You get five times as much if you get as much for 
the dollar. 

Mr. Wicox. In our own bilaterial programs you do have the coun- 
tries bearing some of the cost as we do in this multilateral program. 
It is not 5 to 1, but it would seem to me it is at least 2 to 1. 

Mr. Denton. That is all, Mr. Chairman. 

Mr. Gary. Mr. Alexander, do you have any questions ? 

Mr. Arexanper. Mr. Secretary, the main argument for this pro- 
gram is that you get more participation out of the recipient countries 
and, therefore, you feel it is a better program; is that right? 

Mr. Witcox. No, sir; it is not the main argument, but it is one of 
the arguments. You have a wider pool of experts to draw upon. 
You have experts from countries such as Denmark, Sweden, Norway, 
and Germany. These countries all have experts that can be used in 
these programs, and it seems only prudent for us, since we have a 
shortage of experts anyway, to invite them to go into these other 
countries and to work with them in this sort of program. 

The other point is that the other countries pay something over one- 
half of the expenses that are involved. So, in fact, for each thousand 
a worth of technical experts that are involved here we pay only 
$450. 
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UNITED NATIONS EXPANDED PROGRAM 
OF TECHNICAL ASSISTANCE 


ESTIMATED CONTRIBUTION FOR 1958 
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DISCUSSION OF SIZE OF UNITED STATES CONTRIBUTION 


Mr. Avexanver. Do you not think that from a practical business 
standpoint 1 nation out of the 81 which pays 40 percent or 45 percent 
is hogging the thing a little bit? Would we not get just as much credit 
and they would respect us a little more if we would get just a little 
bit harder headed and more businesslike about it, and say that cer- 
tainly we as 1 nation if we paid 33.3 percent are doing our part? 

There is not much argument which they can make that we are not 
doing our part if we pay one-third of it; is there? 

Mr. Wiicox. Well, Mr. Alexander, this is a hard question to answer. 
We started out in the postwar period on the assumption that our 
productive capacity was at that time over 50 percent of the productive 
capacity of the world. 

These countries in international programs expected us to contribute 
more than just one-third, certainly in the operating programs like this 
one. They were short of hard currency. Their financial status was 
not good, and many of them were devastated by war in a way in which 
we were not devastated. They felt it was only fair for us to take 
a little larger share of the burden. Gradually, we have been reducing 
that share. We started when this program was in its infancy paying 
60 percent of the total. Over the years we have cut that down, and 
this year we are paying 45 percent of the total. The House and Sen- 
ate conferees in the authorizing bill have agreed that 40 percent would 
be a good level for the next several years. 

The problem is now to reduce our percentage without drastically 
crippling the program because of the inability of other countries to 
contribute. 

Our resources are so much greater than most of these other countries 
that we do have to take that into account. 

Mr. Atexanper. Do you not feel, though, that with the spending of 
some $80 billion in the last 12 years that we have increased their pro- 
ductive capacity and their percentage of being able to contribute now 
is much greater and that if we are ever going to get them into a part 
of the thing where they can pay in their own currencies, that we might 
as well do it now? 

Mr. Wircox. Yes, sir. 

They are paying more and more in their own currencies. As I 
pointed out, this runs up to about 67 percent, and we pay only about 
15 percent if you count what they are paying in their own local 
currencies. 

But the trouble is if you take the local currencies of countries like 
Laos and Cambodia, they cannot be used anywhere except in Laos 
and Cambodia. 

Mr. Atexanper. Well, we have projects there and you are helping 
them there. Are you not sending experts into Laos? 

Mr. Witcox. Yes, sir. 

Mr. Atexanper. Why can you not use their funds? 

Mr. Witcox. We are, sir. We are using more and more of the 
local currencies of these countries. 

Mr. Atexanper. Actually, under present conditions do you not. think 
that if the United States were to pay one-third, or 33.3 percent, that is 
as much as any nation‘could expect us todo? 
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Mr. Wixcox. Well, if you take sheer capacity to pay as a basis, many 
nations think we ought to contribute closer to 50 percent. 

Mr. Avexanpver. Well, they would always think that. I feel that 
this program has certain good aspects, but I am awfully afraid that 
it is going to gobble up and get bigger and bigger every year and to 
the point where we will not be acting as the United States, but we will 
be acting through the United Nations, and I have some trepidation 
as to our getting too deep into that phase of the situation. 

Mr. Witcox. May I say off the record, Mr. Chairman—— 

( Discussion off the record. ) 

Mr. Atexanper. Do you think that the General Assembly or the 
United Nations technical program should tell us what we ought to pay 4 

Mr. Witcox. No,sir. Ido not think so. But I do think the amount 
that we decide to pay should be based on a number of factors, including 
our capacity to pay. 

Mr. ALexanper. Are we not leading in the direction, though, of 
allowing them to say what it will be? 

Mr. Witcox. No; I think through diplomacy and through very 
careful efforts we have been able to come down in the Children’s Fund 
from 72 percent to 50 percent. We have come down in this technical 
assistance program from 60 percent to 45 percent, and next year it will 
be either 40 percent or 38 percent. 

In the U. N. generally we have come down from 39.89 percent to 

2.5 percent. I think we are making some progress without moving 
too fast in this direction. 

Mr. Avexanper. Is not the real benefit that you get out of this pro- 
gram that you are able to get people who can speak the language in the 
countries into which they are going, and can sell the program t 

Is not that one of the main weaknesses that we have in all of our 
mutual security programs—that we go in with big fanfare, and we are 
going to do this, that and the other, and the people really that handle it 
are not able to sell it to the country that is receiving it ? 

Is not that pretty much of a valid criticism ? 

Mr. Wiicox. Well, sir, this is one of the problems that is involved 
in technical assistance. We find that in some cases, for example, it 
might be better to have an Indian technical expert go into some of 
the countries in the tropical areas where he understand the situation 
better than some of our people might in order to give advice about, let 
us say, agriculture, or tropical diseases. This is one re: ason why I 
think it is very helpful to have this greater pool of technical experts 
that we can draw from with a v ariety of languages and a variety of 
backgrounds and abilities. 

Mr. Atexanper. Have we not gone up in this program every year 
since it started? As far as the amount contributed is concerned ? 

Mr. Wiicox. No, sir; we — not. In 1955 we contributed $15 
million and in 1958, this year, we actually contributed less than $15 
million. 

Mr. Atexanper. Well, you had $15 million available, but due to the 
fact that on the percentage basis the other countries did not raise their 
funds—— 

Mr. Wicox. That is correct. We have not in my judgment moved 
too fast in increasing the size of this program. 
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Mr. Atexanper. That is all, Mr. Chairman. 
Mr. Gary. Mr. Wigglesworth, do you have any questions? 


INCREASE IN ESTIMATE FOR UNITED STATES CONTRIBUTION 


Mr. Wiceteswortu. Mr. Secretary, as I understand this picture, you 
had this year $15.5 million ? 

Mr. Witcox. Yes, sir. 

Mr. Wiceteswortu. That was for the technical-assistance program 
to which we have contributed every year since it started in 1950, or 
whenever it was? 

Mr. Wriicox. Yes, sir. 

Mr. WiceteswortH. You spent $13.7 million of the $15.5 million? 

Mr. Witcox. Yes, sir. 

Mr. Wiccieswortn. At the bottom of page 2 you state that although 
the United States pledge for 1958 is $15.5 million, the amount actually 
paid by the United States for 1958 would be only about $13.7 million, 

Mr. Wixcox. That is right. 

Mr. Wicctesworts. Due to the 45- percent limitation on the United 
States contribution ? 

Mr. Witcox. Yes, sir; we make our contribution on a matching 
basis, as we do in the Children’s Fund. The other countries did not 
contribute enough to call down our total of $15.5 million. 

Mr. WiccteswortH. Now, you are requesting an appropriation of 

$20 million, and that appropriation is not only for the technical assist- 
ance progr am, which has been in existence over the years, but for the 
new related special projects fund, which is expected to start in 1959 % 

Mr. Wixcox. Yes, sir. 

Mr. WiceLeswortn. So, that for an increase of $6.3 million, assum- 
ing the same rate of expenditure in 1959 as in 1958, we get the benefit 
of 2 programs instead of 1 insofar as they are beneficial ? 

Mr. Wiicox. That is correct, sir. 

Mr. WiceiesworrH. You have pointed out that our contribution 
percentagewise has come down from 60 percent in 1950 to 45 percent in 
1958, and that it will go down further to 40 or 38 percent in 1959? 

Mr. Wricox. Yes, sir. 

Mr. Wiceteswortu. And the reason that the 40-percent suggestion 
is before this committee at this time is the fact that the House Foreign 
Affairs Committee in its judgment deemed it wise to slow down the 
rate of the percentage decrease slightly over that which the Congress 
decided upon a year : ago? 

Mr. Witcox. Yes, sir. 

Mr. Wicceteswortu. So that it is simply a question of which figure 

_the Congress prefers when it considers this bill ? 

Mr. Wiicox. Yes, sir. I should point out, as I did in my prepared 
statement—the paragraph I did not read from—that the United States 
delegation to the United Nations after looking the situation over very 
carefully in New York during this last General Assembly voted 
unanimously to recommend strongly to the Department and the Con- 
gress that our contribution level should not come down below 40 
percent. They felt it would be in our national interest to keep it at 40 
percent. 
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UNITED STATES DELEGATION TO UNITED NATIONS 


Mr. Forp. Could we have a list in the record at this point of the 
members of that delegation ¢ 

Mr. Witcox. Yes, sir; I will be glad to furnish that. 

(The information referred to follows :) 


UNITED STATES DELEGATION TO THE 12TH GENERAL ASSEMBLY 


Representatives : 
Henry Cabot Lodge, permanent representative to the United Nations, chair- 
man of the delegation. 
A. 8. J. Carnahan, Member of Congress. 
Walter R. Judd, Member of Congress. 
George Meany. 
Herman Wells. 
Alternate representatives : 
James J. Wadsworth, deputy representative to the United Nations. 
Miss Irene Dunne. 
Philip Klutznick. 
Mrs. Oswald B. Lord. 
Genoa 8S. Washington. 


INCREASED COSTS UNDER SUNFED 


Mr. Wiccteswortu. As to the new special projects fund which you 
have already discussed at some length, it is a fact, is it not, that there 
has been for a long time a growing pressure among other nations 
in the United Nations for an international development fund known 
as SUNFED? 

Mr. Witcox. Yes, sir. 

Mr. WiccLeswortu. Have you any idea of the expenditure that 
would call for had it been established ? 

Mr. Wixcox. Well, sir, if a SUNFED program had been estab- 
lished, and the United States had agreed to participate in it, it would 
I think as a minimum cost $250 million a year, although I think 
better estimates suggest that it would take probably $400 million 
to $500 million a year in order to make such a program effective. 

Mr. Wiccreswortit. If we had not come forward with some alter- 

native, as a matter of practical politics in the United Nations, it was 
almost a certainty, was it not, that SUNFED would have been 
approved ? 

Mr. Witcox. That is my judgment, Mr. Wigglesworth. 

At the meeting of the Economic and Social Council during the pre- 
ceding summer by a vote of 15 tos the United States, the United 
Kingdom and Canada opposing—the Economic and Social Council 
voted to create such a special United Nations development fund. 

Mr. Wiceteswortn. And if SUNFED, as then contemplated, had 
been approved, the United States would have been in the position of 
either putting up a very much larger annual contribution or in the 
alternative of declining to participate, and thereby making a sacrifice 
in terms of international leadership, would it not? 

Mr. Witcox. Yes, sir; and may I say that in this field we might well 
have relinquished our leadership to the Soviet Union, if that is what 
we wish to do. 





Mr. Wiccirswortu. In other words, we were up against a practical 
decision, and we proposed this relatively small increase in the general 
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field of technical assistance, and satisfied the immediate demand as a 
result ? 

Mr. Witcox. Yes, sir; I do not mean to suggest that this will for- 
ever stay this persistent demand for some further capital for develop- 
= purposes, but I think it has met the situation at least for the time 

ing. 

Mr. Wiceteswortnu. I believe that is all, Mr. Chairman. 

Mr. Witcox. We do have to recognize that this demand is a very 
urgent one, and a very persistent one. 

Mr. Wiccteswortu. But the immediate demand which you say 
might have run overall to $400 million or $500 million a year was 
eliminated ? 

Mr. Witcox. Yes, sir; I think one of the interesting things that 
came out of the meeting last year was the Soviet charge that the 
United States had killed SUNFED. I think it was illustrative of 
their attitude. 

Mr. Wiccteswortu. I think that is all, Mr. Chairman. 

Mr. Gary. Mr. Ford, do you have any questions 4 

Mr. Forp. With reference to the money which is not paid in calen- 
dar year 1958 of about $1.5 million, does that lapse, or is that available 
for subsequent obligation ? 

Mr. Wiicox. That goes back to the United States Treasury. 

Mr. Forp. This amount of $20 million is the original budget sub- 
mission predicated on the law which says it should be on the basis of 
38 percent out of the fiscal 1959 appropriation bill ? 

Mr. Witcox. That is correct, Mr. Ford. We felt in view of the 
existing legislation that when we computed the cost of the program, it 
was only proper for us to compute it on the basis of 38 percent. 

The fact that the House Foreign Affairs Committee and, subse- 
quently, the House and Senate conferees have decided to change this 
figure does not change our calculation here. It does not mean that 
we would ask for more money. 

Mr. Forp. That is the point I was about to inquire into. The mere 
fact that there is a possibility that the percentage might be changed 
is not a change in the attitude of the executive branch as to the amount 
of money you want available? 

Mr. Wrcox. That is correct. 

Mr. Forp. As I understand SUNFED, it would have been, had it 
come into existence, an alternative method of handling funds such 
as the programs we are trying to work on through our own Develop- 
ment Loan Fund; is that correct? 

Mr. Wicox. Well, sir, it would have been for economic develop- 
ment purposes, for building of bridges and dams, and projects of 
that character, and that is the kind of thing that is involved in our 
own bilateral economic development or loan program. 

Of course, you could always argue that the need is so great that 
the fact. we have a certain amount of money to lend bilaterally does 
not preclude the possibility of the United Nations lending some through 
channels of this kind. 

Mr. Forp. Did the Soviet Union actively support the SUNFED 
program in the United Nations? 

Mr. Witcox. The reports in the corridors were that the Soviet 
Union would, perhaps, contribute up to $25 million to such a pro- 
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gram. I think they would have found it difficult not to support the 
program, and they voted for the SUNFED resolution in the Eco- 
nomic and Social Council meeting that I referred to a moment ago. 

They voted for it, and then, as I say, they rather bitterly denounced 
us for putting forth this special projects fund. They said that it, 
in effect, killed the SUNFED proposal, and they, therefore, in a way 
posed as the champions of the supporters of the SUNFED program, 
although we will never know, perhaps, how much they would have 
been willing to contribute when the chips were down. 

Mr. Forp. It is too bad we could not have continued to see how much 
they actually would have put up in convertible currencies, because 
their record in other programs, where it would be much more desira- 
ble for the benefit of the program, they have put up virtually nothing 
in convertible currency. 

That is all, Mr. Chairman. 

Mr. Gary. Mr. Rooney, do you have any questions ? 

Mr. Rooney. [have none at this point. 

Mr. Gary. If there are no further questions, we are much obliged 
to you, Mr. Secretary. 

The committee will adjourn until tomorrow morning at 10 o’clock. 


Tuurspay, JUNE 19, 1958. 
ATOMS-FOR-PEACE PROGRAM 
WITNESSES 


JOHN F. FLOBERG, COMMISSIONER, ATOMIC ENERGY COMMISSION 
JOHN A. HALL, DIRECTOR, DIVISION OF INTERNATIONAL AFFAIRS 


CHARLES PELZER, ACTING ASSISTANT DIRECTOR FOR ADMINIS- 
TRATION 


Mr. Gary. The committee will come to order. We will take up 
this morning the atoms-for-peace program. 

We have as our witness Mr. John F. Floberg, Commissioner of the 
Atomic Energy Commission, and several accompanying witnesses. 

We will be glad to hear from you. 


GENERAL STATEMENT 


Mr. Froperc. My name is John F. Floberg, and I am Commissioner 
of the Atomic Energy Commission. I am here to testify this morn- 
ing in support of the atoms-for-peace program, and I am accom- 
panied by various members of the Commission staff, who will be able 
to assist me in answering any questions that you or any other members 
of the subcommittee may have. 

I am happy to appear before you today for the Atomic Energy 
Commission in behalf of our atoms-for-peace program. The $5.5 mil- 
lion for which we request appropriation for fiscal year 1959 will 
continue this monetarily small, but in all other respects highly impor- 
tant, program. The Commission regards this $5.5 million as an essen- 
tial part of the effort of the United States to maintain its position of 
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leadership in the wide-ranging programs of the world to advance the 
peaceful applications of nuclear energy. 

In general, three major items are involved; first, to help finance the 
costs of research reactors in fr iendly nations, continuing the program 
instituted by the President in 1955; second, to help friendly countries 
in the acquisition of nuclear training and research equipment, other 
than research reactors; and, third, to provide for assistance by United 
States atomic- energy experts in advising other nations on their pro- 
grams of nuclear science and technology and in making the surveys 
and studies necessary to assure that desired financial assistance can 
be or is being used effectively. 

Although 1 not listed in this particular program, the Commission is 
vitally interested in, and wholeheartedl supports, requests for funds 
appearing elsewhere in this bill to provide for the training of foreign 
students in nuclear science and engineering. In many areas of the 
world training a suitable cadre of nuclear scientists and engineers 
is a prerequisite to any assistance which can be furnished under the 
a am before you. 

1) e atoms-for-peace program is not all one way. In every case in 
whieh we provide assistance, be it for a research reactor or for lesser 
nuclear research equipment, we arrange to be povided with informa- 
tion of scientific value from the research we are helping to get into 
gear. In a sense, this program represents an extension of our own re- 
search program and we expect to receive a growing amount of impor- 
tant and useful scientific data from it. 

Progress during fiscal year 1958 in this program has been far better 
| 

| 

i 





. than in the previous 2 years of the program’s existence, and we expect 
i that all of the $4,450,000 appropriated for fiscal year 1958 will be obli- 
gated by June 30, including 9 research reactor grant commitments. 


H REACTOR GRANTS—$3,500,000 


Regarding research reactors, the program was set up to assist other 
ia nations in acquiring reactor projects by funding up to one-half of their 
: cost—to a limit of $350,000. It was initially ‘felt that around $700,- 

000 would be adequate to construct such projects. In no case to date, 

however, has the $350,000 proved sufficient to actually cover one-half 

of the costs, most of which have exceeded $1 million per project. Sev- 
eral of the projects involve $3 million to $5 million. I feel certain that 

the stimulus provided by our contribution has been powerful, and in 

many cases, a basic activating force in accelerating the atomic energy 
programs of cooperating countries. 

In fiscal year 1958 to date, research reactor grant commitments have 

been made to eight countries: Italy, Greece, ‘Sweden, Israel, Federal 

Republic of Germany, Belgium, the Republic of China, and Austria. 

A ninth commitment for Norway is expected before June 30. These 
9 are in addition to the 7 committed in 1956 and 1957. With the ex- 
H ception of the Belgian reactor, for which the Nuclear Development 
: Corporation of America is providing consultant services in design, 
| development, and construction, and the Norwegian reactor which will 
} be locally designed and built and for which the United States will sell 
the required heavy water, all of the reactors for which grants have 
} been committed have been or are being built by the following 5 5 United 
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States firms: American Car & Foundry (3 reactors), American Ma- 
chine & Foundry (6 reactors), Babcock & Wilcox (1 reactor), Foster 
Wheeler (1 reactor), and International General Electric (3 reactors). 

Although most of the research reactor grants will go toward re- 
actors manufactured by American firms, it is quite possible that in- 
dustry within the more advanced countries can contribute to the con- 
struction to a lesser or greater degree. As the nations are able to do 
more work, we will be glad to see them do it, as this is an indication 
that the program is successful. 

The President in 1955 said, in part: “* * * We propose to offer re- 
search reactors to the people of free nations, who can use them effec- 
tively for the acquisition of the skills and understanding essential to 
peaceful atomic progress. The United States in the spirit of partner- 
ship that moves us will contribute half the cost * * *.” From this it 
seems clear that “skills and understanding essential to peaceful atomic 
progress” include more than just the knowledge necessary to operate 
and utilize a completed reactor. 

The Commission, therefore, has adopted a policy of approving grants 
for reactor projects otherwise eligible, when: (a) construction of the 
reactor is to be performed by an organization within the applicant 
country or by an American firm (or a combination of both), and (0) 
major components of the reactor, such as the fuel elements, core struc- 
ture, reactor bridge, pressure vessel, control system and cooling sys- 
tem, are to be manufactured by organizations within the applicant 
country or by American firms. 

In the coming fiscal year, we expect that at least 10 additional coun- 
tries will become qualified for research reactor grants. 


TRAINING AND EQUIPMENT GRANTS, $1,700,000 


Research reactors are very important, but involve only one phase of 
the peaceful atomic energy field. ‘There are many cases where it would 
be in the best interest of some of our friends to proceed first with more 
modest undertakings, such as the installation of subcritical assemblies, 
gamma fields for agriculture research, radioisotope laboratories, and 
cobalt 60 teletherapy units for medical research, etc. 

In fiscal year 1958, $36,000 worth of laboratory equipment and train- 
ing tools were furnished Ecuador and Lebanon for use in radioisotope 
training courses. A $5,500 commitment will be made for cobalt 60 
— source for Italy and $13,000 for radiosotope equipment in El 

alvador. Another $163,500 are expected to be committed by June 30 
for research and training equipment and 1 subcritical assemblage to 
2 countries. In addition, $117,000 has been set aside for 2 mobile 


radioisotope laboratories to be donated to the International Atomic 
Energy Agency. 

Assistance has been committed to the [AEA for a total of $965,000 
for the training and education in the United States of foreign engi- 
neers and scientists whose countries do not have colleges and universi- 
ties capable of providing good, advanced technical education or 
specialized training in the nuclear field. 
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TECHNICAL ASSISTANCE, SURVEYS AND SYMPOSIA, $300,000 


Many of the less developed countries lack qualified personnel who 
can appropriately develop programs of atomic energy best suited to 
their needs and capabilities. The United States is in a position to 
provide technical, advisory, and evaluation services to such friendly 
nations in all phases of the peaceful uses of nuclear energy. In per- 
forming such advisory service, we lay emphasis to evaluating pro- 
posed projects and making recommendations as those which seem best 
fitted to a country’s scientific, economic, and technological capabilities. 

For example, in fiscal 1958, United States scientists visited, reviewed, 
and made recommendations regarding general aspects and needs as 
well as more specific project problems within the nuclear energy pro- 

rams of Brazil, Colombia, Ecuador, Indonesia, Iran, Korea, and 
Pakistan: 

One of the most effective methods of this type of operation is the 
multination symposium, such as the very successful inter-American 
symposium held in the spring of 1957. Tentatively, we are planning 
one or more inter-American meetings in 1959. 

This modest program has brought much good will to the United 
States and has been particularly fruitful in fostering contacts be- 
tween the scientific and industrial communities of our country with 
those of the cooperating nations. We urge that the program be 
continued as outlined in our appropriation request. 


JUSTIFICATION MATERIAL 


Mr. Gary. At this point in the record we will insert the justifica- 
tion pages 79 and 80. 
(The pages referred to follow :) 


ATOMS-FOR-PEACE PROGRAM 
NONREGION AL 


United States interests.—It is in the interest of the United States to develop 
and promote the peaceful uses of atomic energy abroad, since such activity 
provides convincing evidence of our declared intention to share the benefits of 
atomic energy with our friends abroad, promotes closer tires of cooperation 
between other nations and ourselves, and assists in maintaining United States 
world leadership in this important field. 

Objective of the program.—The specific objective of the atoms-for-peace pro- 
gram is to assist free-world countries to develop appropriate programs and 
acquire equipment which will facilitate training and research in the peaceful 
uses of atomic energy. 

Background and accomplishments.—Assistance to free nations in this field 
under the mutual security program initially consisted of providing for the 
training of foreign nations in the United States under the technical cooperation 
program. In his address at Pennsylvania State University in June 1955, Presi- 
dent Eisenhower announced the readiness of the United States to assist free 
nations in acquiring research reactors for development of atomic energy for 
peaceful purposes. To implement this offer, a special program was established 
under the Mutual Security Act to provide up to 50 percent, but not to exceed 
$350,000, of the costs of research reactor projects in foreign countries. Funds 
have been obligated for research reactor project grants for Brazil, Denmark, 
West Germany, Greece, Israel, Italy, Japan, the Netherlands, Portugal, Spain, 
Sweden, and Venezuela. 
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It has become apparent that many countries are not yet prepared to embark 
on the construction and operation of research reactors. Their interest and 
capabilities lie more in the employment of radioisotopes and radioisotope equip- 
ment for use in such fields as medical diagnosis, therapy, biological and agri- 
cultural research. Beginning in fiscal year 1958, therefore, the atoms-for-peace 
program has been directed toward providing broader and more effective types 
of assistance to the end that a greater number of countries may be aided, in 
some modest degree, in the application of the peaceful use of atomic energy. 
Programs have already been approved for research and training equipment to be 
donated to the Escuela Politecnica Nacional of Quito, Ecuador, and to the 
American University of Beirut, Lebanon, to enable these institutions to provide 
instruction on the use and techniques of radioisotopes. 


Program summary 


[In thousands] 


NE SOND” DUNS F piiitcin ti caninghnitnms aide dy nim tideea bahia ae ae he $1, 050 
Estimate, fiscal year 1958 


is nas estas hcl delice ab Rk a tet Sa ima, a ke ae . 4,450 
Proposed, fiscal year 1959 _. 5,500 


Detail of program 


[In thousands] 


Proposed, 
fiscal year 1959 


Foreign research reactors___.________ awidce, ee 


Research and training equipment_-_ 


iti dsbentee teenth tore dade tetee eb oe tates omen adie asia staaadiaan 1, 700 
Inventory and development of peaceful uses__________________________ 300 
Total_ ha cada ei teeta mel atures toca ican easieaiaae aghast tee peda ... 9,500 


Obligations and expenditures 


{In thousands] 





Economic assistance Obligations Expenditr re: | Unliquidated 





Cumulative, June 30, 1957_. 
Estimate, fiscal year 1958 
Cumulative, June 30, 1958 


| 
Cts dees han thebencaldll EY Cicc bee i $2, 450 
EOE AL Ss eS 4, 450 $800 2 
odd se 5 Si kc 6, 900 | 800 | 6, 100 


Major problems.—One of the main deterrents to the program particularly in 


the less developed countries is the lack of qualified personnel who can appro- 
priately develop programs in terms of their countries’ technical and economical 
capabilities and take advantage of the benefits which can be obtained from this 
new technology. To overcome this problem, we are expanding the opportunities 
offered under the technical cooperation program for training in the field of peace- 
ful uses of atomic energy, and making available to friendly countries the technical 
and advisory services of American expert consultants who may be requested to 
assist in developing programs in this field. 

Program for fiscal year 1959 


Foreign research reactors.—The research reactor program offers foreign nations 
which are signatories to agreements for cooperation assistance in financing the 
cost of research reactors. In addition to the 12 countries for which funds have 
already been obligated, there are 15 countries which are potential candidates for 
grants at this time, and it is estimated that 10 of these will be approved during 
fiscal year 1959; $3,500,000 is requested for this purpose. To the extent the 10 
countries do not avail themselves of the grant for research reactors during 1959, 
it is proposed to use the funds for research and training equipment, where deter- 
mined appropriate. The 15 countries which are potential candidates for research 
reactor grants are Argentina, Australia, Austria, Belgium, China, Cuba, Ireland, 
New Zealand, Norway, Pakistan, Peru, South Africa, Switzerland, Thailand, and 
Turkey. 

Research and training equipment.—Many of the most dramatic and immediate 
benefits of the peaceful uses of atomic energy are obtainable with the use of 
tools—particularly radioisotopes and related equipment—other than research 
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reactors. The objective of training more personnel in the basic elements of nuclear 
science can also be significantly advanced by the use of these tools, including 
radioisotopes and isotope laboratory equipment, subcritical assemblies, low-energy 
accelerators, training films, etc. Further, a most important advantage of the 
use of these tools of research and training is that they are immediately useful 
not only in countries with sufficient experience to make effective use of reactors, 
but in many other countries which have not yet developed an adequate base of 
scientific personnel for reactor use. The availability of this form of assistance 
will contribute to technological development in the relatively advanced countries 
and will, for the first time, enable many of the underdeveloped countries to take 
their first step into the era of atomic energy. One million seven hundred thou- 
sand dollars is requested for activities in this field. 

Inventory and development of peaceful uses.—This activity is designed to 
provide technical and advisory services to friendly foreign countries in all phases 
of the peaceful uses of atomic energy, with particular emphasis on evaluating 
proposed projects or making recommendations as to the types of projects which 
are technically and economically feasible in such areas of activity as establish- 
ment and operation of research and power reactors, radioisotope laboratories and 
facilities, and nuclear training. An estimated $300,000 is requested for this 
purpose. 


Related activities in country technical cooperation programs 


Training of foreign nationals.—Training in the peaceful uses of atomic energy 
is being financed under the technical cooperation program whereby opportunities 
are afforded to qualified foreign technicians to come to the United States for 
training in nuclear technology. Courses in nuclear engineering are given at 
the International School of Nuclear Science and Engineering (Argonne National 
Laboratory), preceded by preliminary courses at either Pennsylvania State or 
North Carolina State Universities. Training courses in radioisotope techniques 
are offered at the Oak Ridge Institute of Nuclear Studies, and, beginning in 
1958, at the University of Puerto Rico. In addition, training opportunities in 
the uses of atomic energy in biology, medicine, agriculture and industry are 
provided, as well as in health physics and radiation safety, and in basic courses 
in nuclear sciences, engineering and maintenance techniques. Special programs 
are also arranged for industrial representatives, government officials, university 
professors, and medical experts to visit appropriate installations, related to 
atomic energy, in their respective fields of endeavor. 

It is contemplated that the following amounts will be utilized for technical 
cooperation programs in fiscal year 1959 for the general purposes of training 
in the field of peaceful uses of atomic energy : 


Se TE IN TS RON isi este stan ting ein $153, 000 
TNE INE IN cise sniennicnsreisnesn seni enngn cat fiona neprsialiatan taitioeaiigeres nibesiaginshnamtes 40, 000 
aI suc oiscinsintdsica eormicaapeeieiehntaianaaCapeseainidatsliastigaads aed aiaaia aacaaaa aaa 193, 000 
FI a eterna im sn ah imeem aie seine angst teen icln tahini ta hatin aomeea 130, 000 

SO cain Sects ra ah sins Saag tang eran bli ba asec ena tee oaniedieidian asia aaa 516, 000 


Mr. Gary. Your appropriation request is for what total ? 
Mr. Fiosera. $5.5 million. 
Mr. Gary. Tocover the items that you have outlined ? 
Mr. Fiozera. Yes. 

PROGRAM WITH JAPAN 


Mr. Gary. I noticed in the Richmond, Va., papers last night a pic- 
ture of two of my fellow-townsmen and very close personal friends, 
Mr. Lewis Strauss, the Chairman of your Commission, and Mr. 
Walter Robertson, Assistant Secretary of State, signing a contract 
with Japan on nuclear energy. Is that a part of this program, or is 
that a part of the military program? 

Mr. Hay. Mr. Chairman, that was the signing of a power bilateral 
agreement with Japan, and it is not a part of this program. It isa 
= bilateral program, but envisages the eventul construction of 

arger reactors than we are discussing here. 


ee 


aus 


1343 


The Japanese Government has been talking to American industry 
about the construction of power- producing reactors. The reactors 
we refer to here are the research reactors; in other words, reactors 
that would not be embraced in the agreement that you referred to. 

Mr. Gary. Under what program would that contract come? 

Mr. Hauu. Mr. Gary, the Atomic Energy Act of 1954 requires us to 
negotiate a bilateral agreement before fuel for any reactor can be 
transferred from the United States, and that particular bilateral re- 
lated to the fuel for power reactors as distinguished from the reactors 
in this program. 

We already have a bilateral agreement, a research bilateral agree- 
ment, with Japan, which is a part of this program. 

Mr. Fronerc. To be perfectly clear, the power bilateral is a part 
of the atoms for peace program in the sense it promotes the peaceful 
uses of atomic energy in Japan. 

Mr. Hauu. This latest bilateral does not provide for any financial 
assistance to Japan. 


INCREASE IN 1959 PROGRAM 


Mr. Gary. It appears from these justifications that your request 
for $5.5 million is an increase of $1,050,000 over the amount for the 
current fiscal year. What is the reason for that increase? 

Mr. Hauw. Mr. Gary, the appropriation for this fiscal year, as you 
will recall, was reduced, I believe, $2,550,000, and the programing for 
the fiscal year 1959—the ine ‘rease you referred to with respect to the 
fiscal year 195s ‘aming to take into account the phasing 
of the program we had to aenteenadaia ourselves to for this fiseal year 
because of the reduction made. 

Mr. Gary. My recollection is that last year you made out a very 
poor case because you had not spent the amount we had already ap- 
propriated. 

Mr. Hari. That is right. When we appeared before your com- 
mittee last year we were in a rather weak position because we had not 
been able to carry forth the commitments with the speed we had 
anticipated. 

Mr. F.ioserc. The committee’s words of advice have been taken very 
much to heart in the course of the past year and every effort has been 
made to tighten this program up as much as possible. 

Mr. Gary. And you expect, as I understand, to have the entire 
amount appropriated obligated by the end of the fiscal year? 

Mr. Haun. Yes. 

Mr. Gary. The amount you are asking for now and the increase are 
due largely to an expansion of the program to include reactors in other 
countries ? 

Mr. Haun. Yes. 

Mr. Froverc. The experience that has been gained, Mr. Chairman, 
in the course of 2 years now gives the Commission a foundation upon 
which to make realistic forecasts as to the ability of the countries to 
absorb our assistance. In our justification last year there just had 
not been adequate experience. Although the committee’s criticisms 
were well founded, the answer is we had gone into an area we just 
did not know much about and our anticipations were wrong. 
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Mr. Gary. One of the things that worries me about this and other 
programs is that you are expanding this program. I have no doubt 
it will expand very rapidly and it probably should expand, but the 
difficulty 1s as we expand this program we were in hopes we might 
reduce other programs. Apparently we have no way of reducing any 
program in Government. Consequently, we just keep building. The 
whole program rolls like a snowball and gathers amounts as it goes 
and sooner or later I do not know where it will take us. 

Mr. Furoserc. I do not believe this program will ever snowball. 
This is not the kind of program that will grow to a large extent. If 
you ask me what the total anticipated figure would be, I might have a 
1 hard time telling you, but I can assure you I believe this is never going 
| - to be a big program. 
| Mr, Gary. I meant the entire foreign aid program. That is what I 


eT —— 


had reference to. What we are hoping is that as we start into some 
of these new phases we can reduce the expenditures in some of the old. 

For example, we realize as you get into the missile age it is going 
to bring in some new programs, but by reason of the fact you are 
changing to the missile age you ought to be able to drop some of the . 
activities of the previous age, the gunpowder age or the horse-and- ' 


i PROBE 


: 
| 
/ 
: buggy age. Apparently we can never drop anything in Government. 
4 That is one of the difficulties of Government. We keep building but 
| : we never drop anything. 
i OBLIGATIONS 


i How much has been obligated to date this year? 

Mr. Froperc. $3,931,000 has been obligated to date. This means 
there is a small balance out of last year’s appropriation and we an- 
ticipate obligating by June 30, $518,500 additional, which will be a 
| total of $4,449,500, which is almost precisely the appropriated figure. . 
if Mr. Gary. Do you have the details of those obligations ¢ 
ib Mr. Hatz. Yes; I will read them off. 
| There are 8 reactor grants totaling $2,800,000 ; 2 mobile radioisotope 
iF laboratories, $117,000; training equipment for Lebanon and Ecuador, 
| $36,000; International Atomic Energy Agency fellowships, $965,000 ; 

i, research and training equipment for El Salvador, $13,000. That 
: should total $3,931,000. 
) Anticipated obligations will be as follows : 
i, Three hundred fifty thousand dollars for Norway. This is a re- 
i search reactor. A subcritical assembly for Greece, $130,000; $33,000 
, for research and training equipment for Uruguay ; $5,500 for a cobalt 
: 60 unit for Italy. That should total $518,500. ' 
: Mr. Gary. Do you have a similar breakdown of the program for 

1959? 

Mr. Hatt. Yes. Could we go off the record on this? 

Mr. Gary. Yes. 
a ( Discussion off the record. ) 
i Mr. Anprews. Off the record. 
a ( Discussion off the record. ) 
al Mr. Gary. Mr. Alexander ? 
Mr. ALtexanper. No questions. 
Mr. Gary. Mr. Andrews? 
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REACTORS COMPLETED 


Mr. Anprews. Mr. Commissioner, have any reactors been com- 
pleted in any of these countries 4 

Mr. Froserc. Yes, sir. I personally attended the dedication of 
the reactor in Brazil at the university at Sao Paulo, and it went criti- 
cal about September of 1957. That was the earliest. It may have 
been a month or two later. My recollection may not be correct on this. 
The dedication took place in January. This was the first reactor ac- 
tually to go critical of the atoms-for-peace program reactors. 

Mr. Anprews. What do you mean by going “critical” ? 

Mr. Froserc. By that I mean the sustained chain reaction is taking 
place, and the reactor is in operation. 

Mr. ANprews. What is that reactor used for ? 

Mr. Fioperc. For research and training of students at the univer- 
sity. 

REACTORS FOR PRODUCING POWER 


Mr. Anprews. Have you built any reactors for the purpose of pro- 
ducing power / 

Mr. Frioverc. Not under this program. There have been no reac- 
tors built anywhere for the purpose of producing power on a large 
scale other than the Shippingport reactor in this country and some 
reactors in Great Britain. 

Mr. ANprews. Under this plan do you propose to build any power- 
producing reactors in foreign countries ? 


Mr. Fioperc. Any power that would be produced would be so inci- 
dental as to be negligible. 


USE OF REACTORS BUILT 


Mr. Anprews. The purpose of this is to introduce atomic reactors 
to these countries and let them study them and if they care to go for- 
ward with their own efforts then let them produce power ? 

Mr. Frorerc. That is generally true. I want to emphasize the 
educational value of these reactors for one thing. The next thing I 
would like to emphasize is that these are very useful tools for scien- 
tific experiment. This is as big a reactor as you might want for 
many scientific experiments. The fact that it is only a few mega- 
watts does not mean it is not a completely adequate tool. It is very 
adequate and a great deal of contribution to the compendium of hu- 
man knowledge will come out of foreign students using these reactors. 

Mr. Gary. Is that the same type re eactor being installed in schools 
in this country ; for example, the University of Virginia? 

Mr. Froserc. I don’t know the exact answer to that. Generally 
speaking, the answer is “Yes.” There are various reactors but they 
all share the characteristics of being small and relatively cheap. 


COST OF REACTORS 


Mr. Anprews. What is the average cost of these reactors ? 
Mr. Froserc. I would say between a million and two million cer- 
tainly. 
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Mr. Anprews. What would be the cost of a reactor big enough to 

produce power in sufficient quantities to be useful for lighting a city 
or serving the electrical needs of a city ? 

| Mr. F opserc. It depends on the size. A very small power- 

producing reactor in the 20,000-kilowatt area, for example, might 

| cost you as much as six or seven hundred dollars a kilowatt, but 


meres: 


if you get into a larger size like a fifty or sixty thousand-kilowatt 
reactor that cost would probably drop to $400 or $450 per kilowatt, 
and if you get up into a good-sized reactor like 100,000 kilowatts 
you are talking in the area of $300 per kilowatt. 

You multiply that out and you will see you are talking about many 
millions of dollars to build such an installation. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Gary. Mr. Alexander. 


USE OF REACTORS BUILT 


SASSER 


9.56 P APRN 


Mr. Avexanper. For all practical purposes, the reactors that we 
are assisting the countries to purchase and establishing in their coun- 
tries are practical for the manufacture of electricity for useful pur- 
poses ? 

Mr. Froserc. No,sir. They are too small for that. 

Mr. Avexanpver. Just exactly, in simple terms, what are they used 
mostly for ? 

Mr. Fioserc. They are used for scientific experiments, for study of 
the basic structure of the atom and the nucleus of the atom, for irradi- 
ating various objects for purposes of studying the effects of radiation, 
and also for irradiating other substances for use in medical treatment 
or diagnosis. The whole gamut of basic nuclear science to the extent 
that it can be conducted with reactors of this size is conducted in these 
various universities by the use of these reactors. 
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BENEFITS FROM REACTOR PROGRAM 


i Mr. Anprews. What are the major benefits that this country gets 
out of the establishing of these reactors in the several foreign fields ? 

Mr. Fioserc. We get a whole series of benefits. For one thing, we 
get an accent placed on the leadership of the United States in the field 
of the atom. This is a very valuable commodity in itself, because 
T think the world, certainly the free world, looks to the United States 
for pioneering and leadership in the peaceful uses of the atom. More 
tangibly, we anticipate considerable scientific development and basic 
knowledge to be generated by the use of these machines in foreign coun- 
tries. I call to your attention in that respect that the great bulk of 
fundamental knowledge concerning the atom came from countries 
other than the United States, and the fertile brains of foreign students 
will generate a great deal more knowledge, provided they have a rea- 
sonable amount of equipment with which to work. The whole body 
of scientific knowledge is going to be increased, and we have under our 
bilateral agreements, with every country to which one of these reactors 
goes, the guaranty that this information will come to us directly. 

Of course, it will be available to the scientific world, too. This is 
not classified information or anything like that, but the obligation is 
on these countries to furnish us with such information as soon as they 
do develop it. They will develop lots of it. 
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QUESTION OF REACTORS BEING OBSOLETE 


Mr. Avexanprr. Are these reactors almost-obsolete by the time you 
get them set up in countries, or is this type of reactor the type of thing 
that changes and newer models come out with greater advancements ¢ 

Mr. Fronerc. No, sir. I would say these reactors are going to have 
a long, useful life and they will not be obsolete any more than micro- 
scopes ‘pecome obsolete. It is true there may be new and better models 
of microscopes and if you were going to ay a new one today you 
wouldn’t have bought the same one you did 25 years ago and it is true 
new types of reactors for similar purposes may come in, like electronic 
microscopes, et cetera, but that does not mean these tools will be obso- 
lete by a long shot. I believe they will preserve their basic utility for 
the indefinite future. 


COUNTRIES PARTICIPATING 


Mr. Avexanper. Are we trying to promote this type of program in 
countries that are behind the Iron Curtain / 

Mr. Frioperc. No, sir. Part of the program’s fundamental struc- 
ture is that we must have a bilateral agreement with the country before 
we will assist it in any way and we have no bilateral agreements with 
any Iron Curtain countries and have no intention of making any. 

Mr. Avexanver. Is there any difficulty in selling this program to the 
countries, or are they reluctant to participate in this program ? 

Mr. Froperc. No; on the contrary. pe the time the President 
made his speech in 1955, at Pennsylvania State, this program has 
generated a tremendous amount of enthusiasm in countries all over 
the world, and in the scientific community especially there is great 
enthusiasm and great prestige has been gained for the United States 
in the scientific communities of the world as a result of the implemen- 
tation of this program. 


CONTRIBUTIONS OF OTHER COUNTRIES 


Mr. ALexanper. Are these countries actually putting any more 
money into this themselves than is required under our program, which, 
as I understand it, is 50 percent ? 

Mr. Frozene. It is 50 percent, or $350,000, whichever is the lesser. 
The way the $350,000 was arriv ed at was this: When we put the re- 
search reactor in Geneva at the Atoms for Peace Exposition in 1955, 
it cost $700,000. We figured half that to be what we would contribute 
to a similar reactor being constructed by other countries. Since that 
time the cost of reactors has gone up, and refinements have been made 
on them, and in no case has the $350, ,000 grant by the United States 
been as much as one-half the cost of the reactor. 


COST OF REACTORS 


I answered a previous question by saying that a million dollars can 
be taken as a fair figure for the cost of a reactor. Depending on its 
size it can be as much as 2 million or even a little more than that, but 


in no case do we pay more than the $350,000 regardless. My recol- 
lection of the Brazilian reactor to which I referred previously is that 
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it cost around $1,100,000, but I am not completely confident of that 
figure. However, I do not believe it is terribly far off. I think for 
purposes of discussion it can be relied upon as a correct figure. 

Incidentally, to go back to a previous question you asked me, this is 
not the only reactor that has gone critical. I believe that the Federal 
Republic of Germany’s reactor has gone critical, the Spanish and the 
Danish reactors are about to go into operation, as tangible evidence of 
the fact that this program is moving along. 


eR ee eed 


SOVIET PROGRAM 


Mr. Atexanper. Are the Communists developing any type of pro- 
gram along this line? 

Mr. Fioserc. We do not know too well. 

Mr. Hatt. What have they done, Mr. Alexander, I think in part, 
possibly copying our objectives, they have developed agreements with 
several of the satellite countries, and one agreement with Egypt, and 
in point of fact, they have furnished research reactors, and apparently 
some of the same types of equipment that we are discussing here today. 
We do not know too much about the details, but I understand that 
Communist China already has a research reactor which has been fur- 
nished by the Soviet Union. I think the answer is probably yes. 

Mr. Atexanver. What are the dangers, if any, to this country by 
distributing these reactors and this information to all of the people 
throughout the world that are able to take advantage of this program ? 


WRONGFUL USE OF REACTORS BUILT 


Mr. Fiopnerc. I do not know of any dangers, Mr. Alexander. Are 
you asking whether somebody can make weapons out of these ? 

Mr. Avexanper. Well, the possibility of that or other things that 
might be of danger to the security of this country. 

Mr. Fioperc. I do not see any such consequences from this program. 
This has no relationship to weaponry, and of course our agreements 
with these countries provide that these are all peaceful use tools any- 
how, and in addition to that, there is not enough fissionable material 
involved to have any significance for weapons. 

Mr. Haux. Mr. Alexander, the bilateral agreement among the other 
things provides for a right on the part of the United States to deter- 
mine on the spot that the reactor and the fuel in the reactor is being 
used for peaceful purposes. We have concluded technical surveys of 
the reactors that Commissioner Floberg referred to, to make that deter- 
mination, so even though the quantity of fuel in the project itself 
is so small, we have the additional assurance, brought on by the tech- 
nical inspection, by our own people, that nothing is being diverted 
whatsoever for any type of military purpose. 

Mr. Avexanper. If a country should become unfriendly to us and 
wanted and tried to divert this reactor to other uses which possibly 
could be harmful, would it be possible for them to do it? 

Mr. Haut. In the first place it is quite unlikely they could use one 
of these instruments for any military purpose. In the second place, 
the small quantity of fuel provided is under a lease arrangement. The 
fuel still remains the property of the United States Government under 
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this leasing arrangement. The fuel must be returned to the United 
States, so if there are any predictable developments which one might 
say would jeopardize our security we simply would take the fuel back. 

Mr. Avexanper. It would be a simple matter in a very short time, 
though, for these countries to develop the fuel ? 

Mr. Froverc. That is not a simple matter. In fact, there is no coun- 
try that we have a program in actual being with that would have the 
capability of doing this right now. There are some of the more highly 
industrialized countries that will, over a period of time, develop such a 

capability. In fact, that is part of the objective of the atoms-for- 
peace program, is to ‘develop a more general nuclear capability in these 
countries. 

This is going to be astruggle and it will take time to do it. 

Mr. ALeExanveR. I understand that. I am for the fine objective that 
you have, and I also wanted to get into some of the dangers, or possible 


dangers there might be. That was the reason that I asked the questions 
along that line. 


That is all, Mr. Chairman. 
Mr. Passman. Mr. Taber? 


SOVIET REACTORS 


Mr, Taper. The Russians have some development of these atomic 
power producers ; do they not? 

Mr. Fioserc. Yes, sir; they do. 

Mr. Taser. How good they are working, I do not know. We know 
you don’t, either. 

Mr. Fioperc. We don’t know too much about it, either. . They have 
sort of a show place power station not far from Moscow that they 
have taken people to, to demonstrate to them, but it is small. 

Mr. Taser. Something like 2,500 kilowatts? 

Mr. Froserc. I think it is 5,000 kilowatts rating, but I do not be- 
lieve it has been run at all. I think your figure is the one at which 
it has run. 

Mr. Taser. That is all. 

Mr. Passman. Mr. Wigglesworth ? 


SCIENTIFIC BENEFITS FROM PROGRAM 


Mr. WiccLeswortn. You refer on page 2 of this statement to the 
fact that the atoms-for-peace program is not all one way. In every 
case in which we provide assistance, be it for a research reactor or for 
lesser nuclear research equipment, we arrange to be provided with 
information of scientific raid from the research we are helping to 
get into gear. 

How much value have we obtained from other countries as a result 
of this program ¢ 

Mr. Frorerc. This program is really just getting started. I can’t 
say we have gained anything in that respect. 

Mr. Wiacteswortn. It is “hope rather than fact ? 

Mr. Froperc. A hope, but well-founded hope, based on performance 
of these countries in the past, particularly in the nuclear field. 
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QUALIFICATIONS FOR REACTOR GRANTS 


Mr. WiceLeswortn. Referring to the number of reactor grants on 
page 4 of your statement, you say : 

In the coming fiscal year, we expect at least 10 additional countries will 
become qualified for research reactor grants. 

What in a general way are the qualifications? 

Mr. Frioserc. The qualifications include having developed a sutfli- 
cent degree of sophistication that the reactor can be used to full ad- 
vantage. This means a scientific community and technical founda- 
tion and an anticipated training program for the reactor that would 
make the investment worth while. They must have also the financial 
ability to conduct a program after they have the tools with which 
to work. 

Mr. Wicetreswortu. The $3.5 million is for reactor grants. Is that 
more or less than you had in the current year for reactor purposes? 

Mr. Frosere. It is a little more, $350,000 more if my arithmetic is 
correct, which in effect means 1 reactor more. 

Mr. Wiceieswortu. Will you tell us about the equipment grants? 

What did you have for that this year ? 

Mr. Frozerc. This is a substantial increase. This is about a million 
and a quarter dollars more than the figure in the current budget. 
That is another way of saying that this part of the program is really 
just getting started. 


SIZE AND DURATION OF PROGRAM 


Mr. Wicciesworrn. What are the limitations in terms of time and 
in terms of annual expenditures for this program ? 

Mr. Fiorerc. The program has no formal limitation in time, but I 
would say it had a finite limit. Without wishing to be pinned spe- 
cifically to this, I would say within 4 or 5 years we ought to see the 
definite tapering off of this program, certainly in this phase of the 
program. 

Mr. Wiacieswortn. Is this request for $5.5 million a fair index of 
the annual expenditure from here out? 

Mr. Froserc. I would say once again without wishing to be precise 
that it is an index, yes, sir, as far as we can anticipate for the next 
3 or 4 years. 

Mr. Wiceitrswortu. You would not expect that figure to increase 
substantially ? 

Mr. Frosera. Not substantially: no, sir. In fact, toward the end 
of that period I mentioned I would expect them to be declining. 

Mr. Wicerreswortn. That is all, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Wigglesworth. 


TOTAL COST OF PROGRAM TO DATE 


Commissioner Floberg, what is the total amount appropriated for 
the atoms-for-peace program since the inception of the program ? 

Mr. Froserc. The entire atoms-for-peace program ? 

Mr. Passman. Yes, sir. 

Mr. Froserc. That would be $6.9 million. 

Mr. Peuzer. That includes fiscal years 1956, 1957, and 1958. 
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UNEXPENDED BALANCE 


Mr. Passman. What is the estimated amount unexpended as of 
June 30? 

Mr. Hau. Unexpended, we have obligated—— 

Mr. Passman. I am referring to the amount unexpended on June 30. 

Mr. Hau. The story is as follows: We have up to, let us say today, 
$3,931,000. We expect, within the next 10 days, to obligate $518,500, 
which would leave an unobligated amount of $500. 

Mr. Passman. What I want to know is what you are going to have 
on hand unexpended. 

Mr. Murpnuy. $6.1 million. 

Mr. Passman. Since the inception of the program? 

Mr. Mourpnuy. $6.9 million. 

Mr. Passman. You have actually spent how much? 

Mr. Moureuy. $800,000 is the estimate for this fiscal year. 

Mr. PassMan. That is an estimate? 

Mr. Murpuy. Yes, sir. 

Mr. PassmaAn. There could be more on hand ? 

Mr. Mitier. That is about correct, sir, because we obligate these 
funds at the time we sign the agreement to reimburse the Government 
for the reactor grant. However, we do not make the payment until 
the reactor project is complete and we make a determination it is a 
going project. There is a considerable timelag in that. 

Mr. Passman. The total amount appropriated for the program— 
you have spent only $800,000. 

Mr. Murpny. Yes, sir. 

Mr. Mruzer. That is correct, sir. 

Mr. Passman. Aren’t you going to be a bit heavy on obligations 
and light on spending? Why do you want to keeep stacking it up? 

Mr. Murpny. In fiscal year 1959, Mr. Chairman, the estimate of 
expenditures is $3 million. 

Mr. Passman. You are dealing with estimates. I am dealing with 
the amount that you have on hand for which you have not drawn 
vouchers. 

Mr. Morrny. Mr. Miller has explained the long-lead nature of 
the reactor projects and the fact the payments do not occur until the 
reactors have actually gone critical so that expenditures naturally 
follow considerably after the obligation. 

Mr. Passman. But you are stacking up a considerable amount? 

Mr. Miter. Yes, Mr. Chairman, one has to recognize that this 
program got off to an awfully slow start. As you recall, we just made 
a few grants in fiscal year 1956 and there was a lot of preliminary 
work to be done, even after we made those grants, so that the time 
from the making of the grant to the completion of the project is nar- 
rowing, so once we get. into fiscal year 1959 we will be seeing the pay- 
ments on these previous grants, plus catching up on some of the 
others. 

Mr. Passman. What is the lead time on this type equipment ? 

Mr. Miuuer. It isa year and a half to 2 years. 

Mr. Hatz. On a research reactor it is about 18 months. 

Mr. Passman. The average? 

Mr. Hat. Yes, sir. From the point of the certification to com- 
pletion. 
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Mr. Passman. What has been your experience in obligations? 

Mr. Hauy. We have none, sir, because each one of these is a firm 
commitment with the Government, and so far each of the countries 
~ fulfilled its agreement. We had no cancellation of projects to 

ate. 


NUMBER OF COUNTRIES RECEIVING GRANTS 


Mr. Passman. To what number of countries are you making grants 
in the program ? 

Mr. Mixter. For 1959 there are 10. 

Mr. Peuzer. There are 10 in fiscal year 1959. We have 16 to date. 

Mr. PassMAn. Sixteen in the 1959 program ? 

Mr. Pexzer. Ten in the 1959 program and prior to 1959 there were 16. 

Mr. Fiozerc. These are reactor grants? 

Mr. Passman. Are there any for the Dominican Republic? 

Mr. Haut. No, sir. 

Mr. Passman. Thank you, gentlemen. 

Mr. Fioperc. Thank you. 


OCEAN FREIGHT 
WITNESSES 


WILLIAM H. McCAHON, CHIEF, VOLUNTARY FOREIGN AID STAFF, 
OFFICE OF THE DEPUTY DIRECTOR FOR TECHNICAL SERVICES, 
INTERNATIONAL COOPERATION ADMINISTRATION 

MRS. FLORENCE H. deGONZALEZ, PROGRAM OFFICER, VOLUNTARY 
FOREIGN AID STAFF, ICA 


Mr. PassmMan. The next item is “Ocean freight.” 

We are pleased to have present Mr. William H. McCahon, who will 
testify for the amount of the request for ocean freight. 

Mr. McCahon, do you have a general statement you wish to make? 

Mr. McCauon. Yes, Mr. Chairman. Our statement on this item 
is very brief. 

Mr. Passman. It pleases the committee that you have been able to 
state your case so fully in this brief statement. You may proceed 
to read your statement into the record. 

Mr. McCanon. Yes. Following that, Mrs. de Gonzalez and my- 
self will be very happy to answer any questions you may have. 


GENERAL STATEMENT 


Mr. McCanon. My name is William H. McCahon. I am Chief 
of the Voluntary Foreign Aid Staff of ICA and serve also as executive 
director, ex-officio, of the Advisory Committee on Voluntary Foreign 
Aid. That Committee consists of nine members, all serving without 
compensation, and is chaired by Mr. Charles P. Taft. I have served 
in this capacity since July 1, 1953, and for 3 years prior to that as 
Associate Chief. In carrying out the responsibilities of this position, 
I have become closely acquainted with the personnel of the American 
voluntary agencies and have had an opportunity to observe and obtain 
a personal knowledge of their varied activities abroad. I am con- 
vinced that these groups of private citizens play an important role 
in international relations which today is of great value to our country. 
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Acting on behalf of the American people they, as private citizens, are 
extending a helping hand to friendly peoples around the world, who 
through circumstances beyond their control, need our assistance. The 
request we are making represents one material way in which the 
United States Government indicates its interest in supporting and 
furthering the overseas activities of its own citizens’ groups. 

This request is to make possible the continued support of our 
American voluntary agencies by paying ocean sreight costs on their 
relief and rehabilitation shipments abroad. The $2.1 million re- 
quested i is $100,000 less than was appropriated last year for this pur- 
pose. ‘This reduc ed amount should prove e adequate, however, since it 
is based on the participating voluntary agencies’ own estimates of 
the volume to be moved in fiscal year 1959. There are no United 
States Government procurement costs involved in this program. 
The goods are supplied by the voluntary agencies and represent free 
donations of the American people. Thus for each tax dollar spent, 
supplies valued at about $14 are delivered to needy persons in friendly 
countries abroad. 

Thirty-two private groups are cooperating in this program in 18 
foreign countries. More detailed information regarding the program, 


including the names of the participating agencies, as well as the coun- 


tries of distribution, will be found on pages 69 and 70 of the presenta- 
tion book (nonregional program). Over the years we have developed 
a close working relationship with United States voluntary agencies. 
Their activities and services abroad, in the fields of material aid, refu- 
gee resettlement and technical assistance, are considered to be a valu- 
able supplement to the official programs of Government. 

Mr. Passman. Thank you, Mr. McCahon. 

Mr. McCanon. Thank you, Mr. Chairman. 

Mr. Passman. The request for fiscal year 1959 is for $2.1 million? 

Mr. McCanon. That is correct. 

Mr. Passman. That represents a decrease of $100,000 below the cur- 
rent fiscal year ? 

Mr. McCanon. Yes, sir. 


JUSTIFICATION OF THE ESTIMATE 


Mr. PassMAN. We shall insert in the record at this point the justi- 
fications on pages 69 and 70 of the nonregional programs. 
(The justifications follow :) 


OCEAN FREIGHT (VOLUNTARY RELIEF ) 
NONREGION AL 


Program summary 


{In thousands] 
III UNE casei sce sneg cases dehiscence dnndahocemnil setinieitUatienBieis hia $2, 040 
Estimate, fiscal year 1958 2, 200 
Proposed, fiscal year 1959 h 2, 100 
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i} Detail of program 
} 7 


CY) ORES 


\ [Dollar amounts in thousands] 





Fiscal year Program, | Proposed, 
Ocean freight subsidies by area 1957 fiscal year | fiseal year i 
| 1958 | 1959 

| 


i 
A 
i 
; 
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Europe and Africa__ Raieskuktacscseaee se eccekseveras $1, 020 g 
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SUMMARY OF PROGRAM | 


Ocean freight subsidy tet adn $2, 040 | $2, 200 $2, 100 
a eight of supplies shipped (thousand pounds). Mast wbeebden 73, 440 | 79, 200 | 70, 000 
RI I i a a ca $24, 826 | $28, 930 $30, 000 











Obligations and expenditures 


{In thousands} 


Economic assistance | | Obligations | Rxpendivores Unliquidated 
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Cumulative, June 30, 1957 __ s see mitimingee $39, 463 | $38, 925 | $538 
Fstimate, fiscal year 1958 __ ‘ haeiael 2, 200 2, 638 |... 
Cumulative, June 30, 1958 ot ce eR) till ica) 41, 663 | 41, 583 | 100 





} ment overseas of supplies donated to American voluntary agencies, facilitates and 
a encourages people-to-people gifts from Americans to needy persons abroad. It 
helps demonstrate the concern of individual Americans for people denied the 
; . basie necessities of life and, thereby, engenders good will toward the United 
> States. 

Program objectives and operations.—This program, which has been in existence 
since 1948, provides for the payment of ocean transportation costs of shipments 
3 of relief and rehabilitation supplies shipped by approved American nonprofit 
a voluntary agencies in support of their relief operations abroad. Approved 
‘ agencies are those registered with the Advisory Committee on Voluntary Foreign 

i Aid of ICA as well as with the American Red Cross. These agencies obtain their 

i major support from donations of cash and goods in kind from the American 

; people. It is estimated that their combined constituencies comprise 75 percent 
of the total United States population. They act as a direct channel of aid and 
hence, a material expression of good will from the people of America to needy 
and uprooted people abroad. 

Before expending funds appropriated for this purpose, a formal agreement 
is entered into between the United States Government and the receiving govern- 
ment, which guarantees on the part of the latter duty-free entry of the goods } 
and the payment of inland transportation costs from port of entry to the ultimate f 

i point of distribution. The American agencies, for their part, bear the cost of 
Bi solicitation, processing, warehousing, packaging for export, and transportation 
F | to United States ports, plus the salaries and other administrative costs in main- 
} taining field representatives in the countries of reception to supervise distri- 
{ bution. 
| The program represents a three-way cooperative arrangement between our 
{ 
j 
. 
: 
| 


: 
/ 
, United States interests —The ocean freight program, by subsidizing the move- 
' 


American voluntary agencies, the United States Government, and foreign govern- 
ments, with each contributing materially to its success. Under regulations which 
have been established for the program, all goods are adequately marked to 
Bi identify their American origin. These markings bear the United States emblem 
| and the wording “Gift of the American People—Ocean Freight Paid by the 





| United States Government.” Additionally, each agency maintains in the recipient 
f countries American citizens as representatives to supervise distribution and to 
insure that the supplies reach the persons for whom they are intended. 


i 
t 
: 





1355 


Accomplishments.—Supplies valued at nearly $29 million will have been shipped 
and distributed in fiscal year 1958 at a cost to the Government of $2.2 million. 
Each dollar appropriated for this purpose is multiplied, roughly, 14 times in terms 
of the value of the relief goods it generates and delivers. These goods include, 
specifically, food, clothing, medical and hospital supplies, school supplies, hand- 
tools for trades and agriculture, and other self-help supplies. Most of these goods 
are donated in kind, without any cash contribution to cover the necessary delivery 
costs to the country of destination; hence, the value to the agencies of ocean 
freight support, without which the program could not go forward. That Congress 
has fully recognized this need is evidenced by its continuing support of this 
activity during the past 10 years. 

These same agencies are also moving substantial quantities of United States 
Department of Agriculture surplus commodities into their relief channels abroad. 
The payment of ocean freight charges on these surplus commodities is now funded 
under the authority of section 208 of Public Law 540, the Agrciultural Act of 1956. 
Proposed fiscal year 1959 program 


The amount of $2.1 million requested to continue this support in the next 
fiscal year is based on actual program estimates by the participating voluntary 

agencies. Unsettled world conditions, and the direct relationship of such con- 
ditions to the need for continued aid of this kind, emphasize the importance of 
mantaining this people-to-people activity at its present level. 

Note 1.—Participating agencies include the following: American Baptist 
Relief, American Friends of Austrian Children, Amrican Friends Service Com- 
mittee, American Jewish Joint Distribution Committee, American Mission to 
Greeks, American ORT Federation, American Red Cross, Assemblies of God 
Foreign Service Committee, Brethren Srvice Commission, Catholic Relief Serv- 
ices-National Catholic Welfare Conference, Church World Service, Congregational 
Christian Service Committee, Cooperative for American Remittances to Every- 
where (CARE), Foster Parents’ Plan, Heifer Project, International Rescue 
Committee, Iran Foundation, Little House of St. Pantaleon, Lutheran World 
Relief, Mennonite Central Committee, Near East Foundation, Pestalozzi Founda- 
tion of America, Refuge des Petits, Rumanian Welfare, Salvation Army, Save the 
Children Federation, Seventh-Day Adventist Welfare Service, Tolstoy Founda- 
tion, Unitarian Service Committee, United Lithuanian Relief Fund of America, 
World Relief Commission of the National Association of Evangelicals, and World 
University Service. 

Nore 2.—Participating countries and areas include the following in fiscal 
year 1958: Austria, France (including Algeria), Greece, Italy, Yugoslavia, Iran, 
Egypt, India, Pakistan, Hong Kong, the Philippines, Taiwan, Vietnam, Bolivia, 
Chile, Ecuador, Honduras, and Paraguay. 


Mr. Passman. Do we have a similar program in this country, other 
than through the Red Cross for stricken areas where we recommend 
that CARE packages be sent to our own distressed people? I am 
thinking particularly of my district, where there might be at this time 
as many as 500 or 600 families in 1 parish living in tents out on a hill. 
The flooding is not to such an extent as to be considered a catastrophe. 
Therefore. these people are not eligible for certain aids of surplus 
commodities from our own Government. Do you know of any move- 
ment in this country where we might have a program similar to CARE 
available for people in areas of distress brought about by a flood, hur- 
ricane, or some other disaster ? 

Mr. McCanon. Of course, as you know, there are a good many pri- 
vate groups in this country which devote their efforts to help and 
assitance in the domestic field. 

Mr. Passman. Anything similar to CARE? 

Mr. McCarron. I know of no such agency. The principal agency 
chartered by Congress to meet disaster situations is the American Red 
i ross, 

Mr. Passman. You do work of that kind, too? 

Mr. McCanon. Yes. 
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QUESTION OF PRIVATE PROFITS FROM PROGRAM 


Mr. Passman. On the provisions for these CARE packages, usually 
it is something that is given to the agency, perhaps through religious 
and charitable and other organiz: tions. “I know it does not cost our 
Government. Do you know of any manufacturers who may be making 
a substantial profit by continuing the program ? 

Mr. McCanon. I doubt that very much, Mr. Chairman. The agen- 
cies themselves normally get preferential prices and rates from “the 
people they are doing business with, in view of the fact that they are 
charity organizations. 

Mr. Passman. It is a volume, though, for certain processors of 
foods? 

It is not something that is given by retail or wholesale grocers to the 
program, is it ? 

Mr. McCanon. It is,in part. Part of the donations from the Ameri- 

can people are in terms of cash. I think principally in the case of 
CARE they operate on a cash basis and procure the goods. They take 
the cash and buy something from a merchant or wholesaler, whether it 
be food, clothing, medical supplies, or new fishing nets for special 
projects. | 

Mr. Passman. So many of the programs of this type are commer- 
cialized. I believe I have heard more about CARE on radio and TV 
than even for our own Red Cross. I wondered if this was a result of 
keen interest on the part of the supporting organizations or whether it 
might also involve some sales promotion. 

Mr. McCanon. I think not, Mr. Chairman. The things that you 
have heard are supported by the Advertising Council of America, 
which, as you know, does this good work for many good causes in 
our country. CARE is one of the agencies that they have given their 
support to as well as the three great faiths. 

Mr. Passman. Who pays for this advertising ? 

Mr. McCanon. That is a donation by the advertising council. 

Mr. Passman. We have never asked such questions before. I thought 
they might possibly be appropriate. 


COUNTRIES RECEIVING PACKAGES 
To how many countries do CARE packages go? 

Mr. McCanon. This particular program is covering 18 countries 

Mr. Passman. Which countries are they / 

Mr. McCanon. They are listed on page 70. Would you like me to 
read them, sir / 

Mr. Passman. Please, sir. 

Mr. McCaunon. Austria, France, Greece, Italy, Yugoslavia, Iran, 
Egypt, India, Pakistan, Hong Kong, the Philippines, Taiwan, Viet- 
nam—that is South Vietnam, of cowrse—Bolivia, Chile, Ecuador, 
Honduras, and Paraguay. 

Mr. Passman. Is there any way to learn what percentage of the 
total shipments for which we pay freight reaches each of these 
countries 4 

Mr. McCanon. We do not have it in this presentation, except by 
area, on page 69. It shows the Europe, Africa, Near East, Asian, Far 
East, and Latin American breakdowns. 
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Mr. Passman. Does this operate under the same laws as other 
shipments, providing for 50 percent to move in American ships? 

Mr. McCanon. No, sir. My understanding and the information 
given me is that the 50-50 shipping law does not apply to these ship- 
ments, since these are goods owned with title resting in the agency, 
the private groups. 

However, as a matter of administrative practice and good sense, 
I believe, our records show that the voluntary agencies are shipping 
better than 50 percent on American bottoms, but this is not forced 
on them. 

SHIPMENTS TO YUGOSLAVIA 


Mr. Passman. Do you have any idea what percentage of CARE 
shipments is going into Yugoslavia ? 

Mr. McCanon. I don’t have the exact percentage with me. 

I don’t mean to imply that we don’t have a record by country of the 
exact amount. Wedo have. 

Mr. Passman. I hope you will insert the data in the record. 

(The information follows :) 


Gross weight, value, and ocean freight on relief and rehabilitation supplies shipped 
by voluntary relief agencies during fiscal year 1957 





Country Weight Dollar value Ocean freight 
(pounds 

Algeria _- ts a . silanes au 324, 858 $15, 682. 66 
Austria. .....- cioe aa Sa ag 3, 369, 516 | 166, 214, 05 
Bolivia... -.-- L ‘ cba eden 150, 651 | 14, 687. 24 
Chile _- pbibe a ie tn eeacails Bee eal 528, 812 50, 914. 64 
Ecuador --_.- : ae | 101, 572 8, 557. 03 
Egypt dba ta 274, 148 18, 543. 49 
France... aa ; 576, 611 | 27, 710. 36 
Greece __ _. d e 2, 174, 646 124, 776. 76 
Honduras ; . ‘ . 2,114 121. 49 
Hong Kong ; 1, 225, 163 79, 770. 56 
India ‘ 744, 352 30, 398. 49 
Iran (oar fs al saa 182, 998 | 13, 933. 41 
Italy * : ; ieee 46, 144, 905 | 558, 735. 76 
Morocco_.-- 3 = 54, 794 5, 044. 34 
Pakistar : 1, 547, 010 86, 834. 57 
Philippines 722, 419 | 45, 068. 53 
Taiwan - 798, 100 

Tunisia ; 26, 833 

Vietnam ‘ 3, 394, 497 

Yugoslavia . . 1, 154, 691 

Total... a : 7 ead : 63, 498, 690 | 23, 279, 087. 81 





Mr. McCanon. There are four of these agencies with programs 
approved in Yugoslavia. Church World Serv vices, CARE, Lutheran 
World Relief, and Save the Children Federation. They shipped a 
total of 1,154,691 pounds of relief goods valued at $1,060,752.49, and 
the ocean freight paid from the funds appropriated by the Congress 
for this program amounted to $62,712.45. 

Mr. Passman. Do you know the attitude of the public officia!s in 
Yugoslavia toward the program ? 

Mr. McCanon. All of these programs are, of course, ‘based on the 
willingness, and as a matter of fact, the welcome of the host govern- 
ment permitting these agencies in the first instance to enter and have 
representatives there. Each group has its own United States citizen 
representative on the spot. 
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DISTRIBUTION OF PACKAGES 


Mr. Passman. How is the distribution made ? 

Mr. McCanon. Distribution in Yugoslavia is made in close coopera- 
tion with the Yugoslavia Red Cross; insofar as Church World Service 
and Lutheran World Relief programs are concerned. CARE coop- 
erates with the Red Cross, but has its own distribution system. In 
other words, they have several Americans there who work out the 
institutions who are going to receive these supplies, and then they 
check to see that they are received by the institutions for whom they 
were intended. 

Mr. Passman. Do you have any way of checking as to whether the 
supplies are actually going to the needy or to the greedy ? 

Mr. McCanon. We rely pretty much on the voluntary agency for 
that. Prior to approval of a voluntary agency, you realize this 
advisory committee which I mentioned has reviewed ¢: arefully the 
bona fides of the group. Most of them have had many years of experi- 
ence, and we rely heavily on that, but in addition they are working 
closely with our United States operations mission people, and with 
our embassies and consulates. 

Mr. Passman. We recognize this as a very small item; but we are 
considering thousands of small items, and together they ‘add up toa 
lot of money. 

If the shipments are made, then we pay the freight? We agree to 
pay the freight, and if the freight charges total the full amount, then 
it is all expended, and otherwise it is carried over? 

Mr. McCanon. If the money is not expended, and is not needed, it 
reverts to the Treasury. 

Mr. Passman. We could discuss it all day, and it would not raise or 
lower the amount. We are committed, and I think rightfully so, to 
pay the freight. You apparently need this much money , but if you 
do not need it, it reverts to the Treasury, and you ask next year for 
new appropriation ¢ 

Mr. McCanon. That is correct. 

Mr. Passman. Thank you very much. 

Mr. Gary, do you have any questions ? 

Mr. Gary. No questions. 

Mr. Passman. Mr. Alexander? 

Mr. ALExANDER. No questions. 

Mr. Passman. Mr. Andrews? 


PERSONNEL HANDLING PROGRAM 


Mr. Anprews. Is this a separate agency known as the ocean freight 
support for voluntary agency relief shipments ? 

Mr. McCanon. No, indeed, sir. Is your question pointed to the staff 
in government that is responsible for this liaison with the agencies, and 
administers these funds? 

Mr. Anprews. Yes, sir. 

Mr. McCanon. Well, that would be my staff which is the voluntary 
foreign aid staff in ICA. We have a total of 10 people—3 officers in- 
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cluding myself 
positions. 

Mr. Anprews. Are they the only employees connected with this 
program ¢ 

Mr. McCanon. Yes, sir; the voluntary agencies, of course, in their 
activities touch many more places in Government, but we are the point 
in Government as the central focal point to assist these agencies, and 
with repsect to this particular appropriation, to review their estimates 
and their requests and to allocate funds to them against those requests. 





and the rest are stenographers and clerical-type 


USE OF FUNDS FOR PREIGHT CHARGES ONLY 


Mr. Anprews. Do you have a breakdown on the proposed expendi- 
ture of the $2.1 million ? 

Mr. McCanon. The breakdown is on page 69 of the presentation 
book. I would be glad to read it to you. 

It is in the box. 

Mr. Anprews. I am looking at that. 

Mr. McCanon. It is listed by area—geographical areas, 

Mr. Anprews. My point is this: Is all of this $ $2.1 million to be used 
to pay freight charges, or does it include salaries and other expenses 4 

Mr. McCanon. This includes nothing, sir, but freight charges, 
which is defined as from ships tackle, U “nited States port, to ship’s 
tackle, receiving port, and no other cost is paid. Am I correct, Mrs. 
deGonzales / 

Mrs. DEGONZALEZ. Yes, sir. 

Mr. Anprews. From what fund are the salaries of your 10 employees 
in your organization paid 

Mr. McCanon. That is from the ICA administrative funds. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Passman. Mr. Taber, do you have any questions? 


OBLIGATIONS AND EXPENDITURES 


Mr. Taser. How much have you expended so far this year? 

Mr. McCauon. The record this fiscal year against the appropria- 
tion of $2.2 million is $1,845,525, which has been ‘obligated as of today, 
and it is expected that very close to that amount would have been 
expended. But we cannot firmly say today or until about the middle 
of August because the agencies have 45 days in which to submit their 
claims for payment, and shipments may go forward until midnight, 
June 30. 

My best guess is that very close to the amount that has been obli- 
gated will have been expended. 

Mr. Taser. You do not know how much has been obligated, say, as 
of May 31? 

Mr. McCanon. As of today, $1,845,525. 

Mr. Taser. That is as of today 
Mr. McCanon. Yes, sir. 

Mr. Taner. You would need to obligate at a much faster rate the 
rest of the year if you were to obligate all of the funds; would you 
not ? 

Mr. McCanon. We do not expect that there will be any cause for 
any significant additional obligation. 





25164—58 
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Mr. Taner. This year? 

Mr. McCanon. Yes, sir. 

Mr. Taser. That is all. 

Mr. Passman. Mr. Wigglesworth ? 

Mr. Wiacieswortu. No questions. 

Mr. Passman. Thank you very much, Mr. McCahon. I wish you 
the best of luck with your program. 

Mr. McCanon. Thank you, Mr. Chairman and members of the 
committee. 

Mr. PassMan. The Committee stands adjourned. 


‘THURSDAY, J UNE 19, 1958. 


CONTROL ACT EXPENSES (MDAC) AND ADMINISTRA- 
TIVE EXPENSES, DEPARTMENT OF STATE 


WITNESSES 


WILLIAM 0. HALL, DEPUTY ASSISTANT SECRETARY FOR BUDGET 
AND FINANCE, DEPARTMENT OF STATE 

J. E. MURPHY, CONTROLLER, INTERNATIONAL COOPERATION AD- 
MINISTRATION 


Mr. Passman. We shall now hear from Deputy Assistant Secretary 
William O. Hall, on the administrative expenses, Department of State, 
section 411 (c), and also the Defense Assistance Control Act of 1951. 

Mr. Hall is the Deputy Assistant Secretary for Budget and Finance. 


GENERAL STATEMENT 
ADMINISTRATIVE EXPENSES, DEPARTMENT OF STATI 


Mr. Hanzi. Mr. Chairman, the authorization for the requests for 
appropriations for the activities of the Department of State under the 
mutual security program is section 411 (c) of the Mutual Security Act 
of 1954, as amended, which provides that: 

“There are authorized to be appropriated to the Department of 
State such amounts, not to exceed $7 million in any fiscal year, as may 
be necessary from time to time for administrative expenses which are 
incurred for normal functions of the Department which relate to func- 
tions under this act.” 

The authorization for the appropriation for the mutual defense 
assistance control activities of the Department of State is found in 
section 410 of the Mutual Security Act. 

The two appropriation requests reflect several shifts in function 
between the International Cooperation Administration and the De- 
partment of State proper. The activities for which appropriations 
have been shifted are the coordination of the mutual security programs, 
United States representation in the Organization for European Eco- 
nomic Cooperation, public information, refugees and migration and 
Mutual Defense Assistance Control Act administration. With one 
exception these shifts have been reflected in comparative transfers for 
previous years in the tables before the committee. The one exception, 
which I specifically bring to your attention is the cost of permanent 
refugee work in the Department of State involving 10 positions which 
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have been budgeted for this year as a new item in the regular Depart- 
ment of State * ropriation. 

In summary, the net overall request for administration of section 411 
(c) for fiscal year 1959 is $6,692,500. This compares with a before- 
adjustment figure of $6,665,500 available in fiscal year 1958 or 
$6,574,000 after adjustment, for an increase of $118, 000, of which 
$70,000 is for the refugee program, $20,000 is for mutual- security 
program coordination and $28,000 is for public information. The 
request for the administration of the Control Act is $1 million as 
compared with a 1958 program figure of $1,040,000. 


PROGRAM POLICY REVIEW AND NATO REPRESENTATION 


The first 2 items shown in the schedule on page 75 of the justification, 
namely, “Program policy review” in the amount of $2,675,000 and 
“Representation of the United States to NATO and the European 
Regional Organization” in the amount of $1,902,000 which are re- 
quested i in the same amounts as in 1958. These two program items 
are for activities which were the responsibility of the Department of 
State in all of fiscal year 1958 and in fiscal year 1957. The items 
“United States participation in OKEC,” “Mutual Security Program 
Coordination and Public Information” activities cover activities trans- 
ferred to the Department of State under executive order during the 
course of fiscal year 1958. The item Refugee and Migration Program 
has been the responsibility of the Department of State since its transfer 
from ICA in April 1956. This has been funded, however, from the 
ICA administrative expense appropriation under section 411 (b). 
We are requesting that for fiscal year 1959 funds for this activity be 
included in the wrree iation to the State Department under section 
411 (c). Comparative transfer adjustments in the ICA portion of the 
mutual-security program have been made to offset these items. I sub- 


mit for the committee record copies of the executive orders authorizing 
these transfers. 


MUTUAL SECURITY PROGRAM POLICY REVIEW 


The Department of State is the agency responsible, under the Presi- 
dent, for the development and control of foreign policy and all rela- 
tions with foreign governments, and is responsible for providing for- 
eign policy guidanc ‘e to all agencies of the Government. Consistent 
with these responsibilities the Secretary of State negotiates and exe- 
cutes all international agreements relating to the mutual security pro- 
gram. In the field, the chief of diplomatic mission provides foreign 
policy direction to all representatives of United States agencies in each 
country and has a supervisory authority over all mutual security pro- 
grams at the country level, being charged with their coordination as 
well as assuring that the program activities are « varefully planned and 
effectively carried out within the framework of established policy. 

In addition to his other functions related to the mutual security 
program, the Secretary of State is specifically responsible for the 
formulation and implementation of the policy of the United States in 
its participation in the United Nations Expanded Program of Techni- 
c = \ssistance, the technical cooperation program of the Organization 

American States, and the assistance programs of the Intergovern- 
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mental Committee for European Migration, the United Nations Refu- 
gee Fund, the United Nations Children’s Fund, and the United Na- 
tions Relief and Works Agency for Palestine Refugees in the Near 
fast. The Secretary of State is also responsible for representing the 
United States in these organizations and for making the United States 
contributions thereto. The Secretary of State is also specifically re- 
sponsible for the direction and operation of the United States Escapee 
Program. 

The Department of State also supplies policy guidance to the De- 
partment of Defense in relation to the military assistance program and 
to the International Cooperation Administration in relation to the 
other programs. 

Within the amount of $2,675,000 requested for program policy re- 
view, $1,424,100 is for work in the Department relating to mutu: al se- 
curity problems and $1,250,900 for activities at our missions overseas 
relating to economic aid and military assistance programs. 

The Department of State portion of these requests provides for 174 
positions. The positions at our missions overseas include 96 American 
and 10 local positions. 


UNITED STATES MISSION TO NATO AND EUROPEAN REGIONAL ORGANIZATIONS (USRO) 


USRO is the abbreviation for the United States mission to the 
North Atlantic Treaty Organization (NATO) and European Re- 
gional Organizations. The other regional organizations referred to 
in USRO’s title are the Organization for European Economic Coop- 
eration (OEEC) and the Consultative Group-Coordinating Commit- 
tee for strategic trade control. 

The mission is comprised of representatives of the Department of 
State, Department of the Treasury, Department of Defense, Inter- 
national Cooperation Administration, and United States Information 
Agency. The State Department element includes the Office of the 
Mission Chief, the Office of Political Affairs, and the administrative 
staff, and secretariat for the entire organization. 

The request makes provision not only for the staff of the Ambassa- 
dor’s office, the Executive Office, the Office of Political Affairs, and the 
major portion of the Office of Economic Affairs, but also for the local 
employees serving the other offices and the general operating expenses 
of the entire mission. USRO obtains all of its administrative services 
from the American Embassy in Paris under a plan of integrated 
administration designed to eliminate duplicate staffing and reduce 
expenses. 

This item provides for 73 American positions and for 100 local posi- 
tions in the United States representatives’s office to NATO for a total 
cost of $1,902,000 including other objects of expense. 


POLICY GUIDANCE—UNITED STATES PARTICIPATION IN ORGANIZATION FOR EUROPEAN 
ECONOMIC COOPERATION 


Effective December 15, 1957, responsibility was transferred from 
ICA to the Department of State for United States participation in 
OEEC, with the exception of the European Productivity Agency 
(EPA) and the scientific manpower program of OEEC, for which 
ICA retains responsibility. The 4 domestic and 31 American over- 
seas positions concerned with the functions transferred are accord- 
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ingly included in the State Department rather than the ICA portion 
of the 1959 mutual security program budget. The amount requested 
for representation to the Organization for European Economic Coop- 
eration is $505,000, the same amount as available in 1958. 


MUTUAL SECURITY PROGRAM COORDINATION 


The Secretary of State has transferred responsibility for (1) coor- 
dination of the mutual-security program and (2) preparation and 
presentation of the program to the Congress from the Director of 
ICA to the Deputy Under Secretary of State for Economie Affairs. 

In the exercise of these new functions assigned to him by the Secre- 
tary of State, the Deputy Under Secretary will (1) develop broad 
policies for the conduct of the mutual-security program; (2) issue 
guidance for the preparation of annual programs by the Department 
of Defense and IGA, (3) review and insure the internal coordination 
of the ee submitted by these agencies; (4) determine program 
priorities; (5) insure the orderly and effective implementation of 
programs throughout the year; (6) initiate the preparation of such 
supporting materials as are needed for the congressional presentation ; 
and (7) provide leadership and guidance in the identification and 
resolution of any problems identified by the Departments of State 
and Defense and the International Cooperation Administration. 
These activities will permit the Director of ICA to devote full time 
to operation of the ICA program. 

To assist the Deputy Under Secretary of State in performing these 
functions, 12 positions have been transferred from IC A to the Depart- 
ment of State. Of these, 2 positions have been assigned to the imme- 
diate office of the Deputy Under Secretary and 10 have been consoli- 
dated with the unit which previously existed in the Department for 
the purpose of (1) coordinating the views of the various areas of the 
Department on the mutual-security program and (2) insuring that 
operations of ICA were in accord with the foreign policy objectives 
of the Department. This combined unit operates under the direct 
supervision of the Deputy Under Secretary. 

This request includes 12 position and $112,500 for fiseal year 1959. 
The $112,500 represents an increase of $20,000 over the ‘estimated 
obligations during fiscal year 1958. The increased cost is attributable 
to (1) increased net salaries due to three of the positions which were 
vacant part of fiscal year 1958 but are now filled, and (2) estimated 
requirements for additional overtime, travel, and other support costs. 


PUBLIC INFORMATION 


The public information activities of the ICA were transferred to 
the Department of State at the time of the above reorganization and 
were merged with similar activities in the Department. The public 
information program is directed by the Assistant Secretary of State 
for Public Affairs. Fighteen positions were transferred from ICA 
to the Department of State for this purpose. The request for fiscal 
vear 1959 is a total of $188,000 to perform these functions. There 
is an increased requirement of $28,000 accounted for by (1) increased 
net salary costs due to 3 of the positions which were vacant for 7 
months of fiscal year 1958 and are now filled, (2) increased need for 
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printing of informational materials, and (3) increased travel and 
other support costs. 


REFUGEE AND MIGRATION PROGRAM OPERATIONS 


The Office of Refugee and Migration Affairs was established under 
the Bureau of Security and Consular Affairs, Department of State, 
on April 19, 1956. The decision to establish the Office was based on 
the demonstrated need for effective centralization of policy planning, 
determination, and program implementation to resolve pressing 
political, economic and humanitarian problems in the refugee and 
migration field throughout the free world. 

The primary program of the Office of Refugee and Migration 
Affairs is the United States escapee program which conducts pro- 
grams in Europe, the Near East, and the Far East to assist escapees 
from Communist countries. 

In March 1957, the administration determined that United States 
aid to refugees and escapees was to be limited to a period of 3 years 
from the date of entry into a country of first asylum. To bring the 
USEP caseload in line with this policy, older escapees were to be 
removed without undue hardship. To implement this policy a tar- 
get date schedule was established to effect by December 31, 1959, the 
integration or emigration of all escapees who fled prior to Januar yl, 
1957. Thus, the reestablishment of many difficult-to-resettle older 
escapees must be completed during fiscal year 1959. 

The Far East refugee program (FERP) of the United States 
escapee program has similar problems and some that are peculiar to 
the area. This program operates in the area of the largest single 
mass of anti-Communist refugees in the world. 

There has been a severe decline in resettlement opportunities avail- 
able to Chinese refugees in Hong Kong, only partially alleviated by 
an aggressive search “for new resettlement areas and by the enactment 
of Public Law 85-316. It has proven necessary for the limited staff 
to devote an increasing amount of time to the more difficult task of 
resolving individual refugee reestablishment needs through local 
integration. 

Nineteen domestic and 247 overseas positions are requested for these 
refugee and migration operations. In the United States, 13 positions 
are for the Escapee Program Division, 2 positions for the Refugee and 
Migration Division, and 4 positions for the Executive Office; overseas 
67 American and 180 local positions are assigned to the escapee pro- 
gram in Germany, Austria, Italy, Greece, Turkey, Hong Kong, and 
Taiwan. They perform the necessary administrative support func- 
tions of the program. As I have previously pointed out, the domestic 
estimate excludes the 10 positions concerned with policy formulation 
and direction which are being transferred in fiscal year 1959 to the 
Department of State, salaries and expenses appropriation. 

The $1,310,000 requested for fiscal year 1959, on a comparative basis, 
is $70,000 greater than the amount available for this purpose in fiscal 
year 1958, although the gross appropriation is $21,000 less than the 
amount available in fiscal - year 1958. This is the result of the-budget- 
ing of 10 positions at a cost of $91,000 from the Department’s salaries 
and expenses appropriation with the resultant reduction of $91,000 in 
this appropriation, which in turn is offset by an increase of $70,000 
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required because of reduced lapse rate and increased other object 
expenditures. I submit a table detailing these increases. 


MUTUAL DEFENSE ASSISTANCE CONTROL ACT 


The request for the Mutual Defense Assistance Control Act shown 
on page 71 is for $1 million, a reduction of $40,000 in the amount of 
the actual operations for fiscal year 1958 when the appropriation was 
administered for part of the year by the Department of State and 
part of the year by the ICA. 


OBJECTIVES 


The purpose of the Mutual Defense Assistance Control Act of 1951 
is to safeguard the strength of the United States and its allies, and 
to impede the warmaking potential of the Sino-Soviet bloc, by a system 
of security trade controls designed to prohibit or limit exports of free 
world strategic materials to the bloc. The Mutual Defense Assistance 
Control (MDAC) program is an integral part of the overall coopera- 
tive defense effort of the free world. It is administered with the ob- 
jective of preserving the peace and promoting free world security, 
unity, and strength. 

The Secretary of State, effective January 26, 1958, shifted the re- 
sponsibility for administering the Mutual Defense Assistance Control 
Act from the Director of ICA to the Deputy Under Secretary of State 
for Economic Affairs. The MDAC staff will continue to carry out 
the functions of this act as before, the only changes being that the 
Deputy Under Secretary of State rather than the Director of ICA 
will now carry out the statutory responsibilities, including the prepara- 
tion of recommendations and reports to the President and Congress, 
and that the program. will receive its administrative support from the 
Department of State rather than from ICA. 

The program will continue to be coordinated by the Deputy Ad- 
ministrator for MDAC, through the Economic Defense Advisory 
Committee (EDAC), which he chairs. Eleven United States Govern- 
ment agencies, which are concerned with security controls over exports 
from other countries, are represented on this committee. It functions 
primarily as an advisory body to the Secretary of State in determining 
a United States position for negotiations on international trade con- 
trols. It has certain additional operational responsibilities in matters 
affecting economic defense. 

The cooperation with other free nations is exercised through the 
international consultative group structure in Paris in which 15 coun- 
tries participate. The United States is represented by a resident dele- 
gate. These representatives examine and coordinate the strategic 
controls of the 15 countries, with the objective of maintaining an 
effective international security trade control system. Aid recipient 
countries that are not members of this group are dealt with bilaterally 
in this effort. 

ACCOMPLISH MENTS 


The Control Act program has aided the United States efforts to draw 
together the major industrialized nations of the free world in the de- 
velopment of a uniform policy of controls over strategic trade with 
Sino-Soviet bloc. Continuing efforts are made to adjust the lists of 
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strategic items to current world conditions and to achieve a more 
effective control of strategic trade through improved enforcement 
measures and procedures. The efforts of the Sino-Soviet bloc to obtain 
controlled commodities, through trade agreements and by other means, 
testify to the value of the Control Act program. It is believed that 
without the restrictions imposed by the program, the Sino-Soviet bloc’s 
rate of advance in military development would have been enhanced. 

Funds for administrative support heretofore were provided from 
the administrative expense appropriation, ICA, section 411 (b). In 
the future, with MDAC located within the State Department, it is pro- 
posed that they be borne by the Control Act appropriation. In the 
present submission the cost of this support for fiscal year 1957 and 
fiscal year 1958 is shown by a comparative transfer of the following 
sums into the Control Act account: Fiseal year 1957—$21,000—rais- 
ing the total of actual costs to $1,136,000; and for fiseal year 1958— 
$40,000—raising the total of actual costs to planned program to $1,- 
040,000. Thus, the $1 million requested for fiscal vear 1959 represents 
a reduction of $40,000 below the comparative obligations for fiscal 
year 1958. 

The allocations by agency proposed for fiscal year 1959 reflect the 
transfer of functions to the Department of State, mentioned above. 
The allotments to the various agency units involved will be essentially 
the same as in fiscal year 1958 because they will continue unchanged 
the work they have been doing in support of the Control Act. Thus 
the State Department allocation will include all costs formerly in- 
curred by ICA except for the trade policy staff, a small component 
which represents the ICA in economic defense matters and coordinates 
representation within that agency. 

The estimated agency allocations are as follows: 


I ic ia cial Saat abiate eee enlace ree ee race hie ma aren ioe 


State (now including MDAC staff) _ ae ed Os Se att te 815, 000 
Commerce________- bbe tesa de je ji SEAS ete 145, 000 
i eo ae aa 1, 000, 000 


ADMINISTRATIVE EXPENSES, DEPARTMENT OF STATE 


Mr. Passman. Mr. Secretary, is the request for $6,692,000, an in- 
crease of $2,115,500 over the amount appropriated for the current 
fiscal year? 

Mr. Hat. I am sorry, but I did not get the amount of the increase 
which you stated. 

Mr. Passman. This represents an increase of $2,115,500 over the 
amount appropriated last year? 

Mr. Haru. That is the amount of the increase reflected in the trans- 
fers from ICA to State: yes, sir. 

The actual increase, taking the comparative transfers out and mak- 
ing the adjustment I mentioned, is $70,000 for the adjustment and 
$48.000 for the other items, sir. 

Mr. Passman. Insofar as this particular agency is concerned, this 
represents an increase of $2,115,500; does it not? 

Mr. Hau. That is the amount of this appropriation as against the 
appropriation in State in previous years. 

Mr. Wiccteswortn. Off the record. 

(Discussion off the record.) 
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JUSTIFICATION OF THE ESTIMATE 


Mr. Passman. The entire justifications on pages 75 through 77 will 
be inserted in the record at this point. 
(The pages referred to follow :) 


ADMINISTRATIVE EXPENSES, STATE, SECTION 411 (Cc) 
NONREGIONAL 


Program summary 


{In thousands] 
OND, SONAR A cca sia alesis esi Sigs cineessviti adams NNN a tll ia iain $6, 402 
OR TOG! SiR E Ti ol ccsikaasec bckcl deaksndundieahintinniaebenciinebdk iinet 6, 665 
GOMES. TINGRE WORT BBs sicicsssin wins mitt eebsepteeiidiaaie. 6, 692 


Detail of program—Comparative summary by fiscal year 


[In thousands] 


Actual Program | Proposed 
Function fiscal year fiscal year | fiscal year 
1957 1958 1959 
— — ne — —_ _ — See ee — ae a a teeta o 
Program policy review $2, 674 $2, 675 | $2, 675 
Representation of United States NATO and European | 

Regional Organization. - } 1, 902 1, 902 | 1,902 
United States participation in OEEC i 536 505 | 505 
MSP coordination | 73 92 112 
Public information | 162 | 160 188 
Refugee and migration program. zs boll 1,055 | 1, 331 | 1,310 
Total ess : oe ee 6, 402 | 6, 665 | 6, 692 


| | 


Obligations and expenditures 


In thousands} 


omic assistance Obligations | Expenditures) Unliquidated 
Cumulative June 30, 1957 { (*) 

Estimate fiscal year 1958 6, 665 3, 560 

Cumulative June 30, 1958 6, 665 3, 560 3, 105 


1 Funds prior to June 30, 1957, were appropriated under sec. 411(b) and are included in obligations and 
expenditures shown on exhibit covering general administrative expenses, ICA. 


The appropriation of $6,692,500 is requested for fiscal year 1959 for administra- 
tive expenses of the Department of State under the authorization of section 
411 (c) of the Mutual Security Act of 1954, as amended. ‘For fiscal year 1958 
funds were appropriated to the Department of State under the provisions of 
section 411 (c) to cover administrative expenses for “normal functions of the 
Department” which related to functions under the Mutual Security Act (category 
A and USRO expenses). These funds are used essentially for expenses of the 
Department in providing program policy review of the mutual security program in 
Washington and coordination of mutual security program activities abroad, and 
for support of the United States mission to NATO and European regional organi- 
zations (USRO) in Paris. 

In December 1957, under the authority and provisions of Executive Orders 
10575, 10610, and 10742, the Secretary of State by delegation of authority trans- 
ferred the responsibilities of certain mutual security program functions relating 
to European regional economic work, program coordination, and public informa- 
tion from the Director of the International Cooperation Administration to the 
appropriate organizational unit of the Department of State. Funds for these 
functions are requested under this appropriation for fiscal year 1959. 
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Also included in this request are funds for the refugee and migration program 
operations. In March 1956 the escapee program and other related responsibilities 
were transferred by Executive Order 10663 from the International Cooperation 
Administration to the Department of State. Funds for expenses of administer- 
ing these responsibilities, however, have continued to be requested and appro- 
priated under section 411 (b), allocated to ICA, and reallocated by ICA to State. 
Since the Department is directly responsible for administering the program, the 
Department proposes that fiscal year 1959 funds for this function be included 
under the section 411 (c) appropriation. 

The total request under this appropriation for fiscal year 1959 is $6,692,500. 
This amount represents an increase of $27,000 over the total amount available 
in fiscal year 1958. 

The various functions included in this appropriation request are described 
below. ; 

Mutual security program policy review.—The Department of State is the 
agency responsible, under the President, for the development and control of 
foreign policy and all relations with foreign governments, and is responsible 
for providing foreign policy guidance to all agencies of the Government. Con- 
sistent with his responsibilities in the field of foreign affairs, the Secretary of 
State is responsible for the negotiation and execution of all international agree- 
ments relating to the mutual security program. In the field, the Chief of 
Diplomatic Mission provides foreign policy direction to all representatives of 
United States agencies in each country and, in addition, has supervisory au- 
thority over all mutual security programs at the country level, being charged 
with the responsibility of their coordination as well as assuring that the pro- 
gram activities are carefully planned and effectively carried out within the 
framework of established policy. 

Representation of United States—NATO and European regional organizations 
(USRO), Paris—USRO is the abbreviation for the United States Mission to 
the North Atlantic Treaty Organization (NATO) and European regional or- 
ganizations. The other regional organizations are the Organization for Euro- 
pean Economic Cooperation (OEEC) and the Consultative Group—Coordinating 
Committee for Strategic Trade Control (CG—-COCOM). USRO is an integrated 
five-agency team with staffing not only from the Department of State but also 
from Defense, ICA, Treasury, and USIA. The entire staff operates under the 
direction and coordination of the Ambassador, who is the United States perma- 
nent representative on the North Atlantic Council and the United States per- 
manent representative to the Organization for European Economic Cooperation. 
This budget makes provision not only for the staff of the Ambassador’s office, 
the Executive Office and the Office of Political Affairs, but also for the local 
employees serving Other agency personnel and the general operating: expenses 
of the entire mission. USRO obtains all of its administrative services from 
the American Embassy in Paris under a plan of integrated administration 
designed to eliminate duplicate staffing and reduce expenses. 

Policy guidance—United States participation in Organization for European 
Economic Cooperation.—Effective December 15, 1957, responsibility was trans- 
ferred from ICA to the Department of State for United States participation in 
OEEC, with the exception of the European Productivity Agency (EPA) and 
the scientific manpower program of OEEC, for which ICA retains responsi- 
bility. The 4 domestic and 31 American overseas positions concerned with the 
functions transferred are accordingly included in the State Department rather 
than the ICA portion of the fiscal year 1959 budget for mutual security program 
administrative expenses. The current overseas staffing is a drop of 11 from 
the 42 positions established in 1957 for these activities. 

Mutual security program coordination.—The Secretary of State has transfer- 
red responsibility for (1) coordination of the mutual security program and 
(2) preparation and presentation of the program to the Congress from the 
Director of ICA to the Deputy Under Secretary of State for Eeonomic Affairs. 
This action was designed: (1) to improve coordination of the mutual security 
program through closer alinement with policy direction of the Department of 
State and to remove such coordination from direct connection with the economic 
operating arm of the program; (2) to permit broader coordination with other 
related foreign economic policies and programs; (3) to provide for more 
prompt resolution of issues; and (4) to permit the Director of ICA to devote 
full time to operation of the ICA program. 
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To assist the Deputy Under Secretary of State in performing these functions, 
12 positions have been transferred from ICA to the Department of State. Of 
these, 2 positions have been assigned to the immediate office of the Deputy 
Under Secretary and 10 have been consolidated with the unit which previously 
existed in the Department for the purpose of (1) coordinating the views of 
the various areas of the Department on the mutual security program and (2) 
ensuring that operations of ICA were in accord with the foreign policy objec- 
tives of the Department. This combined unit operates under the direct super- 
vision of the Deputy Under Secretary. The increased cost of $20,000 is attri- 
butable to (1) increased net salary costs due to three of the positions which 
were vacant part of fiscal year 1958 but are now filled and (2) estimated re- 
quirements for additional overtime and other support costs. 

Public information.—The Department of State and ICA have agreed to merge 
their public information activities in order to utilize more effectively and eco- 
nomically these resources for a better public understanding of the mutual se- 
curity program. As a result of this merger the responsibility for all public 
relations and press information on the mutual security program will be centered 
in the Assistant Secretary of State for Public Affairs. Combining State De- 
partment and ICA public information activities will result in (1) relating mu- 
tual security closer to the achievement of foreign policy goals, and (2) more 
efficient dissemination of mutual security information, both from the executive 
branch in Washington and from our missions abroad from the Department of 
State, ICA, and USIA overseas. 

Eighteen. positions have been transferred from ICA to the Department of 
State to assist the Assistant Secretary of State for Public Affairs in the dis- 
charge of these responsibilities. Increased requirements of $28,000 are ac- 
counted for by (1) increased net salary costs due to 3 of the positions which 
were vacant for 7 months of fiscal year 1958 and are now filled, (2) increased 
need for printing of informational materials, and (3) increased travel and 
other support costs. 

Refugee and migration program operations.—The Office of Refugee and Migra- 
tion Affairs was established under the Bureau of Security and Consular Affairs, 
Department of State, April 19, 1956, as the result of Executive Order 10663 to 
centralize responsibility for refugee and migration activities within the Depart- 
ment and to coordinate and implement activities of the United States escapee 
program, and United States participation in the Intergovernmental Committee 
for European Migration. The purpose of the United States escapee program is 
to provide assistance in the reception, interim care and maintenance, and resettle- 
ment of Soviet and satellite escapees in Europe and to undertake special assist- 
ance projects in behalf of selected escapee groups or individuals in all areas of 
the world. 

The estimate includes 19 domestic and 247 (67 Americans and 180 locals) 
overseas positions. The 247 overseas positions of the escapee program will be 
assigned to Germany, Austria, Italy, Greece, Turkey, Hong Kong, and Taiwan, 
with responsibility for assessing escapee needs, developing programs, contracting 
with voluntary agencies for execution of such programs, supervising operations, 
negotiation and liaison with local government authorities for promoting escapee 
program interests, and the security screening of escapees, and performing the 
necessary administrative functions incident to the program. 

A recent decision by the administration limits assistance to new escapees to 
8 years from the date of escape, and stipulates that escapees already on the 
caseload who escaped more than 3 years ago (including a large proportion of 
those difficult to resettle) should be removed therefrom on a scheduled basis. 
This requires a greater staff time and effort in order to insure their satisfactory 
disposition within the scheduled period. Further, the reestablishment of the 
remaining Hungarian escapees will require the same painstaking effort on an 
individual case basis as is required for other Iron Curtain escapees as distinct 
from the relative ease with which the Hungarians were previously moved in 
large numbers under mass arrangements. 

While an increase of $70,000 is proposed in fiscal year 1959 for effective admin- 
istration of the program, this increase is more than offset by a reduction of 
$91,000, representing the cost of 10 domestic positions which will be funded from 


the Department of State’s salaries and expenses appropriation for fiscal year 
1959. 











1370 
INCREASES REQUESTED 


Mr. Passman. Mr. Secretary, will you explain the reasons for the 
increase requested ? 

Mr. Hatx. Yes, sir. The first increase we have is the United States 
participation in OEEC. This is an item that was previously carried 
under the International Cooperation Administration. The full 
amount is being transferred to the Department of State for the 
fiscal year 1959, and the amount is exactly the same as the amount pre- 
viously provided for this function by the International Cooperation 
Administration. That is simply a transfer between two agencies. 
There is no increase. 

Mr. Passman. In the last paragraph on page 77 of the justifications, 
you state as follows: 


While an increase of $70,000 is proposed in fiscal year 1959, for effective admin- 
istration of the program, this increase is more than offset by a reduction of 
$91,000 representing the cost of 10 domestic positions which will be funded from 
the State Department’s salaries and expenses appropriations for fiscal 1959. 

So in effect there is an increase ? 

Mr. Hau. There is an increase, as I indicated in my statement, of 

70,000 for the refugee and migration program when you complete 
the caiculations. 

Mr. Passman. If you had indicated an increase rather than trying 
to explain that this increase is more than offset by a reduction, it would 
have been much more easily understood. It is not really offset, is it? 

Mr. Hat, No, sir; I would agree. This is an unfortunate state- 
ment in the justifications. To some extent it may be misleading. That 
was the reason I made the point specifically in my statement. 

Mr. Taner. If it is thieleadindg: leave it out. 

Mr. Hauu. Yes, sir. 

Mr. Passman. We shall leave it in for the time being any way. 

How much are you requesting for “Program policy review’ 4 

Mr. Haut. The requested amount for “Program policy review” is 
$2,675,000. This includes the cost of the Washington staff, and t the 
overseas staff. 

Mr. Passman. This is for the State Department alone? 

Mr. Hatt. Yes, sir; that is correct. 


MUTUAL SECURITY PROGRAM COORDINATION 


Mr. Passman. What amount are you requesting for the “Mutual 
security program coordination” ? 

Mr. Haru. That is $112,500, sir. 

Mr. Passman. That is an increase of $20,000 over pervious years ? 

Mr. Hatt. Yes, sir; that is an increase over the amount that ICA 
had previously spent for this function, and it is the result of ~ filling 
of certain positions which were not filled during fiscal year 1958 by 
the ICA. It also represents some additional funds for trave ; of these 
officers abroad. 

Mr. Passman. Why did you not fill those positions ¢ 

Mr. Haury. The function was being performed by ICA, and when 
it was transferred to the State Department we took the people on 
in order to give supervision to this program. 
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This is one of the things that the legislative committees were some- 
what critical of last year—our failure to carry on this staff work. 

Mr. Passman. I do not think this committee would be critical of 
savings which you made. If you got along last year without the 
added personnel, could you not also do so this year ¢ 

Mr. Hatt. This is required, Mr. Chairman, if we are going to super- 
vise the programs in ICA, and the Defense Department, and to give 
leadership to this program in the executive branch. 

Mr. Passman. These employees supervise the employees in the ICA ¢ 

Mr. Haut. Their responsibility is the coordination of the activities 
pulling the programs together and seeing that the ICA programs and 
the defense programs are going down the same lines. We control 
and review the program. 

Mr. Passman. I do not mean to be facetious, but if these people are 
to supervise the employees of ICA, who supervises the supervisors of 
the supervisors of the ICA employees? 

Mr. Hatu. These people are responsible to the Secretary, sir. 


PUBLIC INFORMATION 


Mr. Passman. What amount are you requesting for “Public in- 
formation” ? 

Mr. Hau. The request for “Public information” is $188,000 for 
1959. 


Mr. Passman. This isan increase of some $28,000 ? 

Mr. Hauu. Yes,sir. This is again a case of where there are certain 
positions which were not filled during the major portion of fiscal year 
1958 which are now filled and which we anticipate will be filled during 
1959. There is also some additional expenditure for printing of infor- 
mational material and for some increased travel. 

Mr. Passman. Will you please insert in the record the amount that 
will be used for personnel, the amount which will be used for travel, 
and the amount which will be spent for other items ? 

Mr. Hatt. I will be glad to do that. 

(The information requested follows :) 


PusLtic INFORMATION 


The increase of $28,000 requested is required to meet the following additional 
costs: 

Salaries.—An additional $17,500 is requested to fund the 18 positions on a full- 
year basis. During fiscal. year 1958 three positions have remained unfilled for 
almost 8 months, with a resulting large lapse rate. A normal lapse has been 
applied for fiscal year 1959. 

Travel.—An increase of $650 to meet the needs for increased liaison with vari- 
ous international organizations and groups. 

Transportation of things.—An additional $250 for the shipment of photographs, 
films, and informational material. 

Communications.—An increase of $300 necessary for increased dissemination of 
public information regarding MSP. 

Printing and reproduction.—An increase of $5,200 for additional press releases, 
special pamphlets, and updating country fact sheets. 

Other contractual services.—An increase of $2,050 for autotyping of form let- 
ters, press conference transcripts, film prints, and film distribution costs. 

Supplies and materials.—An increase of $250 as a result of additional man- 
years anticipated in fiscal year 1959. 

Equipment.—An increase of $200 as a result of additional man-years antici- 
pated in fiscal year 1959. 

Contribution to the retirement fund.—An increase of $1,600 due to the increase 
in net salary costs. 
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Mr. Passman. What are these people going to do? 

Mr. Haury. These people have a number of tasks. They are con- 
cerned with the answering of inquiries concerning the mutual secuirty 
program, the preparation and provision of information on the pro- 
gram, to some extent the development of understanding of the program 
in the field overseas by other governments, and the answering of con- 
gressional inquiries and public inquiries that are received. 

I will be glad to submit a full statement on that for the record, if 
you would like to have it. 

Mr. Passman. If you will, Mr. Secretary, break down the amount 
for personnel, travel, and the other items. 

Mr. Hatz. Yes, sir. 

(‘The information referred to follows :) 


ADMINISTRATIVE EXPENSES, STATE, SEcTION 411 (c)—PusLic INFORMATION, 
DoMESTIC 


The Department of State and ICA have agreed to merge their public informa- 
tion activities in order to more effectively and economically utilize these resources 
to achieve increased public understanding of the mutual security program. 

This merger is designed to: (1) centralize in one place the Department of 
State, the issuance of news regarding mutual security activities; (2) merge the 
detailed knowledge of mutual security operations contained in ICA’s information 
office with State’s larger news-disseminating facilities. This will result in the 
double benefit of (a) relating mutual security closer to the achievement of for- 
eign policy goals and (6) insure more efficient dissemination of mutual security 
news; (3) increase the flow of mutual security information, above and beyond 
the hard news area by drawing on State’s established public liaison facilities. 
Specifically this refers to State’s wide range of speechmaking, its contacts with 
organized opinion groups, its relations with the U. N., its radio and TV sections, 
and others; (4) provide, within State, information officers experienced in the 
operations of the mutual security in the organization of ICA, and in the public 
information problems the program faces; (5) to facilitate the mutual security 
information effort by employing those specialized talents within State; (6) 
achieve wider dissemination of existing and future pamphlets and fact sheets on 
the mutual security program, through the use of State’s distribution facilities. 
ICA has now available a variety of different pamphlets and fact sheets relating 
to the mutual security program, which merit State distribution; (7) draw on the 
joint facilities of State, ICA, and USIA in the field to insure an adequate flow 
of information from overseas on the progress of the mutual security program ; 
(8) use State’s channels to give guidance to USIA on overseas coverage of the 
mutual security program; (9) provide the merged effort with the still pictures 
from overseas needed for domestic information purposes. ICA will make avail- 
able its present files of several thousand pictures and insure a future flow. 
Currently existing documentary motion pictures on the mutual security program 
will be made available. 

As a result of this merger, the responsibility for all public relations and press 
information on the mutual-security program will be centered in the Assistant 
Secretary of State for Public Affairs. To assist him in discharging these respon- 
sibilities, 18 positions have been transferred from ICA to the Department of State. 

It is estimated that $188,000 will be required during fiscal year 1959 for the 
following : 

Personal services, $139,900; travel, $3,650; transportation of things, $350; 
communication services, $2,600; rents and utility services, $1,000; printing and 
reproduction, $16,400; other contractual services, $10,250; supplies and materials, 
$3,750; equipment, $1,000; and contribution to retirement fund, $9,100. 


Mr. PassmMan. Will you please give the details of this expenditure 
during the current fiscal year ? 

Mr. Hatt. I do not have that with me for the public information 
program, but I will be glad to submit a detailed statement. 


: 
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A part of this would have to be obtained from the ICA, which had 
the responsibility earlier in the year, but I do think I have the detailed 
breakdown by object. 

Mr. PassMAn. You may insert that information in the record. 

Mr. Hau. Yes, sir. 

(The information referred to follows :) 


Murvat Security ProGRamM—DEPARTMENT OF STATE 


Administrative erpenses, State, sec. 411 (¢)—Consolidated comparative summary of 
© . . . t . . - * . y 7 
obligations by object class—Public information, domestic 


——_—— —— a —— ( — —— —————$— 


Actual, 1957. | Estimated, 1958 | Estimated, 1959 


Description 


Num- Amount | Num- | Amount | Num- | Amount 


ber ber ber 
. } 
Permanent positions ______- eas j 18.0 | $139,570 | 18.0 | $143, 800 | 18 $143, 800 
MND oe ed enitsbancd cackbeokeow —1.7 | —13,196 | —2.8 | —22, 400 —1 —5, 100 
Net permanent personnel. .__- ; * 16.3 126,374 | 15.2 121, 400 | 17 138, 700 
Other personal services: 
Regular pay above 52-week base. LE dadiek lap BERT $00 |_....._. 500 
Overtime and holiday pay_._.....- i 1. ae BO Rieeceen be 700 
Total personal services_....._....- F 16.3 126,828 | 15.2 122, 400 17 139, 900 
DIRECT OBLIGATIONS 
01 Personal services : J 126, 828 eee ae 2 ets 139, 900 
02 Travel : eae 3, 625 seat 3, 000 | ~ 3, 650 
03 Transportation of things. - 3 = ee ae ee Bids sa 100 | 350 
04 Communication services | 2, 942 | 2, 300 2, 600 
05 Rents and utility services......____- See aeenll 1,012 } 1, 000 1, 000 
06 Printing and reproduction. ad | ¥ Be taccoscecl 11, 200 16, 400 
07 Other contractual services................../.--..-. OO fosscce ca Bd Oe Nchiitiien tind 9, 700 
Services performed by other agencies 497 | | WOE ostakean 550 
08 Supplies and materials____ a ; 3, 448 1 aie 3, 600 }.2....- 3, 750 
09 Equipment. ; . ili ie ee ES ee 989 |-------- } BO Fic oti 1, 000 
11 Grants, subsidies, and contributions___.....}_...._.-}....-- Joico as dedehe<ne Rs ek lea 
Contribution to retirement fund _-_- ae pees a= 7, 500 9, 100 
Be en OE III «nn nists esindiananh Repenachawreld deicaind echtnalhaesion a stinncs oalikeemeetaaeemmaea ena 
15 Taxes and assessments.___........--- teen hhe ok Sie leo epwnibelacww outa snoleods 
Unvouchered.. ; —S jan win aids Fe ai BS a ea a 
ERED CUI a a Scio cn cB cddgsedckcslacameiel 162, 020 |_.-..... 160,000 |_.....- 188, 000 


Mr. Passman. A part of it is for salaries and a part of it is for 
travel ? 

Mr. Hau. Yes, sir. 

Mr. PassmMan. How many positions are involved in this item? 

Mr. Haut. Eighteen positions, Mr. Chairman. 

Mr. Passman. If this is to disseminate information, just what type 
of information is it, and to whom is it directed ? 

Mr. Hau. It is information that goes to the public. The largest 
user is the general public. 

Mr. PassMan. What kind of information goes to the public? 

Mr. Haru. It would be answers to individual questions which 
people asked by letter, with reference to certain situations. The 
development of certain printed materials such as books, publications, 
periodicals, and press information. It would include the prepara- 
tion of articles on the mutual security program for periodicals such 
as the State Department Bulletin. 

Mr. Passman. Is this program related in any manner to the Eric 
Johnston Educational Committee ? 
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Mr. Hau. To the best of my knowledge, sir, I think that is an 
entirely separate activity. 

Mr. Passman. Is the objective the same? 

Mr. Hatt. I believe the objectives are different from that commit- 
tee, sir. That is a private committee, as I understand it, or semi- 
private. 

Mr. Passman. I am speaking of the objective, to educate the people 
on this foreign aid program. 

Mr. Hatz. This program is primarily to provide information about 
what is being done through the program. In other words, it is the 
dissemination of information. I believe the Eric Johnston Commit- 
tee is a somewhat different type of organization with a different 
objective. 

Mr. Passman. Is Mr. Eric Johnston’s organization distributing any 
of these pamphlets that are prepared from funds from this account ? 

Mr. Haut. I assume they have been provided with copies of some 
of them. 

Mr. Passman. Then, what would be one relationship, if not offi- 
cially, insofar as the objectives are concerned ? 

Mr. Hatx. They would be like any other private group which would 
be entitled to receive copies of these pamphlets. 

Mr. Passman. A recipient in Louisiana or Mississippi or Virginia 
may receive some of the same information from Mr. Eric Johnston’s 
group that they would get by an inquiry to your agency ? 

Mr. Haru. That is possible, sir, certainly. The material prepared 
by this unit is clearly indicated as governmental material with the 
Department of State, and ICA stamp on it. So, it is clear that this is 
governmental material. 

Mr. Taser. Is this sent out to all sorts of people, or only sent in 
response to inquiry ? 

Mr. Haw. It is sent in response to individual inquiries, and rou- 
tinely in certain cases where individual groups indicate they want a 
certain class of material. 

Mr. Passman. Is all of this for the United States of America? 

Mr. Hauz. Primarily, but I think some is made available in our 
embassies abroad where it has a value in terms of informing the 
people of those countries about what is being done in their country. 

Mr. Passman. If an individual asks for a brochure about some pro- 
gram, it would be forwarded, but do you have requests for bulk 
material to be distributed by some other agency ? 

Mr. Haru. Some organizations ask for large quantities and, if their 
request is filled, then they do their own mailing. Thus, in those cases, 
the Government does not have to mail the material to make it avail- 
able. A group might request certain information for a meeting, or 
for a discussion group such as the League of Women Voters. 

Mr. Passman. The League of Women Voters might request large 
quantities ? 

Mr. Hauu. Yes, sir; and the Federation of Women’s Clubs of Amer- 
ica may ask for copies for their membership for a particular meeting. 

Mr. Passman. This might be called educational or propaganda 
material ? 

Mr. Haru. No, sir; there is a very clear distinction drawn in the 
law between propaganda material and this type of material. This is 
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informational in character. We are very conscious of that provision 
of the law. 

Mr. Passman. If the League of Women Voters down in my district, 
for which organization I have much respect, should ask for 1,000 copies 
of this material, then you would send it to them, and they would dis- 
tribute it. Would the result be of an educational or a propaganda 
nature? 

Mr. Hatt. In the first place, we probably would not necessarily fill 
all the requests that came in. 

Mr. Passman. If you did fill the requests and they distributed the 
material so that friends of mine down there could educate me to this 
program—which I study intensively and in detail the year round— 
would that be of an educational or a propaganda nature ? 

Mr. Hatxz. The purpose of this material is informational and edu- 
cational. Of course, once the material is in the hands of someone 
else, we lose control of its exact use. We realize that. 

Mr. Passman. It could under a broad interpretation be considered 
propaganda after it got out of your hands? 

Mr. Hau. Not this material. 

Mr. Passman. Why not? It could be used for propaganda pur- 
poses ¢ 

Mr. Hatt. I would not say that, sir. 

Mr. Passman. I shall not press the point. 

Mr. Gary. What proportion of these funds are used to let the people 
in the nations that we are helping know what we are doing? 

Mr. Hau. I am sorry, Mr. Gary, but I cannot tell you exactly how 
much that would be. I think that is a small proportion of the amount, 
but I do not have the exact information here. 

When the chairman asked me this question, I should have stated this 
material would be made available to the USLA. 


PUBLIC INFORMATION—FOREIGN 


Mr. Gary. Frankly, I think we have been lacking in a program of 
this kind. 

I remember I was in Paris in 1952 and we had a conference with Mr. 
Soustelle, who recently has become very prominent in the news. He 
even then was associated with General De Gaulle, and they had just 
won a big election. The fact was pointed out to him that we had been 
giving large sums of money to France, and nothing was said about it. 
But Russia sent in a carload of grain, and they had a big demonstra- 
tion in the market place. They brought the grain in to the middle of 
the market place and began to distribute it and all the newspapers 
carried the information as to what Russia was doing for the people. 

We asked Mr. Soustelle why those conditions existed. His reply 
was, “Well, if you would prepare the proper information as to your 
program, our newspapers would carry it.” 

Now, do we have any setup or is a proportion of this money being 
used for that purpose ? 

Mr. Hatx. The main responsibility for informing people abroad is 
in the United States Information Service. There is an agreement 
with them under which they take responsibility for this. 

Tam not familiar with the details of that agreement. Some of these 
funds are used for publications which are made available to USIA, 
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although the publications are not designed specifically for use abroad. 
These people would participate with USIA in developing a program 
for public information abroad, but it is primarily USLA’s responsi- 
bilit 

Mr. Gary. I think it is more important to acquaint the people of the 
countries that we are helping in what we are doing than it is to acquaint 
the people of this country. 

Mr. Hatz. Yes, sir; I would agree that that is certainly equally 
important. 

Mr. Gary. Because there is no use in our distributing our aid if no 
one knows about it. 

I did find in my travels in Europe in some of the countries the people 
did know, and were familiar with the program, but in some others, and 
in France in particular, they apparently knew nothing about it, and 
did not know we were carrying on a program at all. ‘No one but the 
top officials knew about it. The people generally did not know about 
it. However, if you went into Italy, you would see a big sign on every 
project stating “This project is being constructed with funds furnished 
by the U nited St: ites,’ with the proper inscription on it giving us full 
credit for our participation; whereas, in France no mention was made 
of it, and there was no mention in the newspapers of it. Yet, as I 
said, when Russia brought in this one carload of grain, there was a 
tremendous hue and cry about it. 

I think it is very necessary to let the people know what this country 
is doing. Otherwise, this program loses a part of its effectiveness. 

Mr. Hau. I think a very real effort is being made on that, and I 
think there have been substantial improvements. I would request 
your permission, Mr, Chairman, to prepare and insert a statement 
which would cover this to answer Mr. Gary’s question fully. 

Mr. Passman. You may submit the statement to the committee for 
insertion in the record. 

Mr. Hau. Yes, sir; I will be glad to. 

(The statement referred to follows:) 


ICA—-USIA RELATIONSHIPS 


In reply to Congressman Gary’s question in regard to letting people in recipient 
countries know what the United States is doing as it provides assistance under 
the nutual security program, there is inserted herewith a memorandum of agree- 
ment between the United States Information Agency and the Foreign Operations 
Administration. The agreement, dated June 29, 1954, still provides the basic 
operating relationship between the United States Information Agency and the 
International Cooperation Administration, the successor agency to FOA. The 
agreement, which is under continuing review, points up what is being done 
abroad to inform peoples of various countries about the United States mutual 
security programs in their countries. 

During the 4 years that have elapsed since that date steady progress in improv- 
ing communications and effectiveness has been made. In Washington contact is 
assured by membership of the Directors of both agencies in the OCB, by assign- 
ment of a USIA liaison Officer with ICA, and by full-time coverage of ICA activi- 
ties by a USIA radio-press team located on ICA premises. Informal but frequent 
interchange of ideas and information takes place at the area staff levels of both 
agencies and USIA directors of media provide expert advisory services. Formal 
reports ot USIA support of ICA activities are made monthly. 

At field posts the director of the ICA mission staffs and the USIS public affairs 
officer serve as members of the Ambassador’s country team, thus assuring ¢o- 
ordination of their activities in thorough understanding of specific projects and 
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problems. Constant interchange also occurs at staff levels; at some larger posts, 
USIS personnel assigned the responsibility of coordinating publicity of the ICA 
program of that country is located on USOM premises. 

USIA programs are regularly planned with support of ICA programs in mind. 
Budget estimates and schedules covering such items are compiled in consultation 
with USOM or in the case of major media programs, such as those of the Motion 
Picture Service, with the guidance of the USIA Assistant Director for the medium 
eoncerned. The comprehensive nature of such coverage is evidenced by the fact 
that more than 50 percent of the USIS motion pictures produced abroad support 
ICA programs. In addition to these formal programs, and others provided by 
the radio, press, and Information Center services of USLA, the day-to-day USIA 
operations provide a flow of information and commentary aimed at explaining 
ICA projects and emphasizing their significance. 


MEMORANDUM OF AGREEMENT BETWEEN UNITED STATES INFORMATION AGENCY AND 
FOREIGN OPERATIONS ADMINISTRATION 


1. In order that the United States Information Agency and the Foreign Op- 
erations Administration may coordinate their activities and thereby better 
further United States objectives, the following points are set down as a working 
agreement between the two agencies, without prejudices to cooperation in other 
areas not specifically provided for in this document. This agreement implements 
Reorganization Plans 7 and & of 1953, which established the Foreign Operations 
Administration (FOA) and the United States Information Agency. The three 
basic purposes of this agreement are (1) to clarify the relationships of the two 
agencies activities in the production and distribution of media materials, (2) to 
insure that there is effective use of staff skills, materials, and facilities between 
the United States Information Agency’s field organization (United States Infor- 
mation Service or USIS) and the Foreign Operations Administration’s overseas 
missions (United States operations missions, or USOM), and (3) to eliminate 
unnecessary duplication of resources and activities. 

2. USIS will develop and maintain in foreign countries general information 
programs which promote understanding of United States objectives and activities, 
induding economic development, technical cooperation, and military aid pro- 
grams, and develop a mutuality of interest and respect for United States aims 
and institutions. 

(a) The country plans and programs prepared by USIS will include the For- 
eign Operations Administration’s informational objectives and activities, and 
FOA will be consulted on the preparation of these plans and programs both in 
the field and in Washington. 

(b) In addition to advising on the economic development and technical co- 
operation aspects of the United States information program, FOA will furnish 
the United States Information Agency, both in the field and Washington, with 
available data and necessary interpretations concerning FOA programs. 

(c) While the main source of material on economic development and technical 
cooperation will be USOM, the United States Information Agency will service 
USIS on stateside FOA activities useful for publicizing FOA programs over- 
seas. USIS requests for such information will be sent through the United States 
Information Agency. 

(d@) The FOA mission director and the public affairs officer (PAO), who heads 
each USIS post, will coordinate their respective plans ard actions as prescribed 
in section 303 of Executive Order 10476. 

(e) USIS assumes responsibility for providing public information support to 
USOM's program objectives. USOM will, in turn, provide the data and inter- 
pretation required for this support. The FOA mission director and the public 
affairs officer may designate individuals on their staffs to facilitate joint com- 
munication and working arrangements. 

3. The communication of technical knowledge and the buildup of participating 
country communication systems are integral parts of USOM’s technical coop- 
eration and economic development programs. 

(a) The audiovisual staff of the United States operations mission supports 
the teaching and training work of its program technicians, and helps them 
effectively communicate new skills and knowledge to the people. This opera- 
tion, largely carried out through audiovisual materials prepared by or in coop- 








eration with nationals, servicios, joint-fund operations, ete., of the host country, 
consists of- 

(1) supporting agricultural, health, educational, ete., technical coopera- 
tion programs through audiovisual and other training aids; 

(2) planning and execution of training programs for participating coun- 
try nationals in skills, techniques, and responsibilities of mass education 
and mass communication programs: 

(3) providing assistance in establishing or rehabilitating and equipping 
participating country facilities for mass communications ; 

(4) expanding the dissemination of technical knowledge among the 
peoples of cooperating countries through the use of available mass com- 
munication systems, including distribution facilities of USIS, when appro- 
priate. 

(b) It is agreed that it is desirable in many cases and mandatory in other 
cases to attribute technical materials to host-country sources. This is espe- 
cially true in cases where the materials are actually produced by or in coopera- 
tion with the host country. USOM will make every effort to keep USIS gen- 
erally informed on how various classes of these materials are being attributed 
so that USIS may consider United States public-information aspects. 

(c) All general publicity materials of USIS on FOA themes and technical 
materials of USOM will be jointly cleared as to attribution prior to publication, 

4. Responsibility for the content of materials produced by USIS and USOM 
continues to be vested in the public affairs officer and mission director, USOM, 
respectively. This responsibility may be delegated. 

5. Under the terms of bilateral agreements, participating governments assume 
certain responsibilities for publicizing the technical cooperation program. Nego 
tiations with participating governments concerning this publicity are the 
responsibility of the chief of diplomatic mission. As requested by agencies of the 
host government, USOM may provide advice and assistance in carrying out the 
host government's responsibility for publicizing United States cooperation under 
the terms of the bilateral agreement. 

6. In assisting the chief of diplomatic mission in carrying out his responsibil- 
ities for providing policy guidance and coordinating United States activities 
within the country, the public affairs officers and FOA mission director will 
initiate necessary arrangements for insuring that— 

(a) the content of publicity materials on FOA themes produced and dis- 
tributed by USIS, and the content of technical materials produced by 
USOM in support of its programs, are consistent with United States for 
eign policies and objectives ; 

(b) the role of USIS as the official information agency of the United 
States is not restricted, and the partnership relation between USOM and the 
host government is not impaired by unilateral USIS or USOM decisions 
or actions. 

7. Reporting to the United States public on all FOA activities is the respon- 
sibility of FOA. Where possible, USIS posts overseas will service the Wash- 
ington office of the Foreign Operations Administration (Office of Public Reports) 
on a regular, routine basis with USIS copies of English-language releases (or 
translations of foreign texts, when available), pictures, and other media items 
useful for informing the American people on FOA activities overseas. Requests 
of the Washington office of FOA for such service on specific developments will be 
addressed to the FOA mission director, who may then request assistance of the 
public-effairs officer. 

8. The dissemination of information within the United States regarding United 
States general information activities is the responsibility of the United States 
Information Agency. 

9. Both the United States Information Agency and the Foreign Operations Ad- 
ministration agree that their respective objectives can be effectively achieved only 
through close coordination of policies, activities, and facilities. 

(a) In addition to other reasons, this coordination is necessary because there 
is not always aclear distinction between the content of FOA materials designed 
for instructing special-interest groups in the “how” of doing specific projects, 
and those USIS materials designed for promoting understanding and action 
among the population at large on the “what” and “why” of desirable political 
and economic goals. Thus, an FOA instructional film on the use of hybrid corn 
can also, with slight modification, be of interest to nonfarmers who are likely 


to be impressed with the efforts of the United States to raise living standards 
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of free peoples. Likewise, a USIS press release or pamphlet designed primarily 
to emphasize the peaceful intent of the United States, or the advantages of 
democracy, may contain simple illustrations of the methods by which malaria 
has been controlled or wide markets established. 

(v) In recognition of the varied uses to which individual materials may be put, 
the FOA mission director and the public-affairs officer will insure through 
appropriate working arrangements that all personnel skills and all production 
and distribution facilities, equipment, and materials are used with maximum 
effectiveness in relation to overall United States objectives. Conversely, dupli- 
eating staff skills and facilities will be kept toa minimum. The exchange of each 
agency’s staff skills and facilities will be conducted in a manner which will be 
reasonably equitable to both agencies in terms of costs and results obtained. 

(1) Working arrangements will be formalized, where necessary and desir- 
able, in written agreements between interested elements of the country 
team, as approved by the chief of diplomatic mission. 

(2) Financial clauses involving reimbursement of funds will be un- 
necessary, except in those cases involving the furnishing of materials hav- 
ing a substantial value of involving continuous services to the extent that 
format accounting is appropriate. Where reimbursement is to be requested, 
the servicing field organization will act as a supplier operating on a reim- 
bursable basis, and will bill the receiving field organization directly, as in 
any other reimbursable arrangement. 

(3) Working arrangements should include provision for joint planning 
of operations through regular staff meetings, standing committees, and 
other suitable devices. 

(4) When working arrangements are formalized, two copies of each 
approved agreement will be forwarded for information purposes to the 
Washington offices of the United States Information Agency and the For- 
eign Operations Administration. 

10. Most problems involving program relationships can be resolved within the 
country. Otherwise, the problem should be referred, in accordance with section 
302 of Executive Order 10476, to Washington in a joint USIS-USOM message 
setting forth the pertinent facts and issues. 

11. All prior agreements between the United States Information Agency and 
the Foreign Operations Administration are hereby superseded, except that the 
existing agreement on the Regional Production Center, Manila, remains un- 
changed. 

The provisions of this memorandum of agreement will remain in effect until 
amended or terminated by both organizations. 

For the United States Information Agency: 

RicuArp F. Coox, 
Assistant Director for Administration, United States Information Agency. 


For the Foreign Operations Administration : 


Wii1iaM E. Riney, 
Deputy Director for Management, Foreign Operations Administration. 


Date : June 29, 1954. 
Mr. Gary. That is all. 
Mr. Passman. Mr. Alexander ? 


TRANSFER OF ACTIVITIES FROM ICA TO THE STATE DEPARTMENT 


Mr. Atexanper. Mr. Secretary, I notice that there has been a shift 
in a lot of the activities for which appropriations are made from the 


ICA to the State Department. That, I believe, was done by Executive 
order? 


Mr. Hauy. Yes, sir. 

Mr. Atexanper. Would you explain to the committee why that was 
done? 

Mr. Hatu. Yes, sir. This was done in an effort to meet certain criti- 
cisms of the program last year from the Members of Congress and 
committees and others outside Government. It was to obtain a better 








1380 


rogram review, and to achieve better coordination among the Defense 
epartment, ICA, and the State Department. 

Deputy Under Secretary Dillon was given this apenas The 
staff that had been concerned with coordination was shifted from ICA 
to State to help him accomplish this. 

The shift in the refugee activity was a recognition of the situation 
which had existed since 1956. It principally resulted in some simpli- 
fication of administration in that the State Department was adminis- 
tering these funds anyway and, by making the appropriation directly, 
we save some time in the bookkeeping and the financial handling of it. 

This was an administrative simplitication. 

The public-information program was also shifted. The purpose 
was to put that into a closer relationship with the State Department 
information program. 

With regard to the shift of OEEC the objective was to get a closer 
relationship between the work that was going on in NATO under 
Ambassador Burgess, and the work going on in the Organization for 
European Economic Cooperation, and also to tie in this work with 
the regional work which was being done through the United Nations 
in Geneva, and the work which Ambassador Butterworth is doing 
in Luxembourg at the Lron and Steel Community which is now going 
to be expanded to include the EURATOM program. That was really, 
again, an administrative shift, but had some definite program 
advantages. 

I think I have covered all of the changes that were made under 
the Executive order, sir. 

Mr. ALexanpver. Well, will this shift just be a bookkeeping shift, 
or will the request for these different agencies for appropriations come 
under the Department of State, or will it continue as it has in the 
past ? 

Mr. Hatt. No, sir; the request for funds for these.activities is 
being made by the Department of State, but under the mutual security 
bill. It is the expressed desire of the Appropriations Committee.that 
these funds be appropriated for under this bill rather than in the 
regular State Department bill. 

Mr. Avexanper. Is there not a lot of overlapping in many of these 
activities that we are dealing with where there are requests for 
appropriations ? 

Mr. Haru. Not tomy knowledge, sir. 

Mr. Atexanper. I believe that 1s all, Mr. Chairman. 

Mr. Passman. Mr. Andrews? 


APPROPRIATION STRUCTURE 


Mr. Anprews. Mr. Secretary, what are the mechanics of this ap- 
propriation request right here? ‘This is a request before this com- 
mittee from the ICA for $6,692,000 for administrative expenses; is 
that correct ? 

Mr. Hau. This is for the administrative expenses of the Depart- 
ment of State in connection with the mutual security program. I 
think Mr. Cook will be here in a moment on the International Coop- 
eration Administration request, sir. 

Mr. Passman. If this request of $6,692,000 is granted, will it go 
to the ICA or tothe State Department directly ? 
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Mr. Hatx. It goes directly to the State Department, sir. 

This is a direct State Department appropriation, but carried in this 
bill. This was done last year. As you will recall 

Mr. Anprews. I was not on this committee last year, and that is the 
reason it is new to me. 

Mr. Ha.i. There was a request made last year for these funds in 
the regular State Department appropriation bill rather than in this 
program. The full Appropriations Committee determined that they 
preferred to have the appropriation made in this bill rather than in 
the State Department bill. 

When this bill was reported, the form of the appropriation was 
changed so that it was a direct State Department appropriation rather 
than an appropriation to the President which was then transferred to 
State. As I have indicated, this was primarily to save on bookkee 
ing, to save on the transfer of documents, and to simplify the adminis- 
trative arrangements. But this is the State Department’s portion 
of its expenses related to the program, and covers policy review, and 
representatives abroad insofar as the State Department is concerned. 

Mr. Anprews. To put it differently, this is a bill for services ren- 
dered by the State Department to ICAY 

Mr. Hatt. No, sir; these are the State Department activities which 
are direct State Department activities. It is the State Department 
portion of the mutual security program. For example this repre- 
sents the expense of having in our Embassies abroad an officer who 
follows the military assistance program, who negotiates agreements 
with the other governments, who advises the Ambassadors on the level 
of assistance that will be requested, or extended, and who works with 
the military commanders on the problems which they encounter with 
the other governments. This is the diplomatic and political portion 
of the program, as against the administrative support expense portion 
under which the State Department provides services to ICA on a reim- 
bursable basis, as it does for numerous other agencies. 





PERSONNEL EMPLOYED 


Mr. Anprews. How many people do you have employed overall in 
this program ?¢ 

Mr. Hau. We have 784. Let me break that out for you. There 
are a total of 227 positions in Washington, 267 Americans overseas, 
and 290 local employees overseas. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Arexanper. Mr. Chairman, I have one other question. 


AGREEMENTS UNDER SECTION 411 (C) 


Mr. Secretary, do I understand that the Secretary of State has the 
responsibility of making agreements in regard to this part of the 
mutual security program ? 

Mr. Hau. Yes, sir. 

Mr. ALExAnpeR. What is the status of those agreements with par- 
ticular reference to whether or not they have to be approved by the 
Senate? 

Mr. Haru. It would depend upon the character of the particular 
agreement, sir. If it is pursuant to a law, which has been passed by 
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Congress, and if it is thus an implementing agreement, it would not 
have to be. In other cases it might require approval. It would de- 
pend upon the particular agreement. 

0 you have some partic ular agreement in mind, sir? If so, per- 
haps, I could obtain a specific answer for the record. 

Mr. Atexanper. No. We had under discussion the other day a 
mutual assistance agreement with a particular country, and there was 
quite a bit of discussion about it as to the authority that the Secre- 
tary had in regard to these matters. 

That is all, Mr. Chairman. 

Mr. Passman. Mr. Wigglesworth, do you have any questions ? 

Mr. Wicereswortu. I would like to ask Mr. Murphy a question or 
two. 


TOTAL FUNDS FOR ADMINISTRATIVE EXPENSES 


Mr. Murphy, we have before us at the moment a request for 56,692,- 
000 for State Department administrative expenses. 

Mr. Murreny. Yes, sir. 

Mr. Wicciteswortn. We have a request for $33 million for ICA 
administrative expenses and on top of that you have the interregional 
program expenses of $15,140,000, which we have already considered. 

Is that a correct statement ? 

Mr. Murpny. That is correct, Mr. Wigglesworth. Of course, the 
latter item is not administrative. 

Mr. WiceteswortH. Technically, it is not administrative, but it is 
analogous to being administrative. 

Mr. Mureny. In some respects. 


INCREASES REQUESTED 


Mr. Wiceiesworrn. Now, if my understanding is correct, looking 
at the administrative expenses—and specifically at page 75 of the 
justifications—for this year under the activities then classified as State 
Department administrative expenses there was an appropriation of 
$4,577,000, and by reason of transfer of activities the table on page 75 
reflects a comparable figure of $6,665,000 ? 

Mr. Murruy. That is correct. 

Mr. WiceieswortH. So, while there is an increase in dollars and 
cents of $4,577,000 to $6,692,000 for activities classified as State De- 
partment administrative expenditures, when you include the activities 
that have been added by transfer the total increase requested in 1959 is 
only $27,000 4 

Mr. Murpny. That is exactly correct, sir. 

Mr. Wiccteswortn. Correspondingly, although we have not got 
there yet, when we get there I assume that the increased requested will 
be in effect increased by the amount of the transfers from ICA to the 
State Department. 

Mr. Murpny. Do you mean for ICA ? 

Mr. Wiaeiesworru. Yes. 

Mr. Mcurpuy. Yes. 

Mr. Wicciesworrn. It is an exchange between the two programs? 

Mr. Murpuy. That is exactly right. 

Mr. Wiceteswortu. Now, Mr. Secretary, still looking at page 75, 
on a comparable basis the only two increases reflected are an increase 
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from $160,000 to $188,000 for public information and an increase from 
$92,500 to $112,500 for MSP coordination ? 

Mr. Hau. Yes. There is a third that is in here which I should 
mention, and that is the $70,000 for the refugees as a result of the 
Bureau of the Budget’s treatment of this item. There is a $70,000 
item for refugees’ expenses which I want to bring to your attention. 

Mr. WicGiesworrn. I do not understand that. 

Mr. Hau. That arises because of the item “Refugee and migration 
program,” the $1,331,000, shown for fiscal year 1958, includes an item 
of $91,000, which might have been deducted since there is no provision 
in the Department of State’s regular appropriation for fiscal year 
1958 for the $91,000. The Budget Bureau’s rationalization on this 
was that this item is a new activity to the Department of State and 
therefore should be shown as a new program and should not be shown 
as a comparative transfer but a direct reduction here. I think the 
overall eilect is, however, that in the $1,310,000 request for fiscal year 
1959, there is a $70,000 increase. 

Mr. Wic6Lesworru. It is not in this administrative expenditure in 
the State Department ? 

Mr. Hau. The net effect of the actions on the 2 appropriations 
would be to increase the refugee and migration program by $70,000. 

Mr. WiceLeswortn. Off the record. 

( Discussion off the record. ) 

Mr. WiccLeswortu. What you are saying is, if I understand it, 
there is a net reduction here in this request of this item, “Refugee and 
migration program,” of $21,000, but in considering the refugee and 
migration program as a whole it is fair to add that there is carried 
in the State Department budget as a new activity the sum of $91,000, 
so the program as a whole reflects an increase of $70,000. 

Mr. Hau. Yes, that is right. 

Mr. WicGiesworru. I think that you have covered the reason for 
the increase in the public information item, but what is the explana- 
tion of the increase in the MSP coordination item? 

Mr. Hay. One is the fact that certain positions which were vacant 
during most of the fiscal year 1958 are now filled, and we expect to 
have them filled during the whole of 1959. In other words, there is 
an adjustment in the lapse rate. 

Mr. WicGLeswortn. Do you need them ? 

Mr. Hau. Yes, we do need them. We need the positions. They 
are now filled and therefore we need the funds for those positions. 

The second thing in there is additional travel in this item in order 
to permit the coordinators to see something of the programs in the 
field, something they have been unable to do in the past. 

Mr. WiceGteswortn. You gave Mr. Andrews some personnel figures, 
227 departmental, 267 overseas, and 290 local. What did that cover? 

Mr. Hauxi. That covered the entire State portion of the program. 

Mr. Wiccteswortu. That covers the six items listed on the table? 

Mr. Haru. Yes. 

Mr. WiccLtesworrn. Do you have comparable figures for the cur- 
rent fiscal year ? 

Mr. Hauu. Yes, I have; 237 for the domestic program, 280 for the 
Americans overseas, and 305 for the locals, or a total of 822. 

Mr. Wiceiesworrnu. Sothere isa slight decrease ? 

Mr. Haru. Yes; there isa slight decrease. 
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Mr. Wiccteswortu. In all three categories? 

Mr. Haww. Yes. 

Mr. Passman. I am not yet clear on an item on page 77. The state- 
ment is that while an increase of $70,000 is proposed in the fiscal year 
1959 for administration, this increase is more than offset by a reduc- 
tion of $91,000. 

If you subtract $70,000 from $91,000 it could possibly be pointed 
out as one argument that you are only increasing the overall by 
$21,000; but in reality, regardless of which department is to receive 
the appropriaton, and dealing strictly with money, it is a net increase 
or $70.000: is it not? 

Mr. Haru. That is correct, if you look at both the State Department’s 
regular appropriation and this appropriation. 

Mr. Passman. That is what you have to do. We want to know if 
it is not actually a net increase of $70,000. 

Mr. Haru. Yes. That is the point that Mr. Wigglesworth made a 
moment ago. 

Mr. Passman. I just want to be able to establish, regardless of how 
it may appear. that this is a net increase of $70,000. 

Mr. Haru. That is correct, sir. 

Mr. Passman. And not a decrease of $21,000. 

Mr. Hat. Looking at this appropriation and the Department of 
State’s salary and expenses appropr iations, there will be $70,000 addi- 
tional for the administration of the refugee program: that is correct. 

Mr. Wiccteswortn. Is my understanding correct that the plus 
$91,000 has already been included in the State Department appro- 
priation ? 

Mr. Hatu. Yes. 

Mr. Wicetrsworrn. And the effect of this request is to reduce that 
$91,000, which has already been approved, by $21,000, leaving $70,000? 

Mr. Hatxi. Yes. The $70,000 would be the increase in this particular 
function. The $91,000 is in the State Department appropriation 
reauest which is still pending in the Congress. 

Mr. PassmAn. The only point I was trying to establish was the fact 
that you have a net increase of $70,000. That is correct; is it not? 

Mr. Hatt. That is correct. 

Mr. Passman. Thank you fora pleasant and harmonious session. 

Mr. Haut. Thank you, Mr. Chairman. 

Mr. Passman. The Committee will stand adjourned until 2 o,clock 
this afternoon. 


AFTERNOON SESSION 
TuursbAy, JUNE 19, 1958. 
ADMINISTRATIVE EXPENSES, DEVELOPMENT LOAN 
FUND 
WITNESSES 


HART PERRY, DEPUTY MANAGER, DEVELOPMENT LOAN FUND, 
INTERNATIONAL COOPERATION ADMINISTRATION 
J. E. MURPHY, CONTROLLER 


Mr. Passman. The Committee will come to order. 
We have two items to consider this afternoon, the first of which 
is administrative expenses Development Loan Fund. Our principal 
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yee is Mr. Hart Perry, Deputy Manager, Development Loan 
und. 


GENERAL STATEMENT 


Do you have a prepared statement to present, Mr. Perry? 

Mr. Perry. Yes, I have. 

The executive branch has recommended that legislation be enacted 
authorizing inc ‘orporation of the Development Loan Fund and both 
Houses of the C ongress have now approved such legislation. Accord- 
ingly, we are now “recommending that the Congress enact an admin- 
istrative expense limitation for the DLF in ace ordance with the prac- 
tice common to Government corporations, in the amount of $1.5 million 
for fiscal year 1959. 

Enactment of this limitation would, for the first time, place the 
Fund on a self-supporting basis. During the current year, adminis- 
trative expenses of the DLF are being paid from the genera] mutual 
security administrative expenses appropriation under section 411 (b) 
of the Mutual Security Act of 1954, as amended. In addition, the 
Fund has been provided with substantial assistance from other agencies 
on a nonreimbursable basis. 

Administration of the DLF includes such activities as the technical, 
financial, and economic evaluation of specific proposals ; development 
of the terms of and implementation arrangements for approved loans 
and other financing transactions; negotiation of agreements for loans 
and other transactions; assurance of effective implementation through 
such measures as inspection, audit, and end use checks; fiscal admin- 
istration of loans and other financial transactions; development of 
techniques for promotion of private investment and participation, for 
strengthening local development banks and for uses of local currency, 
et cetera ; development of specialized financing techniques such as 
deferred participations, convertible de bentures, contingent interest 
bonds, negotiable securities, guaranties, et cetera; preparation of re- 
ports for C ongress and others and preparation and presentation to 
Congress of legislative proposals; normal 2 agency administration and 
housekeeping responsibilities and other functions. 

Because the Fund is new, it lacks sufficient direct experience data for 
estimating future costs. ¢ vonsequently we have used where available 
relevant cost factors of the ICA and the Export-Import Bank in de- 
veloping the fiscal year 1959 administrative budget. 

The estimated workload in 1959 is based on our best current ap- 
praisal of the processing which will be required of proposals currently 
on hand and additional proposals anticipated during the next fiscal 
year. As of June 16, 1958, the DLF had taken under consideration a 
total of apparently worthwhile proposals amounting to about $2.2 bil- 
lion. Of this total, $163.5 million have been given firm approval by 
the loan committee of the Fund; $50.7 million have been approved in 
principle making a total of $21: {2 million in loans on which the com- 
mittee has taken action; almost $1.7 billion are still under review; and 
approximately $300 million have been dropped from consideration. 

We estimate that the Fund will have taken under consideration at 
least $3 billion in proposals by the end of fiscal year 1959. In terms of 
actual workload, we estimate that about 75 loans will be approved in 
fiscal year 1959, with a dollar value of approximately $575 million. A 
further indication of workload is evident in the fact that, while the 
$2.2 billion in proposals received as of June 16, 1958, took the form 
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of about 350 separate applications, an additional 700 or more inquiries 
were received from United States and foreign business people which 
have been general in nature and have not been tallied as applications. 
It is anticipated that the same ratio of inquiries to applications will 
continue during fiscal year 1959. 

These estimates are based on the experience of only 514 months of 
full operation of the DLF—months characterized by a sicamaahy ris- 
ing amount of applications. The fact that the rate of applic: ations has 
consistently exceeded our expec tations suggests that these initial work- 
load estimates may prove to be overly conservative. 

When Ambassador McIntosh, Manager of the Fund, appeared be- 
fore this committee on May 5, he explained the basis for a change in 
the administrative expense limitation orginally proposed by the execu- 
tive branch. The purpose of the change is to place all administrative 
expenses under a legislative limitation. Earlier, the plan had been 
to divide such expenses into two categories—one within, and the other 
outside such a limitation. I believe the Congress may now have re- 
ceived from the executive branch legislative language incorporating 
this proposed change. 

In the course of the Fund’s earlier appearance before this committee 
on May 5, the committee was presented with copies of an administra- 
tive expense budget for 1959, laying out in detail the nature of and the 
basis for our estimates. Without attempting to repeat all the details 
in that document, I should like to say a few things about the two 
principal items in that budget—personal services and contractual 
services. Personal services are estimated at $395,195 and contractual 
services at $889,855. Together, they comprise more than 85 percent 
of our estimated expenses for fiscal year 1959. 

The basic philosophy underlying the administration of the Fund and 
these two categories in particular is that its staff will be kept small 
in order to avoid duplicating the activities of other agencies. It will 
continue to use the services of other Government agencies to the maxi- 
mum extent possible. However, the Fund will have sufficient staff 
to permit independence of judgment i in applying criteria laid down by 
the Congress and the Board of Directors. 

The estimate of personnel costs assumes a staff of about 50, roughly 
half professional and half clerical and stenographic, by the end of 
fiseal vear 1959. We are assuming that we can operate effectively 
vith this small staff by using the technical and administrative re- 
sources of other agencies of the Government to a maximum degree. If 
this assumption does not prove to be correct, we may be obliged to 
increase our staff somewhat beyond the level currently planned. 

The staff of the Fund will be organized into four distinct operating 
divisions. An Office of Finance and Development will be responsible 
for general financial management and for handling such special prob- 
lems as loan terms and conditions, promotion of development banks 
and private enterprise participation. The Loan Operations Office will 
be responsible for preparing the economic, technical, and financial 
evaluation of proposals before the Fund and for supervising the 
implementation of loans. In addition, the proposed corporation will 
have an Office of the General Counsel and an Office of the Secretary. 

Because a basic objective of the Fund’s administration is to use 
the services of others to the maximum extent possible, contractual 
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services constitute the largest administrative expense item in the 
fiscal year 1959 budget. The two largest elements of that item con- 
sist of reimbursement of the ICA for controller services and payments 
to the ICA, other Government agencies and private consulting or- 
ganizations for the technical review of proposals. It is estimated that 
the cost of reimbursing ICA for services relating to accounting, finan- 
cial reports, review of financial documents and disbursing, auditing 
and end-use checks in Washington and the field will total $375,000. 
Contractual and reimbursable services for the technical review of 
proposals are estimated at $325,000. In addition, services by ICA, 
State Department, and other F ederal agencies for general housekeep- 
ing services are estimated at $138,000. The balance of the $889,885 
estimated for contractual services would reimburse the Export- Import 
Bank for certain loan administration services required by legislation, 
the GAO for auditing services and the GSA for guard services. 

We believe that $1.5 million, or three-tenths of 1 percent of total 
estimated obligations, represents a conservative estimate of the funds 
required to support our contemplated level of lending activity in 
fiscal year 1959. If the rate at which applications are received does 
not continue to outdistance our expectations and if we can obtain 
adequate outside services at about the cost levels which have been 
estimated, we should be able to do the job already outlined before 
this committee. 

Mr. Passman. Thank you very much. 

You are in a position to discuss only the administrative expenses. 
The matter of policy is not within your jurisdiction ? 

Mr. Perry. That is correct. 


LIMITATION ON ADMINISTRATIVE EXPENSES 


Mr. Passman. Mr. Perry, is the request for a limitation of $1.5 
million on administrative expenses within the total request of $500 
million for the fiscal year 1959 ¢ 

Mr. Perry. I believe the amount for 1959 is $625 million, but it is 
a limitation within that amount. 

Mr. Passman. I believe you stated that the limitation is proposed 
in connection with the legislation now pending in the Congress, or 
did you say legislation that had already been approved / 

Mr. Perry. We said that it had been approved by both Houses. It 
is still pending. 

Mr. PassmMan. It is subject to three more hurdles, the Senate, the 
House, and the President’s signature 4 

Mr. Perry. Yes. 

Mr. PassmMan. So this would be limitations now pending in Con 
gress which would establish a separate corporate agency to administer 
the Development Loan Fund 4 

Mr. Perry. The legislation that is pending would establish the 
Development Loan Fund as a corporation. The legislation that is 
pending for the authorizing bill does not have the $625 million in 
it because it was authorized last year. 

Mr. Passman. But you do have the section setting it up as a corpo 
ration in the bill / 

Mr. Perry. That is correct, sin 








1388 


Mr. Passman. What is the present status of this pending legisla- 
tion? Does it have the approval of the House and Senate? 

Mr. Morruy. Off the record. 

( Discussion off the record.) 


CONSOLIDATION OF ADMINISTRATIVE EXPENSES AND OPERATION EXPENSES 


Mr. PassmAn. Referring to page 1 of your estimate of this item, 
what is the distinction between what you call administrative expenses 
and operating expenses / 

Mr. Perry. We are not making any distinction now. We thought 
earlier we should, but we decided that it would be better to include 
all the expenses within the administrative expenses limitation, so all 
of our costs for reviewing the loans and negotiating the loans and 
implementing the loans will be included w ithin the limitation. 

Mr. Passman. Originally you had separate categories ¢ 

Mr. Perry. Two separate categories, but we thought that it would 
be more desirable to put them together in one and put them in the 
limitation. 

Mr. Passman. Desirable with regard to the amount of money you 
could save, or for what reason ¢ 

Mr. Perry. Or iginally we did not have very good estimates on the 
amount of operating expenses, and we had a smaller amount for what 
we at that time described as administrative expenses. But as we got 
more experience we felt that we could make reasonable estimates of 
the total cost and that is why we came in with this proposal. 

Mr. Passman. Do you think that you will effect some savings by 
handling the fund in the manner proposed as compared to the original 
plan ¢ 

Mr. Perry. I do not know whether there will be any savings, but 
it will not cost any more. 

Mr. PassmMan. What would be the advantage? Will there be better 
coordination and more effective use of personnel ? 

Mr. Perry. Yes, that is true. 

Mr. Passman. That being true, why could you not effect some sav- 
ings ? 

Mr. Perry. It is possible that we could. I would not want to say 
that we would not. 

Mr. Passman. You would recommend that the committee should 
look well into the possibility that some savings might be effected by 
the proposed approach ¢ 

Mr. Perry. The purpose of putting the two together was to present 
to the committee a complete picture of the cost we will have in carry- 
ing out all of our operations. We were at one time going to place 
under a limitation only a portion of that which is now to be put under 
the limitation. The other expenses—those previously outside the 
limitation—would have been incurred, but we now feel we can put it 
together as one whole and present the full information to you and put 
it all under the single limitation. 

Mr. Passman. But you do feel that some savings might be effected 
through this procedure / 

Mr. Perry. That iscorrect. 
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PERSONNEL EMPLOYED AND LIMITATION ON 


Mr. Passman. How many positions are filled at the present time on 
the Development Loan staff ? 
Mr. Perry. Forty. 
Mr. Passman. Under this appropriation the limitation is 50? 
Mr. Perry. We anticipate we will be able to get by with approxi- 
mately 50. 
COST OF ADMINISTRATIVE EXPENSES IN 1958 


Mr. Passman. What is the estimated expenditure for administrative 
expenses during the present fiscal year ¢ 

Mr. Perry. We do not have an estimate that covers all of the costs 
because many of our costs this year were provided on a nonreimburs- 
able basis by either ICA or by the Department of State. 

Mr. Passman. It costs a certain amount of money to administer the 
Development Loan Fund for the fiscal year 1958. 

Mr. Perry. That is correct. 

Mr. Passman. If you could put those different segments together 
and let the committee know the cost of operating the Development 
Loan Fund for fiscal 1958 it would be helpful. Do you have that 
information ¢ 

Mr. Mcurrny. No, sir. 

Mr. PassmMan. How did you arrive at this figure as being an accurate 
one if you did not use the present status of 40 people as a basis? 

Mr. Murreuy. Well, the 1959 request for $1.5 million anticipates 
requirements on a number of offices and organizations which in 1958 
were not really called upon to perform very much, if anything, in the 
way of services. The fact the Development Loan Fund was author- 
ized for the first time in the fiscal year 1958, and had all of this basic 
organizational work to get underway, as you know, meant, as far as 
actual loans consummated during the fiscal year 1958 were concerned, 
it is only in the last month or so they have actually arrived at this 
stage. 

Mr. Passman. Could we eliminate the guessing part of it and be 
specific? You have the Development Loan Fund for 1958. You had 
40 employees, some for a full year and some part time? 

Mr. Murrnuy. Yes. 

Mr. Passman. It cost a certain amount of money to operate this 
function during that period ? 

Mr. Murrny. Yes. 

Mr. Passman. The committee desires to know what it cost to operate 
the Development Loan Fund for the fiscal year 1958; whether it was 
paid by account X or account B. 

Mr. Murrny. I can answer that question. With respect to the 40 
sus or minus employees of the office of the manager, Development 
tas Fund, the obligations for the fiscal year 1958 are estimated at 
$118,000. 

Mr. Wiccteswortn. For what period ? 

Mr. Murrny. The manager himself came on in January, I believe, 
or early February. 

Mr. PassMAn. You are speaking now of personnel in the amount of 
$118,000 ? 
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Mr. Murpuy. No, sir; that is the estimate of the expenses in connec- 
tion with the employees in the office of the manager. 

Mr. Passman. Let us get the entire total that would be comparable 
to the request for $1.5 million for the fiscal year 1959. 

Mr. Murruy. The figures are not comparable in that sense because 
there are a lot of things that will have to be done in 1959 that just 
were not needed in 1958. 

Mr. Passman. Let us get back to 1958. What was the total amount 
spent operating the Dev elopment Loan Fund? 

Mr. Murpny. Well, I cannot answer that question. 

Mr. Passman. The gentleman is fair. We shall proceed to the next 
question. 

Mr. Mureny. Will you allow me an opportunity to explain why? 
It seems like a relatively simple question, and there is a reason why 
I cannot answer it. 

Mr. Passman. I do not see how you arrived at your requests unless 
you knew what your expenditures have been in the past, but we shall 
be pleased to hear your explanation. 

Mr. Mureuy. The fund being brandnew in 1958, Mr. Chairman, 
there was immediately est: ablished a small nucleus comprising the 
Office of the Manager which actually gained its personnel as the year 
proceeded, the manager coming along about January. Some of the 
people went in on detail. Mr. P erry was borrowed from the Bureau 
of the Budget for several months and was detailed into the office be- 
fore he was transferred in. People were borrowed from the Export- 
Import Bank for a number of months before they, or some of on 
were actually transfered to the payroll. So it was not until recently 
they actually reached the number of 40 people. Now, with respect to 
those people, we know what their actual costs were during 1958 because 
when they came on the payroll we started paying them. But while this 
operation was going on, a new organization like this, as I am sure 
you will apprec ‘iate, is drawi ing help on a grant basis, you might sa 

A nonreimbursable basis, borrowing help, services from ev Revholy 
it can borrow from to help this build up some momentum. The fact 
that they did not have to pay for these services meant, of course, we 
do not have any record of what the actual costs were. 

(Nore: Additional explanation of Administrative Expenses may 
be found on p. 1565.) 


PERSONNEL LOANED TO DEVELOPMENT LOAN FUND STAFF 


Mr. Passman. The gentleman has made an understandable explana- 
tion as far as he has gone. You spent $118,000, Will you please inform 
the committee as to the v alue of the gratis services extended to this 
agency by other agencies 

“Mr. Murriy. We vould probably make an estimate, Mr. Chairman. 

Mr. Passman. What is the amount of the estimate ? 

Mr. Murruy. I do not have it, but we probably could make an 
estimate. 

Mr. Passman. Will you make an estimate for us ? 

Mr. Murpny. Certainly. 

I might say this, we can give you a figure for 1959 that is limited 
to the Manager's Office. Mr. Perry has the estimated full year cost of 
the operation of the Manager’s Office with a staff of 50, and I believe 
that was the figure you quoted. 
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Mr. Perry. That is correct. 

Mr. Passman. Please provide data as to the number of personnel 
furnished by each agency. Include the name of the agency and the 
length of time these individuals served with the Development Loan 
Fund. This situation appears to indicate that the agencies lending 
these people had more personnel than needed. 

Mr. Mourrnuy. We will be happy to make an estimate, but I do not 
agree with that implication. 

Mr. Passman. Was some agency not deprived of the use of this 
personnel when they were transferred to the Development Loan 
Fund? 

Mr. Mureny. I think it is a matter of degree. If I-may use a 
personal example, with the committee’s permission, I will. 

I have tried my best to be of help to Ambassador McIntosh and to 
Mr. Perry during the course of the fiscal year 1958. I usually have 
more work than I can do, so it is a matter of how much of a backlog 
I have on my desk when I spare a half day to move over to the De- 
velopment Loan Fund and help them on a problem. This can be 
repeated many times, and the fact that I took the half day, or a num- 
ber of other people did the same thing, does not mean that they would 
have been idle had they not utilized the time in that fashion. 

Mr. Passman. It does indicate that they could get along without 
them for a portion of the time, at least; otherwise, they could not 
have worked for this particular agency. 

Through June 13 of the present fiscal year we had deposited in the 
United States Treasury a net of $72,378 8.314.306. During that same 
time we had withdrawn, net, from the United States Treasury $79,- 

2,547,228.12. The withdrawals have exceeded deposits by $7 bil- 
ce I feel it is the responsibility of the Appropriations Committee 
to check into all items, whether representing $2 or $2 billion, to try 
to find some place to bring this spending under control. 


PAY OF PERSONNEL IN 1959 


What portion of the $1.5 million will be spent for personnel ? 

Mr. Perry. The personal services—— 

Mr. Passman. I am speaking of personnel, people who receive 
checks for being employed. 

Mr. Perry. There will be approximately 50 people on our payroll 
by the end of fiscal year 1959. 

Mr. Passman. I want to know the amount that you will pay those 
50 people, out of this $1.5 million. 

Mr. Perry. $395,195. 

Mr. Passman. Leaving for other purposes an amount of- 

Mr. Perry. The balance would be about $1,100,000. 

Mr. PassMan. Let us be exact. 

Mr. Murrny. I should say here, Mr. Chairman, in the interest of 
clarity, that the figure of $395,195 which Mr. Perry gave you is the 
figure for salaries for personnel in the Office of the Manager. 


CONTRACTUAL SERVICES 


In further explanation, you will notice that there is another item in 
the budget called “Other contractual services,” of $889,855, some part 
25164—58——88 
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of which—and I think we can determine what it is—also will be to 
reimburse other agencies for personnel costs as well as other costs. 

Mr. Passman. ‘This is now a branch of ICA? 

Mr. Murreny. Yes. 

Mr. Passman. Out of this $1.5 million, will the Development Loan 
Fund reimburse ICA $889,855 for contractual services ? 

Mr. Murpuy. No, sir. 

Mr. Perry. It doesn’t all go to ICA. There is a breakdown on 
page 9. 

Mr. Passman. Here is the report to the Congress, page 9, “Con- 
tractual services, $889,855.” That amount is from the $1.5 million? 

Mr. Mourpnuy. Yes. 

Mr. Passman. And the Comptroller services relating to accounting, 
financial reporting, review of financial documentation, auditing, end 
use checks in Washington and in the field represents $375,000 of the 
amount ¢ 

Mr. Moreny. Thatisright. That is not all personnel cost. 

Mr. Passman. That is what I asked. We are anxious for you to 
explain. 

Mr. Murpuy. Wecan probably pin this down. 

Mr. PassMan. You said there would be other contractual services. 
How much is for personnel and how much is for other services ? 

Mr. Murrny. I just want to be sure that I do not give an answer 
that is wrong. 

I find that we are unable to give you an exact figure on it. I can give 
you at this point an approximation, and I would like an opportunity 
to give you the exact figure. 

Mr. Passman. You may take your time. As quickly as possible, 
give it to us exact. 

(The information follows :) 


PERSONAL SERVICES INCLUDED IN FiscaL YEAR 1959 ESTIMATES FOR 
“OT OTHER CONTRACTUAL SERVICES” 

DLF fiscal year 1959 administrative expenses estimates for reimbursement to 
other Federal agencies include a total of $384,730 for personal services costs 
anticipated to be incurred by the ICA in providing comptroller services and 
technical review in connection with loan proposals, and other general admin- 
istrative services, such as personnel administration, security investigations, pro- 
curement, printing, mail distribution, equipment repair, and maintenance, etc. 


NEED FOR $1.5 MILLION IN 1959 


Mr. Passman. On page 3 of Mr. Perry’s statement, he says: 

These estimates are based on the experience of only 54% months of full opera- 
of the Development Loan Fund. 

Then, going back to page 2, there is this statement: 

The Development Loan Fund had taken under consideration a total of appar- 
ently worthwhile proposals amounting to about $2.2 billion. 

Is that correct ? 

Mr. Perry. That is correct. 

Mr. Passman (reading) : 


Of this total, $163.5 million has been given firm approval by the Loan Committee 
of the Fund; $50.7 million has been approved in principle; almost $1.7 billion is 
under review ; approximately $300 million has been dropped from consideration. 
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Is that correct ? 

Mr. Perry. That is correct. 

Mr. Passman (continuing) : 

We estimate that the fund will have taken under consideration at least $3 
billion in proposals by the end of the fiscal year 1959. 

So if you operated on such a modest amount in the fiscal year 1958— 
$118,000, plus those few days of services that other agencies gave you, 
and you worked up the $2.2 billion, why would you require $1.5 million 
when the proposals that you are going to consider will be $3 billion 
in 19597 

Mr. Murry. In addition to the $118,000 there are other items. 
That does not include any such items as travel and rent. ‘There is a 
whole series of things not included in the $118,000, and I am sure when 
we get the figures on a comparable basis it will show a much more 
substantial amount. 

Mr. Passman. But you concluded review on $2.2 billion in 544 
months. 

Mr. Mureny. I think that I can clarify this. We did not conclude 
the review. Let me say this: When a loan is approved, and even when 
a loan agreement is negotiated, the work just begins. 

Mr. Passman. I concur completely. But you were working with 
$2.2 billion last year and you are only going to work with $3 billion 
next year. 

Mr. Murrny. But for the loans approved this year, Mr. Chairman, 
the projects will come into being during the fiscal year 1959 and 
many services will have to be performed with respect to projects that 
did not have to be performed in 1958 because there had been no loan 
agreements signed. 

Mr. Passman. But you are still dealing with a personnel of 50. 

Mr. Mureuy. That is just for the loan approval operation. The 
loan implementation is another thing, and that is an expensive deal 
and will go on for as long as the fund is in being. 

Mr. Perry. I think that you can expect we will have to spend at 
least $375,000, which we estimate for the ICA services which to a 
great extent are related to this type of activity, including the auditing, 
disbursement, and accounting. Very little of that has been done 
this year. 

Mr. Passman. The least that can be said is that there is a tremendous 
amount of business that goes on between the agencies. “We do this 
for you and you reimburse us,” and “You do this for us and we 
reimburse you”? 

Mr. Mureny. Yes, sir. 

It does make it complicated, Mr. Chairman, but I can assure you and 
the committee that it also makes it less expensive. 

Mr. Passman. Less what? 

Mr. Murpny. Less expensive. 

_ In my office it is true there is an item in there of $375,000 for Wash- 
ington and overseas controller services, but I think you would quickly 
admit that if they were to set up their own controller office as a 
complete entity, it could not possibly approach the job for that kind 
of money. It would cost infinitely more money to do the job. 

While it does make the picture a little complicated, I am certain it 
reduces the ultimate cost. 
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CONTRACTUAL SERVICES 


Mr. Passman. If we might go back to page 9, 1 think this portion of 
the budget comes out of the ‘gentleman's office, the ICA Controller. 

Look back on page 9 “ the item of $375,000. If you will explain 
the next 3 items, item 1, $375,000; item 2, $395 000, and then the third 
of $10 000, and follow that to page 10. In addition, you have GAO in 
the amount of $ $20,000. 

Will you give us an explanation on those different items? 

Mr. Murrny. With respect to the first item, Mr. Chairman, may I 
direct the committee’s attention to page 19 which sets out in pretty good 
detail, starting on page 19, 12 of the services which are contemplated. 
With reference to that first item, you will notice that item 1 involves 
the development and maintenance of an accounting system for DLF 
including general ledger and individual loan ledger accounts and to 
insure that such accounting system is consistent with the requirements 
of the Government Corporation Control Act. 

Item No. 2 is to maintain the efficient accounting records controlling 
fund availability for DLF obligation purposes, ‘and to validate pro- 
posed obligations as to fund availability. 

Item No. 3 is to review proposed letters of advice, loan agreements, 
and other obligating documents prior to issuance from the standpoint 
of technical : adequi icy of disbursement and repayment provisions. 

Item No. 4 is to record payments under loan agreements and to 
notify the Export-Import Bank accordingly. That is so they can set 
up their records and do the billing at a later point. 


PAYMENTS TO ICA 


Mr. Passman. Out of the $1.5 million for the Development Loan 
program, how much of that comes back now to the ICA total ¢ 

Mr. Murreny. The total for ICA, I think, is $750,000. The remain- 
ing $139,000 of the contractual services goes to the Export-Import 
Bank, GAO, and the State Department, and other Federal agencies 
as well as the GSA. 

Mr. Passman. This would be like taking money out of one pocket 
and putting it into the other when you ask for it under the ICA 
appropriation ? 

Mr. Mureny. But not for these things, Mr. Chairman. 

Mr. Perry. This is a separate limitation on the DLF availability. 

Mr. Passman. But when you have a transfer of how much—— 


tee me 


Mr. Perry. $750,000. 

Mr. Passman. It will come back into the ICA account? 

Mr. Perry. Yes, sir; for services rendered. 

Mr. PassMAn. Where will you place that money ? 

Mr. Perry. Well, we would use it to pay the people that will have 
been employed to do these services. The DLF will get the advantage 
of ICA overhead and the supervisory personnel. “For ex unple, in 
ICA this supervision would be for the additional clerical help which 
will have to be brought on to handle the increased volume of work. 
But that is why it is less expensive, Mr. Chairman, beacuse we will 
get the benefit of all the supervisory structure without having to 
pay anything for it. 
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Mr. Passman. Could we assume that this transaction would free 
for use in the foreign-aid programs of ICA an equivalent amount— 
on the order of $ $500, ,000 2 

Mr. Murpuy. No, sir; you may not, because the ICA budget was 
made up in contemplation of this DLF budget. 

Mr. Passman. You had already reduc ed your budget request by 
the $500,000 ? 

Mr. Murpuy. I say, in making up the ICA budget request, we 
assumed that to the extent that this load was going to fall on IC A, 
it would be paid for by the DLF;; that is, w orkload in connection with 
the Development Loan Fund, and that the DLF would pay for it, 
and ICA would not, therefore, budget for those items in its own 
budget. 


BACKGROUND OF PERSONNEL EMPLOYED 


Mr. Passman. It was brought to my attention—and I am sure that 
the Deputy Manager of the Development Loan Fund would like to 
comment on it—that persons have been and are being recruited in 
connection with the operation of the Development Loan Fund. The 
information which has been conveyed to me is to the effect that many 
of the people being selected for this work are relatively inexperienced 
and have backgrounds largely academic in nature. 

So that the committee may be informed as to the quality of person- 
nel selected for this program, will you submit for the record a state- 
ment outlining the training and experience and general background 
of the 50 employees? 

Mr. Perry. We could not furnish it for all 50 because not all 50 
have been recruited. 

Mr. Passman. How many have you recruited ? 

Mr. Perry. Of the 40 we have on hand, not all of them will stay 
with the Loan Fund on a permanent basis. Some are consultants 
who will not be with us. 

Mr. Passman. Will you indicate whether they have had banking 
experience, and, if possible, the position held ¢ 

Mr. Mureuy. Mr. Chairman, do you want to exclude the clerical 
personnel ? 

Mr. PassmAn. We want the data on all of them. We should like 
to have an indication of the background and experience which would 
justify their coming into a program such as this. 

Mr. Murrpny. We would be happy to supply it, Mr. Chairman, 
but it is just a question as to whether you would want to bother with 
the background and experience of stenographers and file clerks. 

Mr. Passman. How many of an will be professionals ? 

Mr. Mvrpny. It will be about 50-50. 

Mr. PassMANn. What is the top Es ade involved ? 

Mr. Perry. The Manager will receive approximately $20,000 a 
vear. 

Mr. Passman. It goes down from that to the lower grades? 

Mr. Murrny. Yes: to grades 4 and 5. 

Mr. Passman. Let us pick it up at the level of executive capacity. 
At what grade do you bring them in ? 

Mr. Perry. I would say anything above gr: aides 12 or 13. 
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Mr. Passman. Let us pick it up at grade 10. 

Mr. Perry. Yes, sir. 

Mr. PassmANn. Please give us an individual statement on that. I 
think it will help the committee. 

Mr. Perry. Very well, sir. 

(The information follows :) 


BIOGRAPHICAL INFORMATION REGARDING EXECUTIVE, ADMINISTRATIVE, PROFESSION AL, 
AND ‘TECHNICAL EMPLOYEES OF THE DLF 


A total of 19 persons are currently employed by the DLI or serving on 
detail in grades GS-10 and above for these categories. All have held positions 
of responsibility in the Federal Government in connection with foreign operations, 
economic analysis, international trade, financing of loan programs, ete. In 
addition, some have had additional experience in private business. Of the 
employees listed, in addition to the Managing Director, six have had specific 
experience or positions of responsibility in banking institutions. Four of the 
six serve in the capacity of loan officers, one is a loan implementation officer, 
and the sixth is employed as Assistant General Counsel. Here their experience 
can be brought to bear upon each specific loan under consideration and negotiation. 
In addition, after July 1 of this year, Mr. Robert B. Menapace, vice president 
of the Guaranty Trust Co. of New York City will join the DLF in the capacity 
of Deputy Manager for Finance and Development. His 36 years of banking 
and financial experience will be applied to management of the DLF program. 
For the information of the subcommittee, biographical information on Mr. 
Menapace is also included. 

DEMPSTER MC INTOSH 


Born January 17, 1896, Rhode Island; high school, Pittsburgh, Pa.; Common- 
wealth Trust Co., Pittsburgh, Pa., 1914-16; Bankers Trust Co., New York, N. Y., 
1916-17; vice president, director, American Steel Export, Inc., 1918-43; presi- 
dent, director, Philco International Corp., Philadelphia, Pa., 1943-53; United 
States Ambassador to Uruguay, 1953; President’s representative at inauguration 
of President of Republic of Paraguay, 1954; President's representative to head 
the United States delegation at inauguration of President of the Republic of 
Uruguay, 1955; United States Ambassador to Venezuela, 1956; President’s rep- 
resentative to inauguration of President of Republic of Ecuador, 1957; statutory 
position, Managing Director, Development Loan Fund; legal voting residence, 
Pennsylvania. 

ROBERT B. MENAPACE 


Born November 9, 1893, Pennsylvania; Yale College, 1918, A. B.; Sorbonne, 
University of Paris, 1919; trainee, foreign-department officer, foreign-buying 
(underwriting) department, 1919-34; loan officer, 12th Federal Reserve Dis- 
trict, 193443; second vice president, 1946-50, vice president, 1950 to present— 
continuous employment with Guaranty Trust Co. of New York from 1919 to 
present; statutory position, Development Loan Fund, proposed effective July 
1958 ; voting residence, New York. 


HART PERRY 


Born, June 18, 1918, Nebraska; University of Chicago, 1985-40, M. A.; housing 
representative, National Housing Agency, Washington, D. C., 1941-43; Office of 
Chief of Staff, Department of the Army, 1943-46; administrative assistant, Pub- 
lic Housing Administration, rental manager and secretary of American Com- 
munity Builders, Ine., Park Forest, [ll., 1946-51; Bureau of the Budget, senior 
management examiner, senior budget examiner, area chief, Assistant Division 
Chief of the International Division, 1951-57; level III (equivalent of GS-17), 
Development Loan Fund, 1958 ; voting residence, Illinois. 


EDWARD 8S. LYNCH 


Born, October 5, 1911, Holyoke, Mass.; Amherst College, A. B., 1931; Harvard 
University, M. A., 1984; Harvard, Ph. D., 1935; economics faculties of Princeton 
University and Iowa State College, 1935-41; principal economist, Board of In- 
vestigations and Research (Transportation) 1941-42; head transportation econo- 
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mist, War Production Board, 1942-43; military service, 1943-45; Chief, Supply 
Operations, Allied Commission, Rome, and UNRRA, Italy, 1945-46; chief econo- 
mist, IBRD, 1946-48; economist, Chief of Economics Department, and Acting 
Vice President, Export-Import Bank, 1948-55; president, Istituto Finanziario 
delle Cooperative Americane e Italiane, Rome, 1955-57; economist, Export-Im- 
port Bank, Chief, Loan Department, GS—15 (on loan from Export-Import Bank) ; 
voting residence, Maryland. 


JOHN G. BURNETT 


Born, December 29, 1923, Milwaukee, Wis.; Princeton University, B. A.; Yale 
Law School, LL. B.; law clerk, United States Supreme Court, 1950-51; attorney, 
Senate Subcommittee on Federal Manpower Policies, 1951-52; attorney-adviser, 
Technical Cooperation Administration, 1952-55; Associate General Counsel, ICA, 
1955-58; level V, legal counsel, Development Loan Fund; voting residence, 
Maryland. 


JAMES A, CAREY 


Born, April 29, 1896, New York; St. Francis College, B. A., 1918; Columbia 
University, M. A., 1989; Oriental Institute, Rome, Ph. B and Ph. D, 1923; 
assistant professor, St. Joseph’s College, 1925-39; economist, statistician, Tem- 
porary National Economic Committee, 1989-40; economist, advisory Commission 
Council, National Defense, 1940-41; economist, Office of Price Administration, 
1941-45; economist, Army Exchange Service, 1945-48; market analyst, Private 
Brands Institute, 1)48-49; economist, Pell-de-Vegh, 1949-50; economist, United 
States Department of Labor, 1950-51; economist, Office of Price Stabilization, 
1951-53 ; economist, Caroy Sackrin Economic Service, 1953-53 ; economic analyst, 
FOA, ICA, Seoul, Korea, 1954-58; Chief, Economic and Financial Policy Divi- 
sion, FSR-2, Development Loan Fund; voting residence, New York. 


REGINALD F. CHUTTER 


Born, August 30, 1893, New Hampshire; Phillips Academy, Andover, Mass., and 
Dartmouth College, Hanover, N. H., B. A.; office of the First National City Bank 
of New York., Buenos Aires, Argentine, 1916-21; export manager of H. K. Mul- 
ford, Philadelphia, Pa., 1921-29; director of export and foreign operations, Sharp 
& Dohme, Philadelphia, 1929-47; vice president of Sharp & Dohme of Mexico, 
Mexico City, Mexico; director of Sharp & Dohme, Ltd., London, England; con- 
sultant (self-employed), 1948; deputy executive director of the Foreign Trade 
Administration of the Greek Government, Athens, Greece, 1948-51; import con- 
trol adviser, ECA, Taipei, Taiwan (Formosa), 1941-52; Chief of Procurement 
and Trade Office, FOA, Taipei, Taiwan (Formosa), 1952-53; foreign trade and 
investment officer, ICA, Taipei, Taiwan, 1953-54; senior regional investment 
officer, headquarters, Beirut, Lebanon, 1954-55; financial adviser, ICA, Beirut, 
Lebanon, 1955-57 ; GS-15, fiscal and financial economist (international), Develop- 
ment Loan Fund, 1958; legal residence, Washington, D. C. 


RALPH E. PHILLIPS 


Born, September 9, 1906, Missouri; Drury College, Springfield, Mo., B. A. 1929; 
New York University Graduate School, M. B. A., 1985; New York City Credit 
School, Ph. D., 1942; Columbia University, 1933-384; credit specialist, Chase Na- 
tional Bank, New York City, 1929-483; commercial specialist, Treasury Depart- 
ment, 1943; commodity specialist, Foreign Economic Administration, 1943-46; 
Civilian Production Administration, industrial specialist, 1946-47; fiscal and 
financial economist, War Department, 1947-55; fiscal and financial economist, 
Department of the Army, Tokyo, 1955-57; fiscal and financial economist (inter- 
national), GS-15, Development Loan Fund, 1958; voting residence, New York. 


WILLIAM C. RYAN, JR. 


Born, March 25, 1908, Massachusetts; Bentley School of Accounting, 1927—29; 
clerk, Chase National Bank, 1929-32; accountant, Chase Bank, Hongkong, 1932- 
38; head, exchange department, assistant to cashier, cashier and foreign ex- 
change manager, the Chase Bank, Shanghai, 1933-44; assistant manager and 
acting manager, the Chase Bank, Tientsin, 1946-50; assistant manager, manager, 
the Bank of American N. T. & S. A., Tokyo, 1952-55; manager, international 
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banking department, the Bank of American N. T. & S. A., Los Angeles, 1955-56; 
importer from China, 1950-51; importer from Japan, 1957; principal mission 
officer (U. S. Army), Foreign Economic Administration, 1944-45; fiscal and 
financial economist (international), GS-15, Development Loan Fund; voting 
residence, California. 

JEROME F. FRIED 


Born, May 6, 1915, New York; University of Michigan, B. A., 1937; Columbia 
University, 1937-88; Harvard University, 1939-40; graduate faculty, New 
School for Social Research, 1946-48 ; military service, 1941-45 ; economic analyst, 
Office of Price Administration, 1945-46; economic analyst, Department of State, 
1950-51; intelligence research analyst, Department of State, 1951-52; financial 
adviser and program officer, ICA Mission, Tehran, Iran, 1952-54; Division eco- 
nomist, South Asia, Middle East, and Africa, Department of State, 1955-57; 
loan officer, FSR—4, Development Loan Fund; voting residence, Maryland. 


E. EDWARD SCOLL 


3orn, May 29, 1916, Maryland; Swarthmore College, A. B., 1938; Columbia 
University, graduate work, 1945-46; regional supervisor, Department of Labor, 
Bureau of Labor Statistics, 1939-41; price economist, Office of Price Adminis- 
tration, 1941-42; development policy economist, Department of State, 1947-58; 
loan officer, GS-13, Development Loan Fund; voting residence, Virginia. 


JOHN A. ULINSKI, JR. 


Born, June 24, 1923; Cornell University, A. B.; Georgetown University Law 
School; industry adviser, Asian Development Service, Technical Cooperation 
Administration, 1952-53; fellow, Ford Foundation Board on Overseas Research, 
1953-54; acting industry officer, USOM to Indonesia, 1954-55; program- 
operations officer, United States Operations Mission to Indonesia, Djakarta, 
1955-57 ; international economist, ICA, 1957; FSS-2, Development Loan Fund, 
1958 ; voting residence, Virginia. 


HAZEL A. SHORTER 


3orn, October 18, 1901, New Jersey: graduate of School of Business Educa- 
tion, New Jersey; miscellaneous courses, including business law, at Columbia 
University, Rutgers University, American University; special assistant to the 
commanding officer and constructing quartermaster, Ravenna Ordnance Plant, 
Ohio, 1940-45; Chief, Administrative Management Division, Bureau of Ships, 
Navy Department, 1946-48: 1948-58, special assistant, ECA, MSA, FOA, ICA; 
GS-15, special assistant, Development Loan Fund; legal voting residence, 
Michigan. 

MARCUS L, BELL, JR. 


Born, July 30, 1907, Illinois; Harvard College, A. B.; credit investigator, 1930, 
assistant treasurer, 1936, in charge of branch, Grand Central District, 1941, 
assistant vice president, 1945, charge of branch office, 1947, Marine Midland 
Trust Co., New York; assistant vice president, Peoples Trust Co., Hackensack, 
1954; assistant commercial credit specialist, ICA, 1956; assistant commercial 
credit specialist, GS-12, Development Loan Fund; legal residence, Washington, 
By; A 

ADOLPH J. BENNETT 


sorn, April 29, 1919, New York City; B. A. social sciences, Brooklyn College, 
N. Y.; field representative, architect firm, 1941-42; captain, United States Army, 
overseas service, 1942-47; analyst and private secretary, agriculture and finance 
company, 1947-48; consultant, commercial specialist, ECA, CAF-9, 1948; admin- 
istrative officer, CAF—11, 1949; assistant to project manager, GS-11, 1950; admin- 
istrative officer, GS-12, 1951; administrative officer, GS—13, 1952 ; Chief of Branch, 
Office of Industrial Resources, 1955; Chief, Negotiating and Drafting Division, 
Office of Contract Relations, ICA, 1956; GS-14, loan implementation officer, De- 
velopment Loan Fund (detail) ; voting residence, Virginia. 
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RALPH W. GOLBY 


Born, September 3, 1923, Portland, Oreg.; Yale University, B. A.; Yale Law 
Se — LL. B.; law associate, 1948-52; trial attorney, Department of Justice, 
1952-54 ; attorney-adviser, FOA, 1954-55; counsel, Export-Import Bank, 1955-57 ; 
pena -adviser, ICA, 1957-58 ; GS-14, assistant legal counsel, Development Loan 
Fund ; voting residenc e, Oregon. 


LESTER E. GORDON 


Born, March 5, 1923, Pennsylvania; Oberlin College, A. B.; University of 
California, Harvard University, graduate work; analyst, Federal lending pro- 
gram, Bureau of the Budget, 1950-52; chairman, Cost Analysis Group, Opera- 
tions Research Office, 1952-55; assistant to Chief, Far East program staff, ICA, 
1955-58; assistant development officer, GS-14, Development Loan Fund; legal 
residence, Washington, D. C. 


JOSEPH 8S. TONER 


Born, January 19, 1917, Ohio; University of Minnesota, B. A., 19389; Syracuse 
University, 1940, graduate studies in public administration; newswriter, 1945; 
editorial associate, Public Administration Clearing House, Chicago, 1946; 
assistant to director, Public Administration Clearing House, 1947-50; program 
analyst, Housing and Home Finance Agency, 1951; executive assistant, Hous- 
ing and Home Finance Agency, 1951; executive secretary, MSA, ICA, FOA, 
1952-55; executive secretary, office of the special assistant to the President, 
the White House, 1955-58; secretary, GS-15, Development Loan Fund; voting 
residence, Virginia. 

FREDERICK WILLIAM HAHNE 


Born, July 4, 1! _ Iowa; Syracuse University Graduate School, 1948-49; 
Grinnel College, B. 1946-48 ; University of Oklahoma, 1943-44; Coe College, 
1942; Bunea Vista Ockiens 1941-42; administration intern, State of New York 
Department of Audit and Control, 1949-50; junior management assistant, 
United States Treasury Department, 1950-51; budget analyst, United States 
Department of Agriculture, 1951-53; operation and maintenance examiner, 
United States Department of Agriculture, Sine 5; budget examiner, National 
Science Foundation, 1955-58; budget officer, 14, Development Loan Fund; 
yoting residence, Virginia. 


ELISABETH M. PAULISCH 

Born, December 3, 1924, New York; St. Lawrence University, Canton, N. Y., 
B. A., 1944; administrative assistant, Department of State, 1944-47; clerk, Re- 
publican National Committee, 1947; clerk, Department of State, 1948; execu- 
tive secretariat, ECA, MSA, FOA, 1948—56; secretariat assistant, office of the 
special assistant to the President, the White House, 1956-58; GS-12, secretariat 
assistant, Development Loan Fund ; voting residence, Virginia. 

Mr. Passman. Mr. Gary, do you have any questions ? 

Mr. Gary. No questions. 

Mr. Passman. Mr. Rooney, do you have any questions? 

Mr. Roonry. No questions. 

Mr. Passman. Mr. Denton, do you have any questions ? 


COST OF PROGRAM WITH 50 COMPARED WITH 40 EMPLOYEES 


Mr. Denton. How has your program been operating up to now? 
What personnel do you have ? 

Mr. Perry. We started out with just a few people, who were made 
available to us on a loan basis, from the ICA, State, and the Export- 
Import Bank, and I came from the Bureau of the Budget. 

We now have 40 persons on board, of whom several are still on loan 
to us from other agencies. We have drawn from State and ICA and 
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from the Export-Import Bank, and have recruited several people from 
the outside. 

Mr. Denton. Why can you not just transfer them over ¢ 

Mr. Perry. Well, they will be. Virtually all the people now on our 
rolls will stay on our rolls. 

Mr. Denton. You need to get only 10 more? 

Mr. Perry. Yes, sir. 

Mr. Murruy. I believe a number of them are transferred. 

Mr. Denton. What is the cost per annum for your operations with 
the 40 that you have now ? 

Mr. Murruy. We were going to get some figures which would show 
that, Mr. Denton. It costs about $600,000 for the 50 people. The 40 
people would cost about $500,000. 

Mr. Denton. Why would 10 more people cost $900,000 more? 

Mr. Perry. Do you want the total cost based upon the staff of 40? 

Mr. Den'ron. I thought since you are going to hire some more, we 
might have some idea as to what we ought to appropriate for this. 

Mr. Mureuy. We could quickly give you the per annum cost of the 
people on the DLF payroll now. 

Mr. Denton. Why do you not give it to us? 

Mr. Murpuy. I gave you an approximation. 

Mr. Denton. Was that $600,000 ? 

Mr. Murruy. My approximation would be about $600,000 for the 
50 people in 1959. The 40 already on board would cost just under 
$500,000. 

Mr. Denton. Why it is going to cost $900,000 more to have 10 more 
people? 

Mr. Murpny. That is the problem, Mr. Denton. It is not just add- 
ing 10 more people. It is the fact that during fiscal 1959 when the 
first loan approved starts to take on the physical aspects of a project, 
a number of functions that we have not had to perform at all in 
1958 will have to be performed, and these functions involve people 
outside of their office. 

Mr. Denton. For instance, what? 

Mr. Murpuy. For example, the people in my office who will have 
to start to draw up vouchers, to do auditing and end-use work, to 
maintain accounts, and prepare accounting reports 

Mr. Denton. Well, there ought to be a corresponding savings in the 
administration of ICA on the other side of the ledger. 

Mr. Moreny. But an added workload is involved. 

Mr. Perry. We made the budgets up together at the same time, and 
the ICA budget does not budget for the extra cost. 

Mr. Den'ron. It looks as if either way you go the Government loses 
on this. 

Mr. Murpuy. Actually, Mr. Denton, this is additional workload 
that will be put on ICA. 

Mr. Den'ron. Yes, sir. 

Mr. Perry. Because they are not at the moment making disburse- 
ments under loans. The loan agreements are being signed, but the 
disbursements will start only in any volume next year. The auditing 
and other work of that nature will commence next year. 
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ROLE OF EXPORT-IMPORT BANK 


Mr. Denton. You are depending upon the Export-Import Bank to 
service your loans; are you not ? 

Mr. Perry. They perform’the collection service. They send out the 
notices and they let the borrower know how much is due. 

Mr. Denton. They service the loan; do they not ? 

Mr. Mourrny. No, sir; they perform the collection service. The dis- 
bursements are handled by our office. 

Mr. Denton. That is not the impression I get. 

Mr. Murreuy. The Export-Import Bank, Mr. Denton, will do the 
same thing for the DLF as it does for ICA. It will bill the borrower 
for interest and principal when they are due, it would notify ICA 
when it receives the payment so that ICA may credit the accounts 

maintained on the loans. 

Mr. Denton. Other people have been telling us a little about this 
Development Loan Fund, but I think this is about the first I have heard 
on this operation in about 9 weeks of hearings. 

Mr. Perry. Ambassador McIntosh was up here in early May. 

Mr. Denon. That is all, Mr. Chairman. 

Mr. Passman. Mr. Alexander, do you have any questions? 

Mr. ALeExanvEerR. How many of the personnel that you have now did 
not come out “ ICA? 

Mr. Perry. I do not have an accurate record of this. I am just 
going through the personnel lists, and I would say, roughly, 22 would 
have come from outside of ICA. 


ICA COSTS NOT REDUCED 


Mr. Avexanper. Then, the total of $1.5 million will not be all? 
Will that be an additional amount of money, and all of your personnel 
that came from ICA will be replaced by other personnel ? 

Mr. Perry. Yes, sir; that is my understanding. 

Mr. Atexanper. In other words, they have their same administra 
tive costs for next year that they had last year, and this will just be 
an additional administrative cost for carrying out the mutual security 
program ¢ 

Mr. Perry. For example, our General Counsel and his principal 
assistant both came from the LCA General Counsel’s office. ‘They will 
have to be replaced next year. 

Mr. Avexanper. Has there ever been an agency like this set up 
with another layer of administrative expenses / 

Mr. Perry. Well, we will be an independent agency next year. 

Mr. Auexanper. I understand, but nevertheless that is a cost to the 
taxpayer. 

Mr. Perry. Well, an analogy would be if another independent 
agency were set up ‘and they recruited or drew their personnel from 
an existing Government agency, normally that agency would recruit 
until the jobs which had been vacated were filled. 

This is a comparable kind of a situation. For example, I am from 
the Bureau of the Budget, and my position has been filled. 

Mr. Atexanper. One of the greatest criticisms I hear from our 
people back home is that every year we are adding more and more 
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Federal employees to the payroll,,and I, for one, am very much in- 
terested in handling additional duties with the staff we have where 
it is possible. However, I take it from what you say that it could 
not be done, without assistance from ICA, or under the ICA, as it is, 
with the help that ICA has; is that correct ? 

Mr. Perry. That is correct. 

I think Mr. Murphy has pointed out one area of savings, and that 
is we will be relying on his office, for example, to carry out the 
supervision 

Mr. Auexanper. But you are still going to spend $1.5 million ? 

Mr. Perry. Yes, sir. 

Mr. Avexanper. I do not think you could count that as a savings. 

Mr. Perry. No, sir; but it would be more expensive, I am sure, if 
we set up a complete controller’s office of our own. We would not be 
able to do it as cheaply as we will be able to do it by buying services 
from them. 

Mr. Avexanper. But you would be able to do it cheaper if you were 
able to use the people you have, and you did not have to replace them 
in the agencies from which they came / 

Mr. Perry. If they were carrying on the job for us where they are, 
then they would not be able to fulfill the position they held before they 
came to us, and the agency would still have to hire somebody. 

Mr. Arexanper. That is true of those that did not come from ICA. 
I can understand that, but those that came from ICA, I cannot. 

Mr. Perry. For example, just to cite again an example of the Gen- 
eral Counsel’s Office, the functions that those two men performed are 
still going to be carried on and the General Counsel of the ICA will 
need two people. 

Mr. Atexanper. What you are saying is that they could not put the 
duties on the work force that they have, and carry on the work 

In other words, you say that it is necessary that you put on those 
50 additional employ ees / 

Mr. Perry. That is right, sir. 

Mr. Atexanper. That is all, Mr. Chairman. 

Mr. Passman. Mr. Andrews, do you have any questions? 





PERSONNEL EMPLOYED 


Mr. Anprews. Did you say you have 30 employees now ? 

Mr. Perry. That is 40, Mr. Andrews. 

Mr. Anprews. And you want 10 more? 

Mr. Perry. That is correct ; yes, sir. 

Mr. Anprews. Do you have your top positions filled ? 

Mr. Perry. Not all of them; no, sir. 

Mr. Anprews. How many people now in the agency have had expe- 
rience in private banks ? 

Mr. Perry. Well, I would have to check back the record on that. 
Our Deputy Manager for Finance and Development is coming on 
board the Ist of July, and he is from a New York Banking firm, 
and there are several others who have had quite recent banking 
experience, and some others have had banking experience some time 
back, but I cannot give you that figure right now. 

However, we are preparing for the record a statement on that. 
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PERSONNEL TRANSFERRED FROM ICA 


Mr. Anprews. Those who are presently aboard are former ICA 
employees; is that correct ¢ 

Mr. Perry. No, sir; but I said that—— 

Mr. Anprews. How many of the 40 formerly worked for ICA? 

Mr. Perry. I made a guess, and my guess is that of the 40 something 
in the neighborhood of 27 or 28. 

[ do not know about any of the secretaries. 

Mr. Anprews. What about the topflight people ? 

Mr. Perry. If I may correct myself that would be 18 people out 
of the 40 were formerly employed by ICA. 

Mr. Anprews. E nem of the 40 formerly worked with ICA? 

Mr. Perry. Yes, s 

Mr. Anprews. In naka from the [CA to the DLF, are those people 
getting better jobs, and higher salaries ? 

Mr. Perry. In some cases, yes, and in most cases I would say they 
are coming in at their same level. 

Mr. Anprews. None are coming in at a smaller salary ? 

Mr. Perry. I would not be able to say positively, because it may 
be that some of the clerks and stenographers may be lower. 

Mr. Anprews. So, when those people leave ICA and go into this 
ee aN Loan organization at a higher salary, it means that 
somebody in ICA will go up to a higher sal: ary to take the place that 
they left? ts that what is h: yppening ? 

Mr. Mcreny. That would not necessarily follow. 

Mr. Anprews. I wish you would make a chart and put it in the 
record at this point showing the number of employees who left ICA 
and went to DLF ata higher salary,, and then the number of people 
in ICA who would move up and ICA will have to fill the vacancies 
created at what amounts to a higher salary. 

Mr. Perry. We shall be glad to do that. 

(The information may be found in the appendix, p. 1566.) 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Passman. Mr. Wigglesworth, do you have any questions? 

Mr. Wiceresworrn. Mr. Perry, as I understand it, this request is 
simply a request that out of the funds made available for the Devel- 
opment Loan Fund you be authorized to use up to $1.5 million for 
administrative expenses ? 

Mr. Perry. That is correct, sin 


CONTRACTUAL SERVICES 


Mr. WiceLesworrn. On page 3 of the justifications, you break down 
that $1.5 million into categories, and the two major items of expense 
are: (1) $395,195 for personal services, and (2) $889,855 for other 
contractual services performed by other agencies of aa h a certain 
amount—you do not know exactly what it will be—is also for per- 
sonal services? 

Mr. Perry. Yes, sir. 

Mr. Wiceteswortu. [ think it might be helpful, to insert into the 
record pages 19, 20, and 21 of this document entitled “Budget Esti 
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mates,” showing the general character of the services to be rendered 
by other agencies. 

Mr. Passman. Off the record. 

(Discussion off the record.) 


BUDGET ESTIMATES FOR 1959 


Mr. Passman. It is a very excellent suggestion. Would the gen- 
tleman amend his request to include the Development Loan Fund 
budget estimates as contained in the entire book, and it would be 
very complete / 

Mr. WiceieswortH. Thiat is entirely satisfactory to me. 

Mr. Passman. Without objection, the Development Loan Fund 
budget estimates—the entire book—will be included in the record at 
this point. 

(The matter referred to follows:) 


DEVELOPMENT LOAN FUND BUDGET ESTIMATES, FIS- 
CAL YEAR ENDING JUNE 30, 1959 


ADMINISTRATIVE EXPENSES 


Program by activity Estimate, 
fiscal year 1959 


Administrative expenses (total obligations) ———~-. gig $1, 500, 000 


Limitation_____~- oo pace ae ao ai . 1,500, 000 
Comparative summary of obligations by object class 
Estimate, 1959 
| Number | Amount 
Permanent positions 49.0 | $408, 285 
Deduct lapse -- 3.1 25, 090 
Net permanent personnel 45,9 | 383, 195 
Average part-time and temporary personnel 7, 000 
Average employment all personnel ; 15.9 | 390, 195 
Other personal services | 
Regular pay above 52-week base 1, 500 
Overtime and holiday pay | }, 500 
Home’ service transfer allowance 
Payment to other agencies for reimbursable details 
Total personal service 15.9 395, 195 
DIRECT OBLICATIONS 
01 Personal services - _- 395, 195 
02 Travel i), 000 
03 Transportation of things 1, 000 
04 Communication services 15, 000 
05 Rents and utility services j b 40, 750 
06 Printing and reproduction 24, 000 
07 Other contractual services | 
Services performed by other agencies-. -- RRO, 855 
08 Supplies and materials 5, 000 
09 Equipment } 28, 000 
11 Grants, subsidies, and contributions: Contributions to retirement fund 24, 500 
13 Awards and indemnities 
15 Taxes and assessments r 200 
Undistributed 26, 500 
Total obligations 1, 500, 000 


Under legislation now pending in Congress, the Development Loan Fund 
(DLF) program will be administered by a corporate agency separate from 
ICA rather than under ICA, as has been the case in fiscal year 1958. For fiscal 
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ear 1959 the administrative expenses of the DLF will be paid from the funds 
the DLF rather than, as in fiscal year 1958, from the general mutual security 
administrative expenses appropriation under section 411 (b) of the Mutual 
Security Act of 1954, as amended. It is proposed that the appropriation act 
set a limitation of $1.5 million on administrative expenses of the DLF in fiscal 
year 1959. 
SUMMARY HIGHLIGHTS 


Under legislation now pending before Congress, the DLF program in fiscal 
year 1959 will be administered separately from ICA, rather than under ICA 
as has been the case in fiscal year 1958. 

A key to appraising the administrative expense requirements of DLF is the 
flow of incoming applications and inquiries. They represent a workload factor 
that is relatively constant and will not necessarily be affected by the final de- 
termination of the Congress on the amount of money appropriated for additional 
loans. In this context, from January 1958, through April 15, 1958, 330 appli- 
vations were received with a total dollar value of $1.9 billion. In addition 
to these 330 applications another 600 inquiries have been handled from United 
States and foreign business people which have been too general in nature to 
have been tallied as applications. The same ratio of inquiries to applications 
is anticipated during fiscal year 1959. 

To meet this volume of work, DLF plans to make maximum use of the re- 
sources of other agencies and will attempt to keep its own level of employment 
to about 50. Rather than attempt a distinction by setting up a category of DLF 
administrative expenses at $685,000 and listing the balance of our expenses as 
an operating expenditure of $815,000, the 2 categories have been combined so 
that the Congress can get a unified presentation of the total DLF requirement 
and can have an opportunity to establish a ceiling covering the whole program. 

Thus, all the expenses chargeable to DLF will be found within this document. 
ICA and other agencies who will be providing DLF with services that are essen- 
tial for its operations will not seek funds in their individual presentations to 
the Congress for their own administrative expenses in servicing DLF. 


GENERAL 


The DLF is engaged in making loans, and in carrying out other financing 
transactions (other than grants and purchases of equity securities), to or with 
foreign governments and private American and foreign firms for purposes of 
projects and operations which will promote economic development in the less 
developed areas of the world. It provided financing on the basis of careful 
evaluation of specific proposals for financing, and after determining that the 
proposal is technically and economically sound, that financing is not reasonably 
available from other public and private sources, and that the activity for which 
financing is requested will promote the development of the foreign country con- 
cerned. 

The adminisration of this program involves evaluating, from the technical, 
financial, and economic standpoint, specific proposals for financing; securing and 
reviewing engineering plans, financial data, and other information necessary for 
such evaluation, normally involving frequent interchanges with the applicant: 
recommeding approval or disapproval of such proposals, and justifying and docu- 
menting each such recommendation; developing the terms and implementation 
arrangements for approved loans and other transactions ; negotiating agreements 
for loans and other transactions: assuring, through such measures as inspection, 
andit, and end use checking. effective implementation of loans and other financing 
transactions in accordance with the terms of applicable agreements; fiscal ad- 
ministration of loans and other transactions; development of techniques for 
promotion of private investment and participation, for strengthening local de- 
velopment banks, for uses of local currency, etc.; developmental use of tech- 
niques such as deferred participations, convertible debentures, contingent in- 
terest bonds, negotiable securities, guaranties, etc.; preparation of reports for 
Congress and others and preparation and presentation to Congress of legis 
lative proposals ; normal agency administrative and housekeeping responsibilities : 
and other functions. 

The estimated administrative expenses of the DLF will be incurred in carry 
ing out these various responsibilities. 

Administrative expenses for the Development Loan Fund for the fiscal year 
1958 are being met from the general mutual security administrative expenses ap- 
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propriation under section 411 (b) of the Mutual Security Act of 1954, as amended. 
The DLF requirements for this period have been modest since only 4 minimum 
number of positions was filled and since DLF is relying on ICA for its admin- 
istrative support and for technical and economic analysis supplemented by per- 
sonnel borrowed from the State Department and the Export-Import Bank on a 
nonreimbursable basis. 

For fiscal year 1959 the DLF will be self-supporting. To meet the volume of 
work that is anticipated DLF is establishing a small staff of approximately 50 
people and is planning to acquire on a reimbursable basis extensive services from 
ICA and other organizations relating to technical review and implementation of 
loans as well as other services and as well as general housekeeping support. If 
experience should prove that timely, expert, and economical services are not 
readily available on this basis, this plan will have to be reviewed and consideration 
will have to be given to the recruiting of additional staff. 

In the original planning for the fiscal year 1959 DLF budget a distinction was 
drawn between the regular direct costs of the DLF in administering its functions 
and the costs of technical contractual, reimbursable, and implementation services. 
It was contemplated that only the former costs, estimated at $685,000, would be 
subject to a specific statutory limitation. It is now believed that it would be 
preferable to extend the statutory limitation to cover both categories of expense. 
Accordingly, this budget justification and the proposed limitation are submitted 
on this basis covering both categories of expense. The Bureau of the Budget has 
approved this basis of presentation, although it has not reviewed the specific 
figures in this document. 

Lacking direct experience data because of the newness of the program, relative 
cost factors of the International Cooperation Administration and the Export- 
Import Bank have been drawn upon in developing the DLF administrative budget. 


SCOPE OF DLF OPERATIONS 


As of April 15, 1958, the DLF staff had received a total of $1,963 million in 
applications. Of this total, $228.966,000 in applications were dropped from con- 
sideration : $1,582 million in applications are under review ; $51,650,000 in applica- 
tions have been approved by the DLF loan committee, and letters of advice to 
borrowers are pending. One letter of advice has been issued which relates to 
the $75 million loan to the Government of India. 

The following listing summarizes the status of proposals as of April 15: 


I i les li es ci one ear aria hn bebe aeeien aie ion $126, 650, 000 
Funds administratively earmarked______._-__~_ a ae oa 25, 000, 000 
EID MAIREAD OER RA CEO CRUD sas ce terendices a eee rennin ne erchétennene 1, 582, 434, 000 
Proposals no longer under consideration___._____-.___---____-__--~ 228, 966, 000 


cscireniithsiiivianD vec iencuntetminci nines thas ieee 1, 963, 050, 000 


During fiscal year 1959 it is estimated that $1 billion in additional proposals 
will be received, bringing the fiscal vear 1958 and fiscal year 1959 total to ap- 
proximately $3 billion. It is further estimated that about 75 loans will be 
approved in fiscal year 1959 with a dollar value of approximately $575 million. 

A further index of workload stems from the fact that while $1.9 billion in 
proposals received to April 15, 1958, originated from 330 applications, an addi- 
tional 600 inquiries have been received from United States and foreign business 
people which have been general in nature and have not been tallied as applica- 
tions. It is anticipated that the same ratio of inquiries to applications will 
continue during fiscal year 1959. 

The estimates cited above are based on the experience of only 4 months of 
full operation of the DLF. These months have been characterized by a con- 
stantly increasing volume of applications and inquires which may suggest the 
possibility that these initial estimates may prove overly conservative. 


Total proposals studied 
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The following table indicates the magnitude of estimated DLF operations in 
fiscal year 1959: 
Development Loan Fund operations 


Fiscal year 1959 


estimate 
Loans.___~- wa------------------------—----------------------- $463, 500, 000 
Cee Geberial Cranenenous..... 66> sense oe 35, 000, 000 
SOI 5h oie ee eae eee 1, 500, 000 
sts Ceiidnnicrsisdheantpscarinbaattiliaals tan teluibdadanidlvideansaaesaheraanesiahodaia a tuekie 500, 000, 000 
Amount becoming available: 
Cree SGMRs TOME WOE RU sisi sects naccnmneasienctcssannioinns cise 175, 000, 000 
Appropriation_________ sterile ncaa mnahs asiretieeas eve pemiaeenachaes ooeee eee 625, 000, 000 
Collection of loans (United States dollars)_.-_____ $69, 375 
re Cr a 855, 625 
a 925, 000 
Interest on loans (United States dollars)_._____ 321, 750 
ePID, CCI oS 3, 968, 250 
a 4, 290, 000 
Reecipts. from other tranenctions........: 5s 700, 000 
NT ane tite iid sl ntti ct titi ein iting 2 tae 805, 915, 000 


METHOD OF OPERATION 


The responsibility for the management of the Development Loan Fund under 
legislation now pending before Congress is vested in a Board of Directors con- 
sisting of the following: 

The Deputy Under Secretary of State for Economic Affairs; 

The Chairman of the Board of Directors of the Export-Import Bank; 

The United States Executive Director on the International Bank for 
Reconstruction and Development ; 

The Director of the ICA; 

The Managing Director of the Development Loan Fund. 

The Board will establish loan policy and provide other guidance for the 
fund. Its composition will assure coordination with other Government lending 
programs and economic assistance activities. 

Duplication of the activities of other agencies will be avoided by keeping the 
staff of the fund small. It will continue to rely on other Government agencies 
to perform the many services which they are now competent to provide. How- 
ever, the fund will have suflicient staff to permit independence of judgment in 
applying the criteria laid down by the Congress and the Board of Directors. 

Thus, the fund will have no personnel abroad but will rely on the United 
States operations missions and embassies to receive applications, answer ques- 
tions of interested parties, help applicants in preparing proposals and supply 
such information as the fund may request. The advice of ICA and the Export- 
Import Bank will be sought on the economic, financial, and technical aspects of 
proposals. In the event that existing agencies are not able to provide the 
required analysis, the fund will also use the services of consulting engineering 
firms from time to time. The Export-Import Bank will provide the same services 
which it now performs for the ICA in the administration of loans. 


25164--58 St) 
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DETAILS OF ESTIMATES 


01 Personal services ($395,195) 
The following summary, together with the detail in annex A, relates to 
personal services : 


Development Loan Fund staffing, fiscal year 1959 





Office Professional Clerical Total 
enn mammmnin EPITOCGOE |... 2 0c. ce cncnsinksosanmas 2 5 
Office of General Counsel. ---__.._-_-- Kepdkmnliuinammaete einen 3 
Office of Secretary ___ 4 11 
Office of Deputy Managing Director for Finance and Dev elop- 
ment. . 4 7 
Office of Deputy Managing ‘Director for Loan. Oper ations__._.| 12 21 


Roe Lo at Sips caw eubenecncaeat 25 | ay 49 


OFFICE OF THE MANAGING DIRECTOR 


The Office of the Managing Director is responsible for the general manage- 
ment of the DLF staff. The Managing Director is a member of the DLF Board 
of Directors and participates actively in interagency policy meetings related 
to the program. 

OFFICE OF THE GENERAL COUNSEL 


This office is responsible for all legal services and advice with respect. 
to the operations of the DLF, including consultation on legal aspects of loan 
proposals and financing arrangements, participation in loan negotiations, as- 
sistance in drafting and review of loan agreements and related security instru- 
ments and other documents, and interpretation of legislation and agreements. 


OFFICE OF THE SECRETARY 


This office provides corporate secretary services for the Board of Directors; 
general secretariat services for the DLF staff; overall management services 
including administrative and program budget functions; and such internal re- 
ports, statistics and controls as may be necessary to effective management. 


OFFICE OF THE DEPUTY MANAGING DIRECTOR FOR FINANCE AND DEVELOPMENT 


Headed by the senior deputy managing director, this office will be responsible 
for the development of the fund’s financial practices and program. Its work- 
load will include advising on loan terms and conditions; developing the annual 
financial requirements and program of the fund; and serving as the main liaison 
with private industry and investors and advising on the availability of private 
funds: as well as the development of special programs involving such matters 
as local development banks, the integration of technical assistance with fund 
activities, and the uses of local currencies. 


OFFICE OF THE DEPUTY MANAGING DIRECTOR FOR LOAN OPERATIONS 


The Office of Loan Operations will have three subunits under the Deputy 
Managing Director for Loan Operations. 

In the Loan Operations staff seven loan officers with area assignments under 
the chief of the unit will review applications and investigate the economic and 
financial aspects of the applications: they will also be responsible for analysis 
of the international financial and economic conditions of each of the countries. 
They will coordinate the development of recommendations as to terms and 
conditions of each loan. In carrying out these functions. review of a great deal 
of pertinent material and many conferences and telephone conversations are 
required, and a great deal of correspondence is handled. 

The technical supervisor will assure that a competent technical review of 
loan applications is made, and give general administrative direction to such 
review. He will call on the technical services of ICA, the Export-Import Bank 
and other Government and private technical resources in the hope that it may 
not prove necessary to build up a sizable DLF technical staff. 
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The loan implementation staff will be responsible for processing proposals 
which have been approved by the DLF Board of Directors. It will prepare 
submissions to the NAC and letters of advice to borrowers; prepare draft loan 
agreements ; and work out with ICA and the Export-Import Bank the procedure 
for disbursement of loans and collection of repayments. 

02 Travel, $50,000 

The Development Loan Fund will be financing projects in the less-developed 
areas of the world, particularly in the countries of the Near East, Far East, 
Asia, and Africa, with some activity in South and Central America. In some 
of the countries in which projects will be financed, ICA overseas missions do 
not or will not have the technical staff to provide the necessary field services. 
The experience of the Export-Import Bank indicates it will be necessary for 
representatives of the DLE to travel extensively to the countries to make sur- 
veys, on-the-spot decisions, and to keep the members of the Board advised of 
local conditions. Furthermore, at least one member of the staff will probably 
be required to attend the ICA and other regional conferences to discuss matters 
pertaining to the DLF. 

Lacking any experience data on fund activities, we have estimated that each 
loan officer will be required to make two trips per year. It will also be neces- 
sary for the Managing Director, the Deputy Managing Directors and other senior 
staff to visit certain countries or areas in connection with particular problems 
or projects. The total estimate is lower proportionately than that of the 
Export-Import Bank since the services of the ICA missions and the embassies 
will be utilized. 

Domestically, it will be necessary for the Managing Director and his senior 
officers to make a number of trips to financial centers on matters having to 
do with relationships with banks and fund financing of private enterprise 
projects. 


03 Transportation of things, $1,000 
This estimate assumes shipment of ore samples, test equipment, ete., in 
connection with certain loan applications. 


04 Communication services, $15,000 


This request is for a proportionate share of ICA telephone, telegraph, commer- 
cial cable, postage, and mailing costs. 
05 Rents and utilities, $40,750 

This request provides for the space requirements for the projected DLF staff. 
It is based on the average cost of commercial space, since there is no space avail- 
able at this time which will meet expected requirements. Provision is also made 
in the estimate for the rental of a car. 

06 Printing and reproduction, $24,000 

It is expected that the printing and reproduction costs chargeable to adminis- 
trative funds will run somewhat higher than the Export-Import Bank average, 
but somewhat, lower than ICA. This estimate is based on ICA cost factors, and 
covers the estimated costs of letterheads and envelopes, reports to Congress, 
congressional presentation, reproduction of documents, etc. Not included is the 
reproduction cost of those documents directly related to loan activities. 

97 Contractual services, $889,855 

Except for $4,355 for miscellaneous contractual services, like maintenance of a 
leased metor vehicle and certain building services not furnished by GSA, the 
remainder. of this total represents reimbursement to other agencies and organi 
zations for services incident to the review, administration, and implementation 
of loans, as well as general administrative support. This course has been taken 
as an alternative to building up a large technical and administrative staff within 
the Fund. A summary explanation of the items under this heading follows; a 
fuller explanation is carried in annex B. 

(a) ICA Controller services relating to accounting, financial reporting, review 
of financial documentation, and disbursing, auditing, and end-use checks in 
Washington and the field, as appropriate, $375,000. 

(b) Technical review of projects in Washington and the field by ICA and 
other Government and private organizations to determine the engineering feasi- 
bility and advisability; adequacy of outside investigations concerning such 
Inatters as the suitability of project sites, availability of raw materials, trans- 
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portation, and plant services; and review of engineering design, field construc- 
; tion, and project operations, $325,000. ? 

(ce) Export-Import Bank loan administration services in recording repayments, 
notifying borrowers and ICA auditors of the status of repayments and related 
recordkeeping, $10,000. 

(d@) GAO auditing services, $20,000. 

f (c) Services by ICA, State, and other Federal agencies for general housekeep- 

j ing services, such as payrolling, security investigations, health-service facilities, 

equipment repair, and contributions required by the Federal Insurance Contribu- 

tion Act, $138,000. 
(f) GSA guard services, $17,500. 


08 Supplies and materials. $5.00 


This estimate for expendable supplies (stationery supplies, gasoline for the 
i motor vehicle, etc.) is based on an ICA cost factor. 


. 

t 09 Equipment, $28,000 

5 As of the close of fiscal year 1958, the DLF will have the furniture and equip- 

' ment for a staff of 30 people. It is assumed that this equipment will be trans- 

é ferred without cost as a part of the charges against the fiseal year 1958 appro- 
priation. The estimate for fiscal year 1959 includes equipment for 19 additional 

i people. It will also be necessary to procure typewriters, a spirit dupticator, a 

: photocopying machine, 12 lock-bar files, 2 calculating machines, 6 adding ma- 


chines, and 2 dictating and transcribing machines, in addition to other miscel- 
laneous equipment. 


11 Grants, subsidies, and contributions, $24,500 


This amount represents the contribution required under the Retirement Fund 
Contribution Act (Public Law 854, sec. 4 (a), approved July 31, 1956). 


15 Taxes and assessments, $200 


This estimate is to cover social-security contributions for employees who will 
not be subject to the civil-service retirement system. 


Undistributed, $26,500 


The foregoing administrative-expense estimates are conservative, and are 
based on the inadequate experience data that arises out of only 4 months of 
operation. A characteristic of this period has been a sharply rising level of 
loan proposals and inquiries. 

With this consideration in mind, it appears prudent to establish for 1 year 
only a small sum for use on a contingency basis when, and if, a sudden need 
arises which it was not possible to forecast because of the limitations of experi- 
ence data. Illustrations of the types of needs for which these funds might be 
drawn are as follows: 

Adding an additional loan officer and secretary to the Office of Loan Opera- 
tions if the number of inquiries and applications continue to rise above the 
level the present staff can handle. 

Adding an additional engineer to the 1-man office of the Technical Super- 
visor should the workload here prove more than 1 man can meet. 

Increasing the ratio of secretaries to professionals in the Office of Loan 
Operations to a ratio comparable to Export-Import Bank and International 
Bank for Reconstruction and Development if DLF experience parallels that of 
these other institutions. 

Engaging a consultant in the field of banking and investment to study, on a 
short-term basis, DLF’s possible utilization of standard commercial-banking 
techniques in loaning funds in the private sector. 


ANNEX A 
ADDITIONAL INFORMATION ON PERSONAL SERVICES 


OFFICE OF THE MANAGING DIRECTOR 


The Managing Director is charged with the overall responsibility for the 
administration and operation of the Fund. He is a member of the DLF Board 
of Directors, and participates actively in interagency policy meetings related 
to this program. The Managing Director meets with ambassadors, Cabinet 
members of foriegn governments, and with high officials of American and foreign 
business organizations and banks. 
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In his immediate office he has one special assistant. The total staffing plan 
for the Office of the Managing Director is 2 professionals and 3 secretarial and 
clerical personnel. 

OFFICE OF THE GENERAL COUNSEL 


The General Counsel, as chief consulting officer on legal matters, will be con- 
cerned with the legislation and legislative history and its interpretation, and 
with the liaison with ICA and the Export-Import Bank on matters pertaining 
to the legal aspects of loans and loan negotiations. He will participate in the 
drafting of loan agreements and other supporting documents, and will partici- 
pate in loan negotiations. He will advise on legal phases of the administration 
and operation of the DLF; he will review and comment on other legislation 
affecting the DLF, assist in hearings before the congressional committees, and 
advise on relationships with other agencies. He will be called upon to comment 
on legal aspects of applications, particularly with respect to corporate struc- 
tures, financial plans, etc. 

In performing these functions, a staff of 3 professionals and 2 secretaries is 
planned. 

OFFICE OF THE SECRETARY 


The secretary will serve as corporate secretary, and will be responsible for 
the minutes and official corporate records. He provides secretariat services 
to the DLF and acts as secretary to the Board of Directors. He is responsible 
for the preparation of agenda, briefings, minutes, and coordination of all perti- 
nent documents. He will prepare the official resolutions of the Board, author- 
izing the loans and setting forth the general terms and conditions to be incor- 
porated in the agreement; he is responsible for formulating and coordinating 
major policy decisions of the Board and following up on implementation: he 
is the clearing point of all communications to and from the Managing Director: 
he serves as a ready source of information and service to the Manager and the 
operating staff on a complete range of Fund activities; he makes a preliminary 
review of all loan applications to assure conformity with Development Loan 
Fund instructions; he develops a monthly forecast of obligations and disburse 
ments. He will be responsible for the preparation and management of the 
administrative budget, and for internal reports, statistics, and controls necessary 
to effective management. 

The Secretariat officer will serve as the secretary’s assistant on all matters 
pertaining to the corporate secretary function; and will be resnonsible for all 
committee documents, for maintaining current records reflecting information on 
all proposals and their status, for assisting in drafting the information memo- 
randums to the Board of Directors and to the staff. as indicated: for receiving 
and summarizing all loan applications, assuring that information requested 
has been received and for preparing letters of acknowledgement, requests for 
additional information, etc. 

The budget officer will be responsible for financial planning, including such 
matters as relating requirements to fund availabilities, anticipating needs for 
apnportionments, and for developing program budget requirements, forecasting 
obligations, expenditures, ete. He will prepare the regular financial operating 
statements. He will also develop the administrative budget, and be responsible 
for the management of the administrative expense appropriations. In this 
capacity, he will be the liaison with ICA and other agencies on matters per- 
taining to the use of administrative funds. 

The administrative offiver provides all administrative back-stopping for the 
DLF staff including personnel, space, travel, office procedures: assists in prep- 
aration of contracts for contract personnel and services: maintains controls on 
overtime, consultant man-days, and travel for DLF; assists consultants in all 
phases of administrative detail and personally handles various confidential 
assignments of a novroutine nature; and serves as liaison with ICA on ad- 
ministrative support matters. 

A staff of 4 professionals and 7 clerical administrative employees are planned 
for the Office of the Secretary. This latter grouping includes messengers. 


OFFICE OF THE DEPUTY MANAGING DIRECTOR FOR FINANCE AND DEVELOPMENT 


The Deputy Managing Director for Finance and Development. who will serve 
as the senior Denuty Managing Director, will be responsible for the develop- 
ment of the Fund’s financial practices and program. As such, he will advise 
on loan terms and conditions, on the use of special financing techniques such 


| 
; 
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as convertible debentures, contingent interest bonds, etc., and one the use of 
guaranties and deferred participations. He will be responsible for the -promo- 
tion of private enterprise participation and for bringing to bear on the Fund’s 
operations generally, information on the availability of private capital in the 
United States and the free world. He will also be responsible for the develop- 
ment of special programs, involving such matters, for example, as local develop- 
ment banks, the integration of technical assistance with Fund activities, and 
the uses of local currency. He will also be responsible for assessing the finan- 
cial and economic success of the Fund’s operations, for developing the annual 
financial requirements and program of the Fund, and for taking the lead in 
preparing the Fund’s annual presentations to the Bureau of the Budget and 
the Congress. He will consult with other United States agencies, and private 
investors and banking institutions on such matters; he will participate regu- 
larly in the meetings of the Board of Directors, and he will consult with high- 
ranking officials of other countries. 

The development officers (2) will assist the Deputy Managing Director in 
earrying out all his responsibilities, with the exception of those concerned with 
private enterprise promotion and participation. 

The private enterprise officer will be the main liaison with private industry 
and investors in the United States and overseas, both for servicing requests and 
spreading knowledge among key industrial and investment groups and indi- 
viduals. He will consult with trade and industry associations, investment and 
commercial banks, and private industry representatives. He will review proj- 
ects from the private enterprise point of view and will act as adviser on the 
availability of private funds. 

A staff of 4 professionals and 3 stenographic and clerical employees is planned 
for the Office of Finance and Development. 


OFFICE OF THE DEPUTY MANAGING DIRECTOR FOR LOAN OPERATIONS 


The Deputy Managing Director for Loan Operations, as the principal opera- 
tions official of the DLF, will be responsible for the economic, financial, and 
technical analysis and evaluation of applications; for the final recommendations 
to the Managing Director as to actions to be taken; for the preparation of loan 
justifications to the Board of Directors; for supervising the preparation of loan 
agreements and the conduct of negotiations; for insuring the effective admin- 
istration of loans; and for insuring the necessary coordination with other pro- 
grams in the foreign assistance field. In this capacity he will be working 
closely with the senior officials of ICA, the Department of State, the Export- 
Import Bank, the International Bank for Reconstruction and Development; 
with officials of foreign governments, and with representatives of private enter- 
prise, both here and abroad. 

In carrying out his responsibilities he will be assisted by a Chief of Loan 
Operations, by a broad-gage technical specialist, and by a Chief of the Loan 
Implementation Staff. 

The Chief of Loan Operations, assisted by seven loan officers, will have the 
prime responsibility for reviewing and evaluating each loan application to deter- 
mine its contribution and relationship to the economic development of the 
country, to appraise the financial structure and proposed management, and to 
determine the prospects of repayment; for determining the availability of 
financing from other public or private sources; for assuring that basie surveys 
or other source data are adequate and reliable, for coordinating the comments 
of other interested offices; for recommending terms and conditions of the loan, 
and for preparing the recommendations to the Board of Directors. 

It is contemplated that a loan officer and a technical specialist will operate 
as a two-man team in reviewing requirements for additional information from 
the borrower. 

The Technical Supervisor will be a broad-gage generalist who can assure 
that a competent technical review is made; give general administrative direc- 
tion to such review; and if time permits perform certain analyses himself. He 
will call on the technical services of ICA (both in Washington and in the field) 
and the Export-Import Bank, and as appropriate the technical facilities of other 
government agencies. He may, for example, call on the Bureau of Public Roads 
or the Public Health Service to survey the technical aspects of proposals under 
consideration. He may also arrange for the employment of private consulting 
and engineering firms. He will, however, be responsible for the adequacy of 
the review, for evaluating the findings, and for making judgments with respect 
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to the technical aspects of the applications. If all necessary engineering and 
other technical services can be obtained from these sources, he will not need 
a technical operational staff. However, this may require review if timely, ex- 
pert, and economical services are not readily available. 

When the DLF Board of Directors acts favorably on a proposal, the Loan 
Implementation Staff of the Office of Loan Operations will then prepare a sub- 
mission to NAC, and a draft letter of advice to the borrower. When this is 
accepted, a loan agreement designed for the particular project is drafted by this 
staff. This unit also works out with ICA Controller’s office and the Export- 
Import Bank the procedure for the disbursement of the loan and collection of 
repayments. These ICA Controller and Export-Import Bank services are 
provided DLF on a reimbursable basis. 

To meet the workload of the Office of Loan Operations a total staff of 12 
professionals and 9 stenographic and clerical personnel is planned. 


ANNEX B 


ADDITIONAL INFORMATION ON REIMBURSEMENTS 


The annex amplifies the description on pages 9 and 10 of the services to be 
provided to DLF for the $885,500 listed for reimbursements within the 07 
object classification for contractual services. 

With reference to paragraph (a) the ICA Controller services relating to 
accounting, auditing, and loan implementation for which $375,000 is sought, 
the following kinds of services will be provided : 

(1) Develop and maintain an accounting system for DLF including general 
ledger and individual loan ledger accounts and insure that such accounting 
system is consistent with the requirements of the Government Corporation Con- 
trol Act. 

(2) Maintain the official accounting records controlling fund availability for 
DLF obligation purposes and validate proposed obligations as to fund avail- 
ability. 

(3) Review proposed letters of advice, loan agreements, and other obligating 
documents prior to issuance from the standpoint of technical adequacy of dis- 
bursement and repayment provisions. 

(4) Record payments under loan agreements and notify Export-Import Bank 
accordingly. 

(5) Prepare external financial reports as required by the regulatory agencies 
and internal financial reports as necessary for financial management purposes 
and as requested by DLF. 

(6) Conduct an administrative audit and certify for payment vouchers sub- 
mitted for disbursement of DLF funds. 

(7) Conduct periodic audits of contractors’ operations under the terms of 
DLF financed contracts. 

(8) Develop an appropriate program for the field review and observation of 
DLF financed projects. 

(9) Develop methods for the financial implementation of DLF loans. 

(10) Arrange for and issue letters of commitments to banks and maintain 
liaison with banks relative to such letters of commitment. 

(11) As requested, arrange for advance and progress payments and guaranties 
thereof. 

(12) Review expenditures under DLF loans to see that such expenditures 
were in accord with agreed upon standards applicable to procurement and 
prices 

With reference to paragraph (b) of page 9 the technical review of projects 
in Washington and the field by ICA and other Government and private organ- 
izations, the following kinds of services will be provided for the $325,000 which 
is scheduled under this heading: 

(1) Preliminary review of loan application to determine adequacy of infor- 
mation 

(2) Drafting of communication to applicant, where necessary, to provide 
detail required. 

(3) Provide technical personnel in Washington, or the field, to confer with 
the applicant where necessary. 

(4) Employ specialized personnel, when required, for evaluation of an appli- 
cation for technical competences not readily available in Government agencies. 
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(5) Provide technical personnel for consultations with engineering staffs of 
other institutions when DLF is loaning funds in participation with another 
institution. 

(6) Develop recommendaitons relating to the engineering feasibility and 
advisability, adequacy of outside investigations concerning such matters as the 
suitability of project sites, availability of raw materials, transportation, and 
plant services, and review of engineering design, field construction, and project 
operations. 

(7) Technical audit of the operations of the project. 

With reference to paragraph (c), the Export-Import Bank loan adminis- 
tration services for which $10,000 is sought. The following kinds of services 
will be provided : 

(1) Maintain custody of notes and contracts. 

(2) Make computations of interest and principal payments due and notify 
borrower. 

(3) Maintain card records on all DLF loans. 

(4) Transfer DLF remittances to the Treasury and notify ICA controller 
of repayments. 

With reference to paragraph (d), an estimate of $20,000 has been developed 
for the GAO audit for fiscal year 1959. The GAO audit is required by the Cor- 
poration Control Act. 

With reference to paragraph (e), reimbursement of $138,000 to ICA, State, and 
other agencies for general administrative support, the largest items are $100,000 
to ICA and $15,000 to State for administrative support. Both estimates are based 
i on a proportionate share concept rather than a concept of additional expenses. 

The services to be provided under this arrangement cover the full range of ad- 
ministrative support, including switchboard, payroll, travel arrangements, re- 
production, personnel, records management, library, building services, passports, 
public reports, and statistical services. 

Other items relating to this charge include security investigation of DLF per- 
sonnel which range from an average of $265 by the Civil Service Commission to 
as high as $632 for certain special investigations by the Federal Bureau of In- 
vestigation. This estimate also includes such things as health service from the 
Department of Health, Education, and Welfare, statistical information from the 
Department of Commerce in the field of private enterprise; motor pool, trucks, 
space adjustments, mechanics, laborers and other like services from the Gen- 
eral Services Administration, and the DLF contribution required by the Federal 
Insurance Contribution Act. 

Paragraph (f) relates to an estimated $17,500 reimbursement to the General 
Services Administration for 2 night shifts of guards during weekdays and 3 shifts 
of guards during weekends and holidays. 

Based on ICA cost estimates, $4,355 will be required for miscellaneous con- 
tractual services such as garaging, repairs, and maintenance of a leased motor 
vehicle, building services not obtained from GSA, and the like. 


COST OF WORK FURNISHED BY OTHER AGENCIES 


Mr. Wiccieswortn. I have one other request. I wish you would 
furnish for the record for each of the agencies referred to in annex B 
of the budget estimates, the number of personnel and the cost of the 
personnel that you anticipate on which the request for each of the other 
agencies is based. 

Mr. Perry. Yes, sir. 

Mr. WiceiEswortH. You can do that; can you not? 

Mr. Perry. Yes, sir. 
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(The information requested follows :) 


ADMINISTRATIVE EXPENSES, DEVELOPMENT LoAN FUND 


Estimated fiscal year 1959 salary costs and man-years of employment under 
““07—Other Contractual Services” 


























| 
| Salaries 
Service to be performed a 2s ___| Other costs Total esti- 
| mate 
Man-years | Salaries 

(a) Comptroller services (ICA). i 39.3 } $239, 730 $135, 270 $375, 000 

(6) ‘Technical review: | 
ICA 9.2 76, 300 198, 700 275, 000 
Other j 50, 000 50, 000 

(c) Export-Import Bank loan administrative | 
services and GAO auditing services_ 4.5 | 30, 000 30, 000 

(d) Other services: | 
ICA administrative services j 11.0 | 68, 700 31, 300 100, 000 
Other 5 7.0 | 25, 000 34, 855 49. 855 
allt 2a Ole 71.0 | 439, 730 | 450,128 | 889, 855 


Mr. Wiceieswortu. That is all, Mr. Chairman. 
Mr. Passman. Thank you, Mr. Wigglesworth. 
Mr. Ford, do you have any questions ? 


REDUCTION IN LIMITATION ON ADMINISTRATIVE EXPENSES 


Mr. Forp. As I understand it, the budget estimate we are consider- 
ing is a limitation of $1.5 million against an anticipated availability of 
the Development Loan Corporation of $625 million for fiscal 1959? 

Mr. Perry. That is correct, sir. 

Mr. Forp. Is there any necessary relationship in this limitation to 
the total that might be made available? In other words, assuming, 
that the Congress should make the $500 million available, should not 
there be a corresponding reduction in the limitation ? 

Mr. Perry. The estimate was based upon a level of obligations that 
we anticipate achieving during the coming year, the number of loans 
we anticipate making, and the number of loans we would have on our 
books for administration. If the level of obligation is lower, there 
might be some reduction possible, although not on a pro rata basis, be- 
cause you still need to have a certain minimum area of coverage, no 
matter what your level of activity is. 

Mr. Forp. So there is not necessarily any direct connection ? 

Mr. Perry. No. It is really the number of loans which is the con- 
trolling factor. 

Mr. Forp. The figure for anticipated wages or salaries is $395,195; is 
that right ? 

Mr. Perry. Yes, sir. 

Mr. Forp. The total personal services requested within the limitation 
is what amount ? 


. 
. 


Mr. Morpry. $395,195. That is for the manager’s office, and there 
will be personal services in the .07 item which is reimbursements to 
other agencies. 
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Mr. Forp. Have you any idea how much that would be? 
Mr. Perry. This is the figure that we are going to work up. We do 
not have it now. 


SESS 


PAY INCREASE 


Mr. Forp. I assume that none of these figures, either the total per- 
sonnel service figure or the personnel figures in the .07 account, have 
included the pay increase legislation that Congress recently enacted ? 

Mr. Perry. No, sir. 

Mr. Forp. What would the average be? Would it be 10 percent in 
these categories ? 

Mr. Perry. For the manager’s office, it would run around $35,000 to 
$38,000. 

Mr. Forp. That relates to the $395,000 plus ? 

Mr. Perry. Yes, sir. 

Mr. Forp. And you do not have any means at this point of giving us 
the figure on the other ? 

Mr. Murpuy. I believe that the personal service factor of the $889,- 
000 will work out to be about one-half or somewhere between $300,000 
and $400,000. Now,.on a 10 percent basis that would be another 
$30,000 to $40,000 for the pay raise on that item. 

Mr. Forp. Predicated upon that action taken by the Congress, sub- 
sequent to the submission of this document, there would be in the range 
of about $70,000 more in pay for services in the two categories? 

Mr. Murpuy. Than was anticipated ; that is correct. 

Mr. Forp. But, it is not reflected in this submission ? 

Mr. Moureny. No, sir; it is not. 

Mr. Perry. I should like to correct the record. The $1.5 is not a 
limitation against the appropriation of $625 million. It is a limitation 
against the total assets of the Fund which would include the proposed 
appropriation of $625 million, plus any carryover from the previous 
year programs, any collection of interest and principal, and it is a 
limitation against all of the fund availability. 

Mr. Forp. All the availability ? 

Mr. Perry. Yes, sir. 

Mr. Anprews. That figure is on page 4, is it not? 

Mr. Perry. Yes, sir. 

Mr. Passman. The Fund’s current assets consist solely of the money 
that has been made available by the Congress? 

Mr. Perry. Yes, sir. 

Mr. Passman. Consequently, that expenditure will have to operate 
out of United States dollars appropriated ? 

Mr. Perry. Yes, sir. 


BASIS FOR ESTIMATE FOR 1959 


Mr. Miuier. Your administrative expenses are predicated—the 
estimate is predicated—on the assumption that the legislation now in 
the mill will go through and it will be a corporation form of endeavor ; 
is that right ? 

Mr. Mureny. Off the record. 

(Discussion off the record.) 
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Yes, sir. The answer to your question is “Yes.” 

Mr. Minter. You predicated it on the assumption that that would 
become law ¢ 

Mr. Murpny. Yes, sir. 

Mr. Mutter. And on the other hand, all of your past experience— 
and it has been quite limited—has been during the past year when 
there was no cor} oration ? 

Mr. Perry. That is correct, sir. We have been a part of ICA this 
year, and we have been responsible to the Director of the ICA. 

Mr. Miuuer. So, there is actually no realiy comparable past ex- 
perience on which to base your present estimate ? 

Mr. Perry. That is correct. 

Mr. Mictrr. You have to do it entirely on a new formula ? 

Mr. Murreny. We are basing it on the experience of the agencies who 
are going to render the services, Mr. Miller; for example, ICA in 
making up its budget for services to be performed for DLF used 
the same experience factor in making the budget as it had in its own 
operation, and for which we really have no reason to expect a deviation. 

Mr. Mixter. In other words, you have met the proposition by esti- 
mating the costs that have been contributed for the functions that will 
be performed for the corporation, but which have been performed in 
the past by personnel on loan. 

Mr. Murrny. Yes, sir. 

Mr. Mititer. And your estimates are practical insofar as you could 
not anticipate that these functions can be done for more or will cost 
any more or can be done for less than they were before you were a 
corporation ¢ 

Mr. Perry. That is right. 

Mr. Murpeuy. But there is one qualification, and that is by doing 
it on a reimbursable basis, the DLF has the opportunity of availing 
itself of the overhead structure of ICA without duplicating it. ICA 
and other agencies which are being reimbursed for out-of-pocket 
expenses only. 

To the extent that they can absorb the workload in their supervisory 
structure, they do so without charge to DLF. 

Mr. Mittrr. Therefore, if you proceed in the next fiscal year as a 
a corporation, you would pay directly for services that in the past you 
have not had to pay fully for, is that correct ¢ 

Mr. Perry. That is correct. 

Mr. Murrny. And some of which have not had to be performed. 

Mr. Miutier. With respect to the functions that you have not per- 
formed as yet, and have no background or experience, do I understand 
that you have taken the experience of the Export-Import Bank and 
similar Government corporations and used their experience as your 
guidelines for establishing this operation ? 

Mr. Mourrny. For services to be performed by the Export-Import 
Bank, the answer is “Yes; we have used the Export-Import Bank 
experience factor.” For services performed by the ICA or State or 
GAO, we have used their experience factor. Therefore, the DLF 
budget is a composite of the services to be bought based upon the 
factors of the agencies from which they are to be bought, plus the 
manager’s office expense, based on our knowledge gained in 1958. 
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Mr. Mitter. But, so far as the management expenses are concerned, 
they will not be bought in the future, but you will supply them for 
yourself ? 

Mr. Mourrny. That is correct. 

Mr. Miter. That is all. 

Mr. Anprews. Mr. Chairman, I have just one other question. 


COLLECTION OF LOANS 


On page 4 I would like an explanation of the items shown at the 
bottom of the page: Collection of loans, $69,375, and $855,625, in 
foreign currencies, for a total of $925 000, and then the next item of 
$321, 750 interest on loans in United States dollars, and $3,968,250 in 
foreign currencies for a total of $4,290,000. 

When do you expect to make those collections ? 

Mr. Perry. They will commence next year. 

Mr. Anprews. From loans you have already made? 

Mr. Perry. That we are making this year; yes, sir. 

Mr. Passman. Will the gentleman yield? 

Mr. Anprews. Yes, sir. 

Mr. Passman. In soft currencies? 

Mr. Perry. The loans will be repayable in either dollars or foreign 
currencies or a combination of the two. 

Mr. Passman. Under the development loan program ? 

Mr. Perry. Yes, sir. 

Mr. Passman. Please state the countries with which there is now 
agreement for repayment in hard dollars and state also whether or 
not it is optional for the countries to pay in dollars or in soft 
currencies. 

Mr. Perry. The loan agreement specifies whether the repayment 
would be in dollars or in local currencies. 

Mr. Passman. Let us have a list of all the countries in that category 
that borrowed from the Development Loan Fund. 

Mr. Perry. May I furnish that for the record, please? 

Mr. Passman. You have made the statement, and we should like to 
have an example of what nation receiving a loan is going to start paying 
so quickly in dollars. 

Mr. Perry. Let me check this for a minute, sir. We have not been 
issuing publicity or making it a matter of public record until we have 
issued a letter of advice. Of the loans on which we have issued a letter 
of advice 

Mr. Passman. You stated some of this money will be coming back 
2 years from now. We want to know what loan you have made under 
this new development loan program that will be coming back to the 
United States in dollars within 2 years. 

Mr. Denton. He said next year. 

Mr. Murreny. You are not insisting that this be put on the record; 
are you, Mr. Chairman ? 

Mr. Passman. Why not? 

Mr. Murrnuy. We arestill negotiating. 

Mr. Passman. You are negotiating, and you will collect in dollars 
on the repayment of loans that you have not even made? 

Mr. Perry. They are under active negotiation. 
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Mr. Murpny. They are well along in the stage of processing. 

Mr. Passman. The funds are not even obligated ? 

Mr. Murpuy. No, sir. 

Mr. PassmMan. How do you know they will be approved ? 

Mr. Perry. They have all been approved by the loan committee. 

Mr. Passman. Are you making some loans of only 1-year duration 

Mr. Perry. No, sir; the maturities vary from 5 years to 15 to 20 
years. 

Mr. Passman. Will you specify five nations to which you are going 
to make loans out of the Development Loan Fund, and with whom you 
have a contract to the effect that they are going to pay them back in 
dollars. beginning next year. 

Mr. Perry. Well, these are loans that have been approved by the 
loan committee. However, we are still going through the National 
Advisory Council on them, and in some cases the country itself has 
not been notified that their application has been approved. But I 
can list the three particular loans I have reference to off the record. 

I would prefer not to make it on the record. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. If you state that you are going to start collecting these 
loans out of the development loan program next year, and you have 
not even issued the check to the borrowing country, are they not going 
to start repaying rather quickly ? 

Mr. Anprews. I note that $5.2 million is anticipated to be collected 
next year. 

Mr. Passman. Is that $5 million from a country to which you have 
alreadv issued the check ? 

Mr. Murpny. No, sir; may I help on this point ? 

Mr. Passman. Please do. Are you now collecting from a country 
to which you have not even made a loan? 

Mr. Murpry. That is perfectly natural, Mr. Chairman. We have 
to put in the record a projection of our availability during fiscal year 
1959. Now. any projection, naturally, must be based on the assump- 
tion that such and such will oceur. 

This projection assumes that certain of these loans that are in ad- 
vanced stages of processing actually would be negotiated and signed 
in time to produce some interest and, perhaps, some principal during 
fiscal year 1959. 

If I may make one more explanatory note. Unlike other loan pro- 
grams that have been run by the ICA in the past, this DLF loan pro 
gram, as I understand it, is based upon the principle that there would 
have to be immediate payment of interest. There will be no grace 
periods extended on these loans. So that even in ICA we might run 
5 years before we see the first interest or principal; to DLF within 
the year after the first disbursement there will be interest due on these 
loans and in some cases actually, perhaps, principal; is that right ? 

Mr. Perry. That is correct. 

Mr. Passman. Can you state that you are going to collect next year 
$5 million on the principal of some loan for which you have not yet 
issued the check ? 

Mr. Murrny. This is a projection, Mr. Chairman, that was made 
some months ago, and it was based upon the assumption that there 
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would be some $125 million to $200 million worth of loans negotiated 
by June 30. 

Mr. Passman. Is there a degree of uncertainty as to whether you 
will collect any of it? That is just a projection or an assumption. 

Mr. Perry. The agreement requires in each case that the principal 
begins to fall due within 6 months after the first disbursement. 

Mr. Passman. With what countries do you have contracts pending 
and with which you have ironclad agreements that the loans will be 
repaid in dollars? 

Mr. Murpuy. The answer to your question, Mr. Chairman, as of 
this moment, it is none. 

Mr. Passman. None? 

Mr. Murrpuy. As of this moment. 

Mr. Passman. Thank you very much. That makes the record clear 

Mr. Denton. I would like to know how many there are which they 
are going to pay in foreign currencies. 

Mr. Passman. I ask unanimous consent that the gentleman be per- 
mitted to correct the record. He did indicate in one case a loan would 
be repaid next vear in dollars, and then he said that no such loans had 
been made. 

Mr. Mourrny. I do not think there is an inconsistency. Thank you 
very much, Mr. Chairman. 


AVERAGE SALARY 


Mr. Passman. What is the average salary of the present staff of the 
development loan program ? 

Mr. Perry. The estimate we have now is $7,458. 

Mr. Passman. You have your personnel records here. Let us use 
the last pay period, and the number of personnel, and get the exact 
figure. 

Mr. Perry. You want the exact amount? 

Mr. Passman. If you can make it available to us. 

Mr. Perry. We will have to make a computation. 

Mr. Passman. Please do so. 

What will be the amount of the average salary of the personnel in 
the Development Loan Agency for fiscal 1959 under your, present 
plan ? 

Mr. Murrny. Be careful, Mr. Perry. You have a pay raise to figure 
in that. 

Mr. Perry. Not including the pay raise? 

Mr. PassMan. The pay raise is 10 percent. What will it be? 

(The information follows :) 


AVERAGE SALARY OF EMPLOYEES EMPLOYED As OF JUNE 19, 1958 


The average salary of regular employees of the Development Loan Fund 
the basis of June 19, 1958, employment, is $7,885. 

Mr. Mitrer. Including the pay raise? 

Mr. Perry. Yes, sir. 


, on 


EXPERIENCE OF EXPORT-IMPORT BANK 


Mr. Passman. You answered a while ago about the relationship 
between the Export-Import Bank and the development-loan program, 
and said that you were going to benefit by the experience. 
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Give us some examples of the Export-Import Bank experience factor 
which you have used in arriving at the present estimate. 

Mr. Perry. An example is in the case of travel where we consulted 
with them to see how much travel they recommended that their top 
staff and their Board of Directors did, and then in this particular 
instance we put in a much smaller figure than the amount that the 
Export-Import Bank had, but we did consult them. 

Mr. Passman. That represents $50,000 out of $1.5 million ? 

Mr. Perry. That is correct ? 

Mr. Passman. The rate is fixed for traveling. Did you need expe- 
rience from the Export-Import Bank to know what a ticket would cost 
toa certain place? 

Mr. Perry. On the number of loan officers that are used, we con- 
sulted with them to see what their experience had been over the years, 
and while it is impossible to do it on a comparable basis, we feel that 
our figure is quite consistent with the amounts that they include in their 
budgets for this comparable kind of economic review that has been 
done. 

Those are two examples of where we did that. On their servicing 
of our loans we actually used their figure. 

Mr. Passman. They collect their loans, do they not ? 

Mr. Perry. Yes, sir. 

Mr. PassMan. You could not take any credit for that; could you ? 

Mr. Perry. We used their estimate, but we have been paying them 
for it. 

Mr. Passman. You rest on the two examples you just gave ? 

Mr. Perry. Yes, sir. 

Mr. Miturr. Off the record. 

(Discussion off the record. ) 

Mr. Passman. When the Ambassador appeared before the commit- 
tee, and subsequent witnesses also, he stated this was primarily for un- 
developed countries. 

Mr. Mirter. That is right. 


REPAYMENT IN DOLLARS 


Mr. Passman. And if we demanded repayment in dollars, we would 
be taking something they could export and receive payment in dollars; 
therefore, they have the option. 

Mr. Moureny. No, sir; they do not have the option. 

Mr. Mitter. Would you mind if they gave us the list right now, off 
the record ¢ 

Mr. PassMan. Surely not. 

Mr. Perry. Off the record. 

( Discussion off the record.) 

Mr. PassMaAn. Out of $300 million that you have available for obli- 
gation, there is now only $9,250,000 due to be repaid in dollars? 

Mr. Perry. If I can go off the record again. 

( Discussion off the record.) 

Mr. Passman. Out of $214.2 million left, then, contracts call for re- 
payment of $9,250,000, in dollars? 

Mr. Perry. That is right. 

Mr. Passman. What part of that will represent principal, and what 
part will represent interest ? 
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Mr. Perry. I gave you the total amount. Those are all principal; 
$9,250,000 in the total amount of the loan. 

Mr. Passman. $9,250,000, the amount you just gave us, would be 
what percentage ? 

Mr. Murpuy. It would be 4.2 percent. 

Mr. Passman. This is on projected loans for which the checks have 
not yet been drawn, and could be subject to revision ? 

Mr. Perry. Yes, sir. 

Mr. Passman. This is something you are considering ? 

Mr. Perry. They have been to the Loan Committee. The Loan 
Committee has authorized the loan be made, and the staff is now ac- 
tively negotiating the loans or getting the final clearances from NAC, 
but they are all loans that have been before the Committee. The Com- 
mittee has said, “Go ahead.” 

Mr. Passman. You are still projecting. 

Mr. Perry. There have been no disbursements. 

Mr. Passman. It would be subject to revision, if it should become 
necessary. 

Mr. Mourrpny. Yes, sir. Any one of these things, until you get the 
final loan agreement signed. 


MILITARY AID TO DOMINICAN REPUBLIC 


Mr. PassmaAn. I read here from a news report: 


Dominicans vote to end United States aid. The Dominican Parliament today 
voted to give up United States military aid and end agreements with the United 
States on the operation of the missile range and radar stations on Dominican 
territory. 


Then to the closing paragraph: 


Parliament asked for the end of the agreements granting United States right 
to use range for long-range missiles, as contained in the covenant for cooperation 
on civil-use atomic energy to establish long-range radar stations on Dominican 
territory. Parliament also voted to throw out any other pacts relating to the 
promotion of United States technical assistance in this country. 

If that country did take such an official action, we shall have to re- 
spect the wishes of the Parliament and the Generalissimo. I wonder 
if you could make this official to the committee so we may take the 
matter into account in considering the appropriation ? 

Mr. Mcurpuy. The United States Government has not been given 
official advice of this action, I am sure, since it only occurred last night. 
The official advice will come to the State Department. The Secretary 
will decide whatever the appropriate course of action is. I cannot, at 
this point, say what the United States action will be. 

Mr. Passman. Could it be that we might insist that they accept’this 
aid ? 

Mr. Murpny. I think that very unlikely, sir. 

Mr. Passman. Would there be any relationship between this situa- 
tion and the condition that exists in Egypt and Syria, where we are 
arrying the old obligation ? 

Mr. Moureny. You might draw a relationship, Mr. Chairman. 

Mr. Passman. Thank you. Did you have anything to add? 
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REPAYMENT IN DOLLARS 


Mr. Murpuy. Mr. Perry discovered an error in the calculations. 

Mr. Perry. The percentage would be higher. 

Mr. Passman. If it is up or down a percentage point, certainly, 
you will correct it. 

Mr. Perry. If we may fix the record on it here, the amount of loans 
involving dollar repayment comprises 5.6 percent of the $163.5 million 
in loans approved by the Fund to date. 


LOAN OUTSIDE PURPOSE OF ACT 


Mr. Passman. The development loan programs intent is to help 
undeveloped countries, is it not? 

Mr. Perry. That is correct, sir. 

Mr. Passman. That being true, how could we go into a country not 
considered underdeveloped and make that gov ernment a loan to create 
a housing project in another nation far away that also is not an under- 
developed country ? 

I shall not put anything in the record that would be classified. But 
if we are engaging in that type of loan program, where some of the 
citizens of a nation that is not underdeveloped would receive funds 
for a housing project in another country that is not underdeveloped, 
could this Fund conceivably not get completely out of control ? 

Mr. Perry. This was in connection with a loan w hich, I believe, we 
discussed earlier, off the record. 

Mr. Passman. I am not calling any names or using any amounts. 
But I do know I am referring to two countries that would not be 
properly considered underdeveloped. Yet we are making a loan to 
them to start a housing project in another country that is not underde- 
veloped. 

Mr. Anprews. Off the record, Mr. Chairman. 

(Discussion off the record. ) 

Mr. Passman. Thank you very much. You do contemplate making 
a loan to citizens of country A that is not considered an underdeveloped 
country, for them to settle in country B, which is not an under- 
developed country, and the funds will be for a housing project ? 

Mr. Perry. In this particular project, that is right, sir. 

Mr. Passman. Thank you. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 

Mr. Passman. I am not directing any criticism at the distinguished 
witness, but the program is far from what the Congress considers it 
to be, if you call that 

Mr. Perry. If I could go off the record again, sir. 

Mr. Passman. Off the record is conversation, but I shall be courteous 
and say off the record. But we also want something on this on the 
record. 

Mr. Perry. Congressman Andrews did allude to a debate which took 
place last year on the floor of the Congress, which I did not take the 
liberty to mention, in which one Congressman did cite this specific 
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project as the kind of project for which the Development Loan Fund 
is being established. hoa several Congressmen, including one of the 
floor managers, indicated, i in effect, “Yes, this is exactly the kind of 
project that we have in mind.” 

Therefore, I think while the matter of congressional intent is some- 
thing that it is never possible to pinpoint precisely, one could point to 
this kind of a rec ord, and say that there was something in the back- 
ground of the bill, the history of the bill, to warrant this kind of a 
decision on the part of the Loan Committee. 

Mr. Passman. You certainly would have to say that it is mighty 
farfetched, to bring this in under the Development Loan, the primary 
purpose of which is supposedly to assist underdeveloped countries. 

Mr. Perry. I was responding to your question, that there was noth- 
ing in the intent of Congress. 

Mr. Passman. I am not quarreling with the distinguished witness. 
I am trying to understand, because if you open the door, it may blow 
off the hinges before you can get it closed. 

Mr. Denton. Why could they not get a loan like that from private 
bankers ? 

Mr. Perry. They told us that they made the effort and they were not 
able to get it, the financing of it. 

Mr. Venton. Why could they not get it from the World Monetary 
Bank or Fund ? 

Mr. Perry. The World Monetary Fund does not make that kind of 
loan. The Export-Import Bank specifically said they would not make 
it. They came to us after having made these other attempts. 

Mr. Denvon. Is there any reason why we should loan money for a 
public housing project in a country of that type when we do not do it 
im our own ? 

Mr. Perry. It is not a public housing project. It is more compa- 

rable to the FHA, where they accept the. money, but not on an insured 
basis, as the FHA bases it. The loan is made. directly to the settler 
and the settler repays the loan at 3.5 percent. 

Mr. Passman. It is to finance the building of houses? 

Mr. Perry. Yes, sir. 

Mr. Foro. On or off the record, depending upon the rules and regu- 
lations, Mr. Chairman, I think two things ought to be stated. 

One, as I understand it, this is a project that relates to refugees who 
have been driven by one means or another out of another country, and, 
secondly, knowing a little bit about the character of the people that I 
understand are involved, Iwill venture to say they will pay the money 
back and they will do a good job of it. 

Mr. Passman. I am not questioning whether or not this money will 
be repaid. 

Mr. Denton. I think it a good loan. 

There are recommendations and recommendations of material and 
arguments, you understand, on this matter that this is to assist unde- 
veloped countries. Here we are, going into a fine little country, tak- 
ing some of its citizens, locating them into another fine country, and 
neither one of them could be declared in what we would call the 
underdeveloped category. 

Mr. WiceirswortH. Mr. Chairman, I would like to observe that 
from my standpoint, without passing on the merits of this particular 
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joan, my understanding is that this loan fund is one weapon in fighting 
the cold war in which we are now engaged, and that there are certainly 
instances, whether in this particular case or not, where political con- 
siderations would justify making funds av: ailable, which would not 
necessarily fall within the chairman’s definition. 

Mr. Passman. If we are engaging upon this type of project, let us 
also take 975,000 Arabs that are slowly starving to death in the refugee 

camps over in the Middle East and establish them somewhere. I think 
that would be a great investment, if we are engaging upon this type 
of program. I do not know of anything that would enhance the 
prestige of America any more than to take those people off a diet that 
is costing a total of only $31 a year. 

Mr. Forp. Is there not a significant difference there, Mr. Chairman ‘ 
As I understand, these people who are going from country A to 
country B, were driven from that country. The ‘Nnstration you 
give, the people absolutely refuse to leave the area where they are 
now located. 

Mr. PassMan. We have no information that these people are being 
driven from that country. 

Mr. Mitier. They do not come from country A, Mr. Chairman. 
They live in one of the areas I understand won't be under criticism. 
They are citizens of country A, but they live in country C, and country 
C is a serious problem. I suppose that is the reason why the com- 
mittee would consider it. Otherwise, if they were residents of coun- 
try A, and moving to country B, that would ‘certainly not fill the bill. 

There, as L understand it, B is displaced from country C, and they 
have to find a place to live. 

Mr. PassMan. So, they come to Uncle Sam, who is liberal on every- 
thing. You have a right to your opinion. I have a right to mine. 
If we are engaging in this type of program—and this was certainly 
a sleeper to me—of making a loan to individuals for housing that is 
guaranteed by a nation that is not underdeveloped, to build in a 
nation also that is not underdeveloped, it appears to me as a far- 
fetched notion. 

You could lose control of this program. It is admitted that the 
Development Loan Fund is a catchall. It is stated in the testimony 
by some outstanding leaders of business and Government that, when 
the Export-lmport Bank turns down an applicant, when the World 
Bank turns it down, when all private lending agencies turn it down, 
then the applicant goes to this account. 

1 shall have to place myself in the position of being one of the 
critics of developing such a program. 

Mr. Mitier. I do not know whether I disagree with you or not, 
Mr. Chairman, but there is this possibility in the situation. It may 
help our interest in country C to have those displaced persons taken 
care of. This is a hard loan. If we can accomplish something by 
getting a hard loan and getting our money back that helps us in 
one of these critical areas, it is not necessarily bad. We need more 
facts about it. 

Mr. Passman. The gentleman may be correct, but this is something 
that has come up, at least to some extent, since we started these hear- 
ings some 8 or 9 weeks ago. I am going to depend upon the original 
record, when it was definitely stated there may have been one appli- 
cation where the loan would be repaid in hard dollars. 
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Mr. Perry. Could I make one final statement, sir, and that is, I 
think the record should show that the Development Loan Fund does 
not consider, under normal circumstances, either the country A or B 
you referred to as being eligible for a loan; that this is made only 
because of the special circumstances surrounding the case. 

Mr. Passman. But the exception, many times, becomes the rule. 
If you can point out where that has not been a fact in Government, 
I shall be one of your followers for a long time. 


ADMINISTRATIVE EXPENSES, ICA 
WITNESSES 


INTERNATIONAL COOPERATION ADMINISTRATION 


RICHARD F. COOK, ACTING DEPUTY DIRECTOR FOR MANAGEMENT 

LEONARD J. SACCIO, GENERAL COUNSEL 

ROBERT M. CABOT, SPECIAL ASSISTANT FOR CONGRESSIONAL 
PRESENTATION 

J. E. MURPHY, CONTROLLER 

CLAYTON W. McALLISTER, ADMINISTRATIVE BUDGET BRANCH 
CHIEF 


DEPARTMENT OF STATE 


ROBERT G. BARNES, SPECIAL ASSISTANT FOR MUTUAL SECURITY 
COORDINATION 


DEPARTMENT OF DEFENSE 


MARKLEY SHAW, COMPTROLLER, INTERNATIONAL SECURITY 
AFFAIRS 


Mr. Passman. The next item for consideration will be “Adminis- 
trative expense, ICA.” The principal witness is Mr. Richard F. Cook, 
Acting Deputy Director for Management, ICA. 

Mr. Cook, we are pleased to have you before the committee. Do 
you have a statement to make? 


“GENERAL STATEMENT 


Mr. Coox. Yes, Mr. Chairman. 

The proposed fiscal year 1959 appropriation for administrative 
expenses of the International Cooperation Administration is $33.mH- 
lion. This represents an increase of $2,496,500 over the comparable 
amount of $30,503,500 for fiscal year 1958. 

The administrative expenses of the International Cooperation Ad- 
ministration are financed in fiscal year 1958 from a total appropriation 
of $32,750,000 under section 411 (b). The 1958 appropriation of 
$32,750,000 included costs of the Department of State, the Develop- 
ment Loan Fund, and the Control Act, totaling $2,246,500, which, in 
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fiscal. year 1959, are requested under separate appropriations, as 
follows: 


Proposed 
financing 





Amount authority, 
fiscal year 
1959 
Department { State: 
(a) Refngee and migration expenses__ $1, 331, 000 
(0) Policy guidince, United States participation in Organization for 
European Economic Cooperation 505, 000 | >See. 411 (c). 
(c) Mutual security program guidance expenses- 92, 500 
(d) Public-information activities. __ ; 160, 000 
Development Loan Fund administrative expenses... _- ; | 118,000 | See. 204 (b). 
Contro!) Act expenses eae eee aa ak a ai 40,000 | Sec. 410 
,, | Se eee ee ee piensa 2, 246, 500 


The ancrease of $2,496,500 proposed for the International Coopera- 
tion Administration in fiscal year 1959 is required to maintain and 
improve the management and control of the ICA administered multi- 
million-dollar program. The additional $2.5 million will provide for 
the following: 

(1) A $0.3 million increase in rent and utility costs in Washington 
and some overseas posts: Provides for increases in rental rates and 
in costs of cleaning contracts for buildings in the District of Columbia, 
and for increases in rents and utilities at overseas posts. 

(2) A $0.3 million to provide for increased training and continuity 
of personnel: Provides for 64 positions in fiscal year 1959, compared 
with 48 in fiscal year 1958, and for an increase in paid employment 
from 23.4 to 53.9 man-years. <A year ago this agency presented to the 
Congress the approaches it was planning to take toward a reorienta- 
tion ‘of its overseas-personnel system better to meet the needs of the 
mutual security program. During the past year, a measure of prog- 
ress has heen made in putting this system into effect. However, much 
remains to be done. Basically, our redirected overseas-personnel sys- 
tem has one central purpose: to obtain and train the staff of well- 
qualified people required to carry out efficiently the approved pro- 
grams of technical and economic assistance. For the overseas com- 
ponent, this means staffing positions in sixty-odd countries and terri- 
tories with diverse economic, cultural, and political situations. The 
increase requested will enable us to continue the improvement of our 
personnel system. 

(3) A $0.3 million increase in Department of State and partici- 
pating agencies costs: Provides for furnishing additional services not 
heretofore provided, more particularly medical benefits to employees’ 
dependents at overseas posts, participation in the motor vehicle re- 
placement program, and increased State support costs attributable 
primarily to providing services for a full vear for ICA locations not 
fully manned for all of fiscal year 1958. 

(4) A $0.1 million increase in contribution to the retirement fund: 
Provides for anticipated increase in man-vears of employment in fiscal 
year 1959 over fiscal year 1958. 
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(5) A $1.5 million for salaries and related costs of new positions 
and full-year costs of positions for which only part-year financing 
was provided in the fiscal year 1958 appropriation: $0.4 million is 
requested to finance 37 (net) new positions contemplated for fiscal 
year 1959 operations (excluding the increase of 16 positions in the 
program for increased training of personnel, discussed under item 
(2)). The net increase of 37 will permit the adding of 24 positions 
in Washington and 13 positions for overseas posts. 

The net increase of 24 positions in Washington contemplates estab 
lishing 48 new positions, offset by the elimination of 24 positions au 
thorized for fiscal year 1958. The gross increase of 48 will provide (1) 
9 additional positions under the Deputy Director for Operations for 
essential additional desk-officer coverage and strengthening of pro- 
gram staffs; (2) 38 additional positions under the Deputy Director for 
Management, 15 of which are in the Office of Controller and are 
required to strengthen foreign local-currency reporting, business 
analyses, internal, “administrative, and contract audit fune tions, and 
the administrative and program budget operations; 1 additional posi- 
tion in the Office of Management Planning to cover increased workload 
of management analyses; and 1 additional position in the Office of 
Personnel Secur ity and Integrity to strengthen the overseas regional 
inspection functions. The largest increase in number of additional 
positions required under the Deputy Director for Management is in the 
Office of Administrative Services, which requires 21 additional posi- 
tions, 10 of which are for staffing the new electronic accounting-mach ine 
installation, which will provide services formerly furnished on a con- 
tractual basis by other agencies of the Government and by private 
sources; 10 positions to provide services formerly furnished by the 
General Services Administration on a reimbursable b: asis; and | addi- 
tional messenger to provide better service between the several build- 
ings which ICA occupies; and (3) 1 additional position in the Office 
of Public Services under the Deputy Director for Technical Services 
for additional area coverage for the Latin American branch of the 
Public Safety Division. 

The net addition of 13 positions overseas contemplates the estab- 
lishment of 30 additional positions offset by the elimination of 16 
positions in Europe and 1 pe inthe Far Kast. These 30 positions 
will be added in 15 overseas posts, and are primarily needed to 
strengthen the program aad controller functions in order to improve, 
qualitatively, ICA’s discharge of its administrative management re- 
sponsibilities. 

in addition to the $0.4 million required to finance new positions in 
fiscal year 1959, increased man-years of employment in fiscal year 
1959 under currently authorized positions will cost approximately 
$1.1 million. 

As of April 30, 1958, ICA funded from administrative appropria- 
tion the employment of 2,203 Americans (excluding employment in 
Washington by the Development Loan Fund and certain réimbursable 
employees) and 1.287 locals (foreign nationals). The comparable 
employment as of June 30, 1957, was 2,125 Americans and 1,181 locals. 
Employment planned for June 30, 1958, for positions funded from 
administrative appropriation call for about 2,225 Americans and 1,345 
locals. The addition of the approximately 100 American employees 
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and 160 locals during fiscal year 1958 will require funding for a full 
year during fiscal year 1959 whereas these positions were funded only 
for a part of fiscal year 1958. 

In summary, the administrative request of $33 million will permit 
the agency to continue and further improve its managerial direction 
and control of the nonmilitary mutual security program. <A relatively 
small portion of the increase is for additional positions. The major 
portion of the increase requested is to permit the continued utilization 
of persons presently employed, primarily at overseas posts, in direct- 
ing and controlling the resources (men, money, and materials) made 

ailable under the nonmilitary provisions of the Mutual Security 
ri t. 

Mr. PassMan. The request for ICA for fiscal 1959 is $33 million ? 

Mr. Cook. Yes, that is correct. 

Mr. Passman. The amount allowed for this fiscal year was $32,- 
750,000 ¢ 

Mr. Murruy. That was the total appropriation under 411 (b) but 
only $30,503,500 of that was attributable to ICA as such. 

Mr. Passman. Am I correct on the total? 

Mr. Murrnuy. The total is correct. 

Mr. Passman. While this appears at first glance to be an increase 
of only $250,000, it is in fact an increase of at least $2.5 million for the 
ICA administrative expense alone; is it not ? 


TOTAL REQUEST FOR ADMINISTRATIVE EXPENSES 


Mr. Coox. The request for administrative expenses for fiscal year 
1959 is $33 million and compares to $30,503,500 allowed for the current 
fiscal year. 

Mr. Passman. ICA administrative request, $33 million; State De- 
partment administration expense, $6,692,500. Is that correct $ 

Mr. Murpnuy. Yes, sir; it is. 

Mr. Passman. The Development Loan Fund administrative expense 
request is $1.5 million ? 

Mr. Murrny. Yes, sir. 

Mr. PassMan. Or a total request for administrative in the categories 
mentioned of $41,192,500 ? 

Mr. Mourrny. That sounds correct, sir. 

Mr. Passman. Let us verify it. 

Mr. Cook. $41,192,500 for fiseal 1959. 

Mr. Murrny. Yes, sir; with the qualification I mentioned. 

Mr. Passman. The State Department appropriation was $4,477,000? 

Mr. Murreny. That is correct, for fiscal year 1958. 

Mr. Passman. ‘Total appropriation for fiscal 1958, $37,327,000? 

Mr. Coox. That is correct, sir. 

Mr. Passman. Then you are requesting an increase of $3,865,500 for 
fiscal year 1959 over fiscal 1958.. 

Mr. Cook. In the ICA administrative expense, the portion I am 
dealing with, Mr. Chairman, we are asking for, in round numbers, an 
increase of $2,500,000. The other increases have been discussed in 
the “Development Ioan Fund” and “Administrative expense, State” 
items. 


Mr. Passman. This is administrative expense, just the same. 
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Mr. Coox. Yes. 

Mr. Passman. In the first SNES you are requesting $41,192,500, 
and for the previous fiscal year, you had $37,327,000 ? 

Mr. Cook. That is correct. 

Mr. Passman. The increase is $3,865,500 ? 

Mr. Murrny. Yes, sir. 


COST OF CONFERENCE ON FOREIGN AFFAIRS 


Mr. Passman. What was the total amount of the taxpayers’ funds 
expended, or to be expended, for the so-called spring conference on 
foreign affairs. 

Mr. Murrny. No one here can answer that. 

Mr. Passman. Thank you. 

Mr. Murrny. I would like to say the reason we are unable to answer 
that question, that conference was not financed with these funds. 

Mr. Passman. Was it financed partly out of appropriated funds? 

Mr. Murrny. I donot know. It was put under the auspices of ICA. 

Mr. Passman. I asked if it was financed out of appropriated funds. 

Mr. Murrny. I know it was not financed from mutual security 
funds. It may have been financed in part from appropriated funds. 

Mr. Passman. If Mr. Eric Johnston said it was financed out of ICA 
funds, would the statement be correct ? 

Mr. Murrny. He would know. 

Mr. Passman. I do not want partisan politics in the matter, but 
here is a letter over Mr. Johnston’s signature saying that at least a 
portion of the foreign aid clambake in Washington on February 2! 
was financed from appropriated funds. 

Appropriated funds to the extent of at least $7,000 were spent on 
the conference. 

Mr. Barnes. I am prepared to put in the record the source of those 
funds. They came from appropriations to the White House for the 
payment of certain staff officers. 

Mr. Passman. It was from appropriated funds. I was going to 
keep the White House out of it. 


PROGRAM AND FINANCING 


We shall insert page 1 of the justification which reflects the 1957 
actual amount was $27,892.411. 
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(The justification follows :) 


MurvaL Security ProGRAM—INTERNATIONAL COOPERATION ADMINISTRATION 


General administrative expenses—Program and financing 





Actual, Estimate, | Estimate, 
fiscal year fiscal year fiscal year 
1957 1958 1959 
Program by area: 
Departmental __-- $13, 096, 365 | $14,331,500 | $15, 350, 000 
Overseas: | | 
Europe... Ys 1, 674, 311 1, 131, 000 | 1, 062, 600 
Africa 934, 059 | 1, 780, 000 | 2, 096, 000 
Near East and South Asia | 4, 527, 000 | 4, 989, 400 
Far East , 128 | 5, 989, 000 | 6, 471, 700 
Latin America 2 484,646 | 2,745,000 | 3, 030, 300 
Subtotal overseas 14, 796, 046 16, 172,000 | 17, 650, 000 
Total obligations 27,892,411 | 30, 503, 500 | 33, 000, 000 
Financing | | 
Comparative transfer to: | | 
‘Administrative expenses, State, sec. 411 (¢)’’- 6, 402, 166 | 2, 088, 500 
“Administrative expenses, Deve lopme nt Loan Fund” 118, 060 f....-.; 
“Control Act expenses’’__.--- 21, 000 40, 000 
Unobligated balance no longer available (returned to 
mania? Besewint) =... 5. eS Sei 423 | ~ 
Total new obligational authority_____- __.......| 34,745,000 | 32,750,000 | 33, 000, 000 
Total new obligational authority consists of: | 
Annnal stat tory limitation _._-- spbiets , 595, 000 32, 750, 000 | 33, 000, 000 
Transferred from ‘‘Development assist: ance, executive’ _- 7 150, 000 es : ciate 
Annual) statutory limitation (adjusted) - - a need 34, 745, 000 32, 750, 000 33, 000, 000 





INCREASE IN BUDGETS FOR ADMINISTRATION EXPENSES 


Mr. Passman. Is that amount of $27,892,411 correct? 

Mr. Mourruy. Yes, sir. 

Mr. Passman. For fiscal 1958 it was $30,503,500 ? 

Mr. Murpny. Yes, that is correct. 

Mr. Passman. An increase of $2,611,089 over the previous year? 

Mr. Murpuy. Yes,sir. A good part of that increase was accounted 
for by the fact that in fiscal year 1958 for the first time the agency was 
required to finance the retirement deductions, if you will recall. 

Mr. Passman. But it was an increase? 

Mr. Mourrny. The figures are not comparable to the extent the figure 
for 1957 did not include retirement. 

Mr. Passman. You are asking for $33 million for fiscal year 1959, 
an increase of $2,496,500, over and above that for 1958, which is 
approximately another 10-percent increase? # 

Mr. Murpny. Yes, sir. They are comparable figures. 

Mr. Passman. Have all the proposed transfers “of functions and 
positions to other appropriations items been reflected in the base figure ? 








Mr. Coox. All the ones that have taken place so far have been 
reflected. 

Mr. Passman. Do you contemplate others / 

Mr. Cook. There are no others contemplated at this time. The pro- 
gram coordination function has been transferred to the Deputy Under 
Secretary for Economic Affairs, the Office of Public Information has 
been transferred, the Office of Economic Cooperation in Paris has been 
transferred. All of those are accounted for and deducted in arriving 
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: at the comparable amounts. As indicated on page 1 of my statement, 
$2,246,500 has been taken out of the $32,750,000 to make the 1958-59 
figures comparable. It also includes the Office of Refugee and Migra- 
: tion, and Control Act and the Development Loan Fund for which 
comparable amounts have been taken out. 
. EXPENDITURES 
Mr. Passman. Is it not true that expenditures in this agency follow 
obligations rather closely in administrative expenses ? 
Mr. Coox. In administrative expenses they do, yes. 

Mr. Passman. What have been the expenditures each month this 
year, through May, under general administrative expenses ? 


Mr. McAuuster. E xpenditures during the current fiscal year, by 
months, against the fiscal year 1958 appropriation are—— 

Mr. Passman. You may insert the data in the record, but please 
give us the total at this time. 

Mr. McAuutster. $23,531,411. 

Mr. Passman. That is through what period? 

Mr. McAuuisrer. Through April 30 

Mr. Forp. Averaging about what per month ? 

Mr. Murpny. $2 353 000. 


Administrative expenses expenditures, fiscal year 1958 appropriation 





etn... = ees ; ee 6s wn aaa be $993, 348 
SS Es bas oop res Se be See esate Bot per ee oe ee 
memeember. =. ; =o saad sa ia lca tan tac 2, 214, 321 
ale a Pee delet re a 
November___- Cea eae oes : 2, 273, 964 
Decemper... 2.2... ‘ Ba j A AE aia Sy ee 
I a i an einen ede edkde ees Oo ee i ee ee 2, 594, 381 
a i i eine ee os digindeigsiaimtieictints Ange ya 
= ek ia ee oe 2, 360, 160 
UD resco anomalies i ee ome nas nana an Oe ete 

Total through Apr. 30____--- Sidi; ES SE PS eee ry 


Mr. Passman. At what amount do you estimate the total cue 
tures in this category for the current fiscal year? 
Mr. Murpeny. $30,850,000. 


UNBAXPENDED AND UNOBLIGATED BALANCES 


Mr. Passman. What will be the amount of the unexpended balance 
in this category * the end of this fiscal year # 

Mr. Morpiry. The amount will be $5,511.000. 

Mr. Passman. U nexpended ? 

Mr. Mourpny. Asof June 30, 1958, sir. 

Mr. PassmMan. What will be the amount of the unobligated balance ? 
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Mr. Murruy. The answer to that, Mr. Chairman, we expect there 
willbe none. Again, I have to make the qualification I made before. 
We have 60 missions overseas, and about forty-odd individual allot- 
ments in Washington, making about 100 separate accounts. In some 
of these accounts, there will probably be small amounts that will not 
be obligated. 

Mr. PassmMan. But your present goal calls for zero unobligated 
funds. 

Mr. Mureuy. We expect 99 plus percent effective use of the funds. 

Mr. Passman. What amount of money is that going to leave on 
hand, unobligated ? 

Mr. Mureny. We will expect less than 1 percent, or less than 
$300,000. 

Mr. PAsSMAN. Are you not going to be a good obligator for the last 
60 days, in order to get that much in and get the balance down that 
low ¢ 

Mr. Murruy. No, sir. This will happen as a normal course. We 
are running at a rate to utilize all of our funds before the year. 

Mr. Passman. How are you able to operate so closely with such 
large sums? 

Mr. Forp. Mr. Murphy is a good obligator. 

Mr. Murruy. The fact of the matter is we consider this account 
very limited, and we have to make the best possible effective use of 
it, and we husband it very carefully, but we still find we have more 
requirements than we can finance. 

Mr. Passman. What will be the nature of the unexpended balance 
in this category at the end of the fiscal year # 

Mr. Mourreny. There will be a whole range of things; rent bills 
unpaid, utility bills unpaid, travel bills unpaid. There will be bills 
of lading for ocean freight ; there will be outstanding bills for supplies 
and equipment; and there will be unpaid salaries and allowances, to 
a certaim extent. The sum total of all of these is estimated at approxi- 
mately $5.5 million. 

Mr. Passman. You say estimated. 

Mr. Murrny. It could be a little more; it could be a little less. 

Mr. Passman. Would it not come nearer being a little more than a 
little less ¢ 

Mr. Morpny. Our expenditure rate is running pretty good. If I 
had to- change a figure at this point, it would be a little “less. It is 
actually down a little from last year, at this time. 


SALARIES 


Mr. Passman. How many employees in the Washington office re- 
ceive a salary of $14,000 or more / 

Mr. Mourrnuy. I count 24. 

Mr. Passman. How many employees in the field receive an annual 
salary of $14,000 or more ? 

Mr. Coox. It is a little better than 52 administrative positions, 
because there is a break within grade. 

Mr. PassMan. Putting the 2 together, you would have 76 employees 
receiving annual salaries of $14,000 or more ? 

Mr. Murruy. About that. 

Mr. Passman. How many would there be in the $20,000 category ? 
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Mr. Morrny. Thirteen. 

Mr. Passman. If you will refer to page 61 of the detail of the 
personal services, I think that you would like to revise those figures 
upward. 

How many did you say receive a salary of $20,000 or more ? 

Mr. Morrny. Thirteen, sir. 

In Washington there is one and overseas there are 12. 

Mr. Passman. Will you please provide the committee a list of all 
ICA personnel in the Washington office who are rated at GS-15 or 
higher, including all excepted jobs, together with a summary of the 
background of those employees, and for the purpose of comparison, 
copies of their job descriptions. 

Will you please provide comparable information with respect to 
employees outside the Washington office that would fall in the same 
category ? 

Mr. Mourruy. The equivalent of GS-15 or higher? 

Mr. Passman. Yes. 


(Information requested will be made available to the committee. ) 
REPRESENTATION ALLOWANCES 


Mr. Passman. How much does this budget include for represeata- 
tion cost ; all categories ? 

Mr. Murpny. The total is just under $200,000; $15,000 is for enter- 
tainment which is available to the Director in Washington, and $184,- 
400 is representation for the approximately 60 missions overseas. 

Mr. Passman. The total for representation cost is $200,000? 

Mr. Murpny. Yes. 

Mr. PassmMan. Please describe briefly to the committee what you 
mean by “representation allowances.” 

Mr. Murrny. The representation allowances are prescribed under 
the Foreign Service Act, and they are the expenses of overseas em- 
ployees—usually high officials—in carrying on their day-to-day rela- 
tionshins with other countries. 

Mr. Passman. Entertainment? 

Mr. Morrny. It involves such things as receptions, parties, funeral 
wreaths, wedding gifts, if appropriate under certain circumstances— 
that type of expense. 

Mr. Passman. Will the gentleman specifiy for us the money for 
burial wreaths and the amount for wedding presents? Do you have 
any idea how much is spent for those items? 

Mr. Moureny. No:I donot. I would have to canvass the 60 missions 
to find out. 

Mr. Passman. Can you give us a vague idea? 

Mr. Mourrny. I would say in all fairness, Mr. Chairman, it would 
be a very small percentage. 

Mr. Passman. In some of the other categories what would be in- 
cluded other than burial] wreaths and wedding gifts? 

Mr. Morrpny. It would cover the cost of catering services, refresh- 
ments. 

Mr. Passman. What would you get under catering services other 
than food ? 


Mr. Mourpuy. Beverages. 
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Mr. Passman. Soft drinks and the like? 

Mr. Mourpny. Yes. 

Mr. Passman. Would there be other types of beverages ? 

Mr. Murpuy. Yes; beverages of more strength, some with alcoholic 
content. 

Mr. Passman. A substantial portion of this would be for what we 
refer to in Louisiana as whisky ? 

Mr. Murpny. Yes; I think that a portion of it would be for that. 

Mr. Passman. And some would be for music ? 

Mr. Murreny. Yes; that would be included also. 

Mr. Passman. Jazz and other types, depending upon the location 
and the occasion. 


Mr. Murrny. Yes. I would hope that it would be more refined 
music. 

Mr. Passman. But do you have cases where they prefer jazz music? 

Mr. Murruy. I am sure that we do. 

Mr. Passman. That type of music is more popular as the evening 
gets late? 


Mr. Murrnuy. Ihave known that to be the case. 


TRANSFER ALLOWANCES 


Mr. Rooney. Where do we find out the amount in this budget for 
“Transfer allowances” ? 

Mr. McAtuister. I have that figure and I can give it to you in a 
minute. 

Mr. Passman. Off the record. 

( Discussion off the record. ) 

Mr. McAuuister. The amount estimated in 1959 for transfer allow- 
ances is $9,800. 

Mr. Roonry. What do you have in the current year? 

Mr. McAL Lister. $9, 700. 

Mr. Rooney. And in the past year? 

Mr. McAxuusrer. I am sorry, but I do not have that available. 

Mr. Rooney. What are “transfer allow: ances aa 

Mr. McAuuister. “Transfer allowances,” as defined by the Foreign 
Service regulations which we follow, are the amounts allowed to take 

care of certain costs in instances where an individual transfers from 
one climatic zone to another, such as requiring a change in clothing. 

Mr. Roonry. How many people participated, got clothing, out of 
this $9,700? How many do you estimate for the current fiscal year ? 

Mr. McAurister. I am not sure, but I think we estimate around $200 
per individual, but I am not certain of that. I would have to verify 
that. 

Mr. Rooney. Would you be so kind as to dev elop this subject for 
us a little further? I have been into it with the State Department 
and apparently this whole business has gone a bit too far and they 
agree. That is about right, is it not, Mr. Cook? 

Mr. Cook. I did not know that the Department of State has been 
into it. I accept your position on it. We follow State’s rules on it. 
I believe we estimate abe ut 50 people on this. If the State Depart- 


ment changes its rules we will also change ours because we follow theirs 
in every case, using their basic rules. 
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Mr. Rooney. Do any of the Foreign Service officers who are detailed 
to ICA participate in this allowance ? 

Mr. Cook. I would not know offhand. I would have to check that. 
You mean Foreign Service officers detailed to the ICA ? 

Mr. Rooney. Yes. 

Mr. Coox. I would not know offhand. I could check that and fur- 
nish the information to you. 


REPRESENTATION ALLOWANCES 


Mr. Roonry. Mr. Murphy, a while ago in answer to a question of 
the chairman’s you said that the representation money—which is 
almost $200,000—is used for the purchase of wreaths and wedding 
gifts. Are we to understand that in the event of a ceremony in a for- 
eign country not only does the Ambassador furnish a wreath, but also 
somebody from ICA ¢ 

Mr. Morrny. It is possible that happens. I did not mean to imply 
that. 

Mr. Rooney. I thought you said that. 

Mr. Morrpuy. But I did not necessarily say that it would be for 
the same particular occasion, sir. It is possible that a wreath could 
go, or a funeral offering could go, from both officials, but I could not 
say from personal knowledge that is the case. 

Mr. Roonry. Why should we have any instance where there would 
be a wreath from both officials. First the Ambassador, and then along 
comes the man with the checkbook who is giving out the American 
taxpayers’ money, and he has to send a wreath, too? 

Mr. Mourruy. Well, sir, I can visualize circumstances where per- 
haps an official of another country who might have been particularly 
closely associated with the United States operations mission might 
be involved where it might be appropriate for both to send an offer- 
ing, but I cannot speak “from personal knowledge that that has ever 
happened, Mr. Rooney. I just do not know. 

Mr. Rooney. This 1s sort of nebulous. 

Mr. Murreny. I said—— 

Mr. Rooney. You were looking at that paragraph which refers to 
what representation allowances are supposed to be and you thought 
of wreaths; is that about it? 

Mr. Murpny. Yes. 

Mr. Rooney. I cannot argue with you when you are as frank as 
that with me. 

Mr. Mourreny. I am basing it on knowledge of the Foreign Service 
regulations, that is all. 

Mr. Rooney. That is all. ‘ 

Mr. Passman. Does this $200,000 “whisky representation” or en- 
tertainment allowance include the military also? 

Mr. Moureny. No, sir; this is ICA. 

Mr. Passman. I believe that we have the Comptroller for the mili- 
tary here. Will the gentleman state for the record at this point the 
amount in the military aid program for the representation allowance ¢ 

Mr. Suaw. I do not have an accurate figure. My guess is that we 
reimburse the State Department for about $150,000 a year for this 
purpose. 
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Mr. Passman. That is quite modest compared to $200,000. Would 
you care to have a look at the records and verify the amount? 

Mr. Suaw. I will be glad to; yes. 

Mr. McAuuister. When I gave you the figure of approximately 
$200,000 for 1959, though that money is expended from administra- 
tive expenses, that covers representation expenses for all ICA em- 
ployees. We do not use any program money for that purpose. 

Mr. Rooney. That is the way that I understood it. The question 
of the chairman was—the total in this budget for representation, 
and your answer was $200,000. 

Mr. Morrny. That is right. 

Mr. Passman. We should like to receive for the record data as to 
the representation allowances for the years 1956, 1957, and 1958 and 
the estimate for 1959. 

We also want similar information from the military, Mr. Shaw. 

Mr. Suaw. Yes. 

Mr. Murreny. We will insert the information at this point. 

Mr. Passman. We should like to have a look at it before it goes into 
the record. 

(The information follows :) 


Department of Defense representation reimbursement to State as agreed between 
the 2 agencies 


Bs icting oocnesestthsarniowne dates cxtinssvesissocnapinonap ecaanliocass eal ee thes hea $141, 500 
heen hddtdthdsdeethahasedebanideh SpA aL Ea EEE er ae ee ee eS 157, 950 
Estimate 
NN ceca nics ilshumesctido i hi tess sci tiene ica NR ana ae aa 172, 100 
1959 


ics cating eames tsi ib gic poeta a ce cea eal Een aoe 167, 600 
International Cooperation Administration representation allowances 


Amounts expended or estimated to be expended for representation allowances 
by fiscal years is as follows: 


a a ii ia a lal aca ge a a a Re a ae $185, 259 
Ie cette Sve eid baton tee eee ee ee es Neg te A eee 159, 800 
Estimate 
MI ans sicsinicesssiaisgsialenaptcbpacamiinandicapemtetck ate bce tii aig eI ee 173, 650 
BO itil i cinide ccs balk ih olaiietibil pan Cited AEE ot pees oe le ae ks 184, 400 


TOTAL PERSONNEL EMPLOYED IN MUTUAL SECURITY PROGRAM 


Mr. Anprews. Mr. Murphy, I would like for you to tell me now, and 
if you cannot tell me now, supply it for the record, the total number 
of employees from all agencies engaged in the operation of this 
work—this mutual security program. 

Mr. Murrny. I have a table here, Mr. Andrews, which I think is 
responsive to that question. I can either give you an estimate as of 
June 30, 1958, which is 12 days from now, or the actual as of December 

31, 1957. 

Mr. Anprews. Let us make it June 30, 1958. 

Mr. Murreuy. Under ICA in Washington, 1,873; in the field, 4,093 
Americans ; local employees, 5,061. 

United States partic ipating agency employees paid by ICA, 600. 

Total personnel of ICA paid directly or indirectly from mutual 
security funds, 11,627. 








Re 


1438 





In addition, Mr. Andrews, we have some foreign nationals who are 
employed by LCA and paid from trust funds established with ICA by 
the foreign governments, and those are estimated to total 2,350 on 
June 30, making a grand total of all employment of 13,977. 

Mr. Anprews. Off the record. 

( Discussion off the record.) 

Mr. Mourpuy. That is just the ICA figure. 

If I may proceed, I will give you the balance. 

Under the Department of State, United States nationals in Wash- 
ington, 352. 

Overseas, 652, or a total of 1,004. 

Foreign nationals, 2,323 for a grand total of 3,327 for the State 
Department. 

For the Department of Defense: United States nationals paid 
directly or indirectly from mutual security program funds, United 
States civilians, 15,203. 

Foreign nationals paid directly or indirectly, 2,024; total, 15,227 

Military personnel participating directly or indirectly in mutual 
security programs and activities whose pay and statutory allowances 
are paid from military department appropriations, 8,030. Grand total 
for the Department of Defense, 23.257. 

Recapitulation for the whole program: The number paid directly 
or indirectly, mutual security funds, 30,181. The number of personnel 
participating whose salaries are financed from nonmilitary funds, 
10,380; grand total, 40,561. 

Mr. WiceieswortnH. As I understand it, this request for $33 million 
is $2,496,500 over the comparable amount for the fiscal year 1958? 

Mr. Coox. That is correct. 

Mr. Wicerreswortn. What was the cut made in your request for ad- 
ministrative expenses by the Congress a year ago? 

Mr. Morpny. $2,250,000: that was made in the authorizing proc- 
ess. The request was for $35 million and the authorization was $32- 
750,000. The appropriation was for the full amount authorized. 


| 
| 


PERSONNEL EMPLOYED UNDER ADMINISTRATIVE EXPENSE 


Mr. Wiceteswortu. As I understand it from your statement for the 
fiseal year 1958, you have added 100 American employees and 160 local; 
is that correct ? 

Mr. Coox. That is correct. 

Mr. WicetesworrH. Bringing the total up to 2,203 Americans and 
1,287 locals as of April 30, 1958. 

You nropose, in 1959, a net increase of 24 all told ? 

Mr. Coox. Twenty-four in Washington. It is a total of new posi- 
tions of 53. 

Mr. Wiceieswortn. How many all told ? 

Mr. Cook. 53 new positions? 24 in Washington, 13 in the field, net, 
and 16 for our personnel program, full complement. 

Mr. WiccirswortH. How many positions are you proposing to carry 
on a full-year basis which were only on a part-year basis in 1958? 

Mr. McAuuister. That would be over 100 Americans and 160 locals, 
which we have employed during this year that we will have to pay 
full-year costs for next year. 

Mr. Wiacieswortn. The 53 new positions are all to be filled by 
American ? 
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Mr. McA. ister. Yes. 

Mr. Wiccieswortrn. There will be no additional positions to be 
filled by locals ¢ 

Mr. McAuuisrer. Yes, there is some additional in the locals. 

Mr. WicGLesworru. How many ¢ 

Mr. Murpny. Earlier mention was made of 24 jobs in Washington. 
I think that you would be interested to know that 20 of those are in 
lieu of services that we are now buying from outside, either from other 
Government agencies like the General Services Administration—guard 
services—or from the IBM C ‘0., Which are going to be swite hed onto 
the payroll. 

Mr. WiceLeswortu. What is the increase contemplated to be filled 
by local personnel ? 

Mr. McAuuisrer. 18, sir. 

Mr. Wiceiteswortu. Now, looking down the itemization here on 
pages 2 and 3, there is $300,000 to provide increased training personnel. 

Mr. McAuuister. That is our full complement. 

Mr. WiceLeswortu. It is all for personnel ? 

Mr. Cook. It is to provide positions so that positions in the field can 
be kept filled while people are in training such as language training. 

Mr. Wiceteswortn. And this is the cost of the new positions ? 

Mr. Coox. That is right. 

Mr. WicGLeswortu. And there is a $300,000 increase in the Depart- 
ment of State participating agency cost. Is this also largely for 
personnel] ? 

Mr. McAuuisrer. It is largely personnel ; yes, sir. 

Mr. Wiccieswortu. And there is a $1,500, 000 increase for salaries 
for new positions and full-year cost of positions for which only partial 
financing was provided in 1958? 

Mr. Coox. That is correct. 

Mr. WiceLeswortru. And these three items account for about $2,- 
100,000 out of the increase of $2,500,000, roughly ? 

Mr. McAuutstrer. That is correct. 

The remaining $400,000 is to finance the proposed new positions, 37 
new American positions, of which 24 are in Washington and 13 over- 
seas. 

Mr. Wiceiesworrn. Do you mean this whole increase is a personnel 
increase / 

Mr. McAuuisrer. Yes, the $400,000. 

Mr. Wicereswortu. The $2,500,000 is largely personnel ? 

Mr. McAuuister. Largely personnel costs, and there is travel and 
transportation df things | and rent, and so forth, related thereto. 

Mr. Wiccreswortn. I do not finda breakdown here. I wish that you 
would give us a breakdown of the $2,496,500 increase. 

Mr. Coox. This is not all personnel cost because you have $300,000 
in rents and utilities. 


INCREASES REQUESTED FOR 1959 


Mr. Wice_eswortnH. Put a table into the record so we can see the 
items involved. 


25164-—-58——-91 
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(The information follows :) 


The breakdown of fiscal year 1959 increase over fiscal year 1958 


New field operations to be undertaken in fiscal year 1959 and full 


year operations of new missions opened in fiscal year 1958________ $334, 700 
Increased costs of rents and utilities in Washington and overseas 
ia i i a 262, 900 
Administrative staff to meet shift in locations and types of program 
NNN OS een ee aleae oe etka onmane eaten ealaeecueenaties 1, 262, 300 
Improvement of overseas personnel recruitment and placement 
RID, 65 posers batt 55 abn asa amg one otaku nba 264, 000 
Increased contribution to retirement fund_________._--____________ 97, 200 
Additional Department of State support and participating agencies 
NR aes ch ence envenname yveareteizeneesnten npapemiinn aeesbieascn in aoa aoe eee 275, 400 
TN sais nies a ecient nese eae 2, 496, 500 


REPRESENTATION ALLOWANCES 


Mr. WiceLeswortH. How many missions do you have? 

Mr. Coox. We have people in 65 posts of which 41 are full United 
States operation missions. 

Mr. ‘WieeieswortH. And the total representation allowance re- 
quested is to cover all of them? 

Mr. Coox. Yes. 

Mr. Rooney. Following the colloquy with regard to representation 
in the amount in this budget, would you please insert the amount ex- 
pended in the current fiscal year and in the past fiscal year for repre- 
sentation in Laos, Cambodia, and Vietnam ? 

Mr. PassMan. Please also include Thailand and Burma. 

Mr. Murrny. I could put in an amount for each mission if you 
would like. I can break it down. 

Mr. Passman. Those five countries. 

Mr. Mourenuy. This sum does cover all the overseas missions. 

(The information follows: ) 


REPRESENTATION CostTs—SELECTED COUNTRIES 


Actual or estimated obligations by fiscal years; information requested for 
specific countries is as follows: 








LAOS 

Buwess WORT 1900... cee k $1, 435 | Fiscal year 1958__......._.-... $2, 000 

PECRt FORT 2004 occ nee 1, 955 | Fiscal year 1959__........_.._. . 
CAMBODIA 

oo fg 2, S50.) Wiech) VORP Boden eo 3, 000 

wat Fear 1001 =e 2, 896 | Fiscal year 1959_..______.__-__ 3, 000 
VIETNAM 

Biscal year 1066.._.............- 5, 417 | Fiscal year 1958_............_. 5, 000 

Peer ONE BO 6 ees 4, 566 | Fiscal year 1969............... 5, 000 
THAILAND 

Fiscal year 1066_.............. 4, 996 | Fiscal year 19§8_____-._------- 5, 000 

POE SORE BOG sic cnmennnn 4, 886 | Fiscal year 1959__-_-___--__--- 5, 000 

BURMA 
Basen: Fear 1000... se 0 | Fiscal year 1958.............-- 8, 000 


waeens POOF 1001... 2.40..-- 16 | Fiscal year 1959_.....---.-...- 3, 000 
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PAY INCREASE 


Mr. Forp. The request for this limitation was not predicated on 
the pay-increase legislation ? 

Mr. Coox. It does not include any provision for the pay increase. 

Mr. Forp. Assuming the pay bill is going to be signed by the Presi- 
dent, can you estimate for the record how much of an increase it will 
entail as far as this program is concerned ? 

Mr. Murreuy. It would run approximately $2 million. 

Mr. Forv. In other words, this pay-increase legislation is going to 
add $2 million to your costs under administrative expenses ? 

Mr. Mureny. Approximately ; yes. 

Mr. Forp. And that was not figured when you asked for the $33- 
million limitation ? 

Mr. Murpny. No,sir. 

Mr. Passman. You did not anticipate that ? 

Mr. Murrnry. We were forbidden, in making up our estimate, to 
include any pay action. 

Mr. Passman. Did you ignore the possibility that there would be 
a pay increase? Did you not take full advantage of the present law 
‘to protect yourself as far as you could ? 

Mr. Mcurerry. We took and projected the actual salaries they were 
paid. 

Mr. Miuter. Does the pay increase affect the so-called locals ? 

Mr. Cook. No. 

Mr. Mitier. A straight 10-percent increase across the board, but it 
would apply only to the American personnel and would not neces- 
sarily apply to your indigenous personnel ? 

Mr. Murpuy. That is correct. 

Mr. Passman. Will you please provide for the use of the committee 
the latest report on the financial status of the total program in your 
document entitled “Mutual Security Programs, Status of Funds”? 


TECHNICAL CooPpERATION ProGRAM SUPPLEMENTAL 


Mr. Passman. The committee is in receipt of a Presidential message 
requesting an additional appropriation of $8 million for bilateral tech- 
nical cooperation. This is in addition to the original request for $142 
million, making a total of $150 million for this item. The committee 
also has a letter on this subject from the Honorable Douglas Dillon, 
Deputy Under Secretary of State for Economic Affairs. The Presi- 
dential message will be placed in the record at this point as a supple- 
ment to the original budget request. Without objection, the letter 
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from Mr. Dillon, together with its enclosure, will be placed in the 
record in justification of the additional request. 
(The material referred to follows:) 


[H. Doe. No. 407, 85th Cong., 2d sess.] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING 
AMENDMENTS TO THE BUDGET FOR THE FISCAL YEAR 1959, INVOLVING AN INCREASE 
IN THE AMOUNT OF $8 MILLION, FOR MUTUAL-ASSISTANCE PROGRAMS 


THE WuiteE Hovske, 
Washington, June 18, 1958. 
The SPEAKER OF THE HOUSE OF REPRESENTATIVES. 

Srr: I have the honor to transmit herewith for the consideration of the Con- 
gress amendments to the budget for the fiscal year 1959, involving an increase 
in the amount of $8 million, for mutual-assistance programs, 

The details of these amendments, the necessity therefor, and the reason for 
their submission at this time are set forth in the attached letter from the Director 
of the Bureau of the Budget, with whose comments and observations thereon I 
concur. 


Respectfully yours, 
Dwient D. EISENHOWER. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
3UREAU OF THE BUDGET, 
Washington, D. C., June 17, 1958. 
The PRESIDENT, 
The White House. 


Str: I have the honor to submit herewith for your consideration amendments 
to the budget for mutual-assistance programs, for the fiscal year 1959, involving 
an increase in the amount of $8 million, as follows: 


Mutua SEcuritTy 


Funds appropriated to the President 


| 
H. Doc. Heading | Original Change to Increase 
363 | | estimate 
| 
Page 2 Technical cooperation, general authorization ’ $142, 000, 000 | $150, 000,000 | $8, 000, 000 


CORPORATIONS 


Page 3 | Limitation on administrative expenses, Development | | 
Loan Fund____. ~ s (685, 000) | (1, 500, 000) (815, 000) 


| 
| | 


The amendment for “Technical cooperation, general authorization” is neces- 
sary to provide funds for increased language training for ICA personnel, other 
personnel improvements, and an increased program for training foreign nationals 
in the United States. The authorization for this increase is contained in H. R. 
12181, 85th Congress, which has been passed by both the Senate and the House 
of Representatives. The proposed increase in the limitation on administrative 
expenses of the Development Loan Fund is necessary in order to provide therein 
for expenses originally classified as operating expenses. This is considered to be 
a more appropriate budgetary arrangement and should clarify the division be- 
tween administrative and operating expenses. 

I recommend that the foregoing amendments to the budget for fiscal year 1959 
be transmitted to the Congress. 

Respectfully yours, 


Maurice H. STANs, 
Director of the Bureau of the Budget. 
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DEPARTMENT OF STATE, 


Washington, June 20, 1958. 
Hon. Orro E, PASSMAN, 


Chairman, Subcommittee on Foreign Operations, 
Committee on Appropriations, 
House of Representatives, Washington, D.C. 


Dear Sir: The Committee on Foreign Affairs of the House of Representatives, 
in its report on H. R. 12181 covering the Mutual Security Act of 1958, increased 
the $142 million request of the executive branch for bilateral technical coopera- 
tion. In explaining the increase of $8 million, the committee reported: “The 
increase of $8 million recommended by the committee is intended primarily to 
strengthen the personnel side of the program rather than to expand programs. 
Recruitment procedures can be improved to assure more careful selection. Train- 
ing programs can be developed with particular emphasis on language instruction 
for personnel under technical cooperation and for program personnel under other 
eategories of aid whose services abroad advance the same general objectives. 
Similarly the increment will permit an expanded program of participant training, 
making it possible for more to study in the United States or in third countries.” 

The Committee on Foreign Relations of the Senate supported this increase ini- 
tiated by the House, stating: “It is intended by the committee that the increase 
over the administration’s request be used primarily for personnel improvement 
programs. The committee is particularly anxious for ICA to expand greatly 
its work in training technicians in the language of the country to which they 
are to be assigned. Further improvements could also be made in ICA’s methods 
of recruiting. The committee recognizes that a part of these expenditures would 
come under the head of administrative expenses, which are provided for else- 
where in the act. The committee feels, however, that these activities have such 
a direct bearing on the success of the total technical assistance program that they 
can properly be carried on with nonadministrative funds.” 

A Presidential message was forwarded to your committee on June 17, 1958, 
requesting that the amount to be appropriated for bilateral technical cooperation 
be established at $150 million. 

The attached statements indicate the nature and scope of the programs which 
would be initiated by the International Cooperation Administration in its per- 
sonnel and participant training programs if the additional $8 millon is appro- 
priated by the Congress. 

I am convinced that appropriating the $8 million recommended by the House 
and Senate Foreign Affairs and Foreign Relations Committees and passed by 
both Houses will greatly accelerate the process of strengthening the entire 
mutual-security program. If any further information is required by your com- 
mittee, please do not hesitate to call on me. 

Sincerely yours, 
DovueLas DILLON, 
Deputy Under Secretary for Economic Affairs. 


INTERNATIONAL COOPERATION ADMINISTRATION EXPANDED PERSONNEL AND PARTICI- 
PANT TRAINING PROGRAMS BASED ON INCREASE OF $8 MILLION FoR FiscaL YEAR 
1959 TECHNICAL COOPERATION PROGRAM 


The $8 million additional technical cooperation funds now provided for in 
the authorizing bills could be used very effectively in strengthening the total bi- 
lateral technical cooperation effort by improving the recruitment, selection, and 
training of ICA overseas personnel and expanding the program of participant 
training, making it possible for more to study in the United States or in third 
countries. The report of the Committee on Foreign Affairs on the Mutual 
Security Act of 1958 aptly described the needs of this phase of the bilateral 
technical cooperation program : 

“The Executive request for bilateral technical cooperation was $142 million, 
and the committee increased it by $8 million. Based upon firsthand observa- 
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tions in many countries over the world, the committee is of the opinion that the 
program is generally successful, not only in material accomplishments but in 
developing a favorable attitude toward the United States at the grassroots level. 
The committee has long insisted that the strength of the program lies not in the 
multiplicity of projects but in their soundness and in the quality of its personnel. 
Their technical competence is only one requisite for success. A capacity to 
adapt to difficult living conditions and different customs, and an ability to impart 
Skills to people who speak a strange language and who have a limited technical 
knowledge are equally important. The best testimony to the soundness of this 
approach is the rapidity with which the Soviet bloc has copied it. Recent esti- 
mates indicate that more than 2,000 bloc technicians are abroad, while an equal 
number of people from the less developed countries have been brought to the 
Soviet Union or other bloc countries for training or observation. 

“The increase of $8 million recommended by the committee is intended, pri- 
marily, to strengthen the personnel side of the program rather than to expand 
programs. Recruitment procedures can be improved to assure more careful 
selection. Training programs can be developed with particular emphasis on 
language instruction for personnel under technical cooperation and for program 
personnel under other categories of aid whose services abroad advance the same 
general objectives. Similarly, the increment will permit an expanded program 
of participant training, making it possible for more to study in the United States 
or in third countries.” 

The report of the Senate Committee on Foreign Relations on the Mutual 
Security Act of 1958 authorized an increase of $8 million initiated by the 
House over the administration’s request, stating that: 

“It is intended by the committee that the increase over the administration’s 
request be used primarily for personnel-improvement programs. The committee 
is particularly anxious for ICA to expand greatly its work in training technicians 
in the language of the country to which they are to be assigned. Further im- 
provements could also be made in ICA’s methods of recruiting. The committee 
recognizes that a part of these expenditures would come under the head of 
administrative expenses, which are provided for elsewhere in the act. The 
committee feels, however, that these activities have such a direct bearing on the 
success of the total technical assistance program that they can properly be 
earried on with nonadministrative funds.” 

ICA has proposed to budget these funds as follows: 


Projected improvements in recruitment, selection, and training of ICA overseas 
personnel and expanded participant training program for fiscal year 1959 


Personnel administration : 


I CIRO see at i wena eh 2 veietetien mv ecitsls bidlah bucdanel as aay a 
Ete Ss OS iin Seiirae ai oeeiianamncines 270, 000 
Renee GURU UNI 5 hs Scent ae enews 975, 000 
a aatetcom Se aa as od Salona ors ede cacao 610, 000 

Panta Fe Ok OS ee dee dieecdars 5, 165, 000 

Participant training: 

ES A nin cctv ap ee scien oo eaetaginle catalan samira tere apes 1, 875, 000 
Tmpnoving mueiity Of training... 55. eee nanan 560, 000 
Bupaort COR. i een ns ennmerscenerern== == 405, 000 

TIN asserts ssige an wep mem h eee tn oe presen sins Sees enearesinn so osalieentaren neato ak dh ate _. 2, 840, 000 


It should be understood that the funds proposed for each of the activities 
described briefly below are additional to those provided in the original fiscal 
year 1959 budget submission. 


Language training, $3,310,000 

Preparatory work has been undertaken to determine the methods and tech- 
niques which should be used to strengthen significantly the present inadequate 
provisions for language training. A survey was initiated in February 1958 to 
identify those particular positions in which knowledge of a local langauge is 
highly important to effective job performance and, also, to obtain a self- 
appraisal inventory of the language proficiency of all overseas staff. Returns 
of this special survey of language proficiency and requirements indicate a 
widespread need for increased language training. Specifically, our United 
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States operations missions overseas report useful language ability is essential 
or very desirable in more than 50 percent of the positions overseas, while the 
staff self-appraisal of language proficiency for employees in continuing positions 
indicates that only about 25 percent of the staff has useful proficiency. As might 
be expected from the length of time the program has been in operation, language 
proficiency is much higher in Latin America than in other regions. Even here, 
however, only 53 percent of the jobs requiring language ability in Latin America 
were filled by people who had this ability. The projected program of $3,310,000 
is a practical reflection of what could be undertaken in the first year of the 
program. A language-training program would include training away from 
post—using, primarily, the Foreign Service Institute facilities at Beirut 
(Arabic), Mexico City (Spanish), and Washington (French and minor lan- 
guages)—and substantially intensified training at post, utilizing the facilities 
provided by the Foreign Service Institute through the respective embassies. 
ICA intends to use the language-testing service of the Foreign Service Insti- 
tute in Washington to validate the individual’s proficiency and further training 
needs as staff enter on duty or return for home leave. 


Technical training, $270,000 


The inservice training program initiated in fiscal year 1958 is proving a valu- 
able tool for keeping technicians’ skills fresh and developing potential for higher 
responsibility. If funds are provided for expanding this program, priority 
would be given to 2 main areas of need: (1) Refresher training, normally around 
45 days, and (2) developmental training in institutions and other agencies of 


longer duration, about 9 months, to develop the professional potential of mid- 
career technicians. 


Support technicians, $975,000 


The overseas intern program initiated last year provides an effective means 
for building into the program a limited number of especially promising younger 
technicians and providing them on-the-job training primarily through planned 
work assignments. This type of training program, however, cannot meet the 
total need for “filling in from below” with staff which has the capacity for grow- 
ing with experience and providing future leadership. Meeting this kind of need 
is much more difficult to do in ICA than in most other organizations. Program 
needs are predominantly for staff sufficiently experienced and mature to serve 
as technical advisers to cooperating countries, and they must be accepted by 
the country requesting technical assistance. 

There are a considerable number of candidates in the 30-35 age range, well 
qualified in their technical specialties for service in the ICA program except 
in one respect—work experience. The proposal here is to build into the pro- 
gram—in overcomplement positions for their first year—about 100 such persons 
during fiscal year 1959. They will be placed in countries where positions they 
would be qualified a year hence to fill will be opening up. During this year, 
they would be assigned to duty in their respective fields in what might be called 
an understudy capacity. This would build for the future by taking a number 
of promising technicians who would be rendering useful service and, at the 
same time, gaining expereince in doing the kind of job expected of them as they 
move into regular positions. 


Support activities, $610,000 


Expansion of activities designed to improve the recruitment, selection. and 
training of personnel requires that adequate provision be made for the statf and 
other resources required to administer and implement these expanded programs. 
The fiscal year 1959 original ICA budget request included funds for conducting 
the ICA personnel program, but it did not make provision for carrying out the 
new or expanded activities required by this addition to technical cooperation 
funds. These proposed additional programs are related directly to programs 
already initiated toward the improvement of recruitment, selection and training 
of personnel, but $1,270,000 of the amounts indicated above ($660,000 for lan- 
guage training and $610,000 for support activities) represent expenditures that 
in the past have been classified under the heading of administrative expenses, 
which are provided for under section 411 (b) of the Mutual Security Act of 1954, 
as amended. The Committee on Foreign Relations feels that these activities 
have such a direct bearing on the success of the total technical assistance program 
that they can properly be carried out with nonadministrative funds. ICA is in 
full agreement with this view. 
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During the past year, after Congress concurred in the outlines of a funda- 
mental reorientation of the ICA overseas personnel management system better 
to meet the long-range needs of a continuing program of technical and economic 
cooperation with newly developing countries, a measure of progress has been 
accomplished. During this period the agency has established selection panels, 
initiated an inservice training program, studied the needs for language training 
and begun laying plans for meeting them, and have completed comparative evalu- 
ations of performance and potential of ICA personnel in 11 broad occupational 
fields. The House Committee on Foreign Affairs is correct in emphasizing that 
the strength of the program depends in large measure upon the quality of its 
personnel and that technical competence of personnel is only one requisite for 
success. Utilizing $5 million of the increase of $8 million recommended by the 
House and Senate Foreign Affairs and Foreign Relations Committee and passed 
by both Houses of Congress will strengthen the personnel side of the program 
by improving recruitment procedures and developing training programs with 
particular emphasis on language instruction. 


EXPANSION AND IMPROVEMENT OF PARTICIPANT TRAINING 


The fiscal year 1959 budget presentation provided for funds required to carry 
out participant training using existing methods and resources. It is not con- 
sidered possible to meet all other program needs within the $142 million provided 
and at the same time substantially broaden the participant program to meet 
new needs and develop new resources and methods for training. The availability 
of $3 million of additional technical cooperation funds will permit these new 
approaches to be developed more rapidly with considerable desirable increases in 
the total amount of needed training provided and improvements in the quality 
of all training programs. The activities to be undertaken in providing and 
expanding participant training would be as follows: 


Additional training, $1,875,000 


ICA and its predecessor agencies have followed the general policy, with rare 
exceptions, of limiting training provided to any one participant to not more than 
1 year. United States operations missions and participating country leaders 
have frequently urged that longer term training be made available where required 
to meet their needs. There are in fact many cases where given limited scope 
and quality of prior educational and training facilities available in the less 
developed countries, 1 year is not long enough to give a participant the training 
he needs to operate effectively in a technical field. Financing of the additional 
280 man-years of training proposed under this expanded program would be 
utilized by selected participants who have demonstrated during their first year 
that they have a high potential for professional growth and technical leadership. 
It is also intended to provide offshore and third country training for 410 addi- 
tional participants, representing 300 man-years, at third country training centers 
in Hawaii, Puerto Rico, American University of Beirut, Thailand, the Philippines, 
Japan, and Western Europe. 


Improving quality of participant training, $560,000 


The additional technical cooperation funds would be utilized to stress the im- 
provement of quality of participant training and in particular to provide English 
language training for participants and to provide a continuing flow of followup 
materials for participants who have returned to their own countries. 

The agency has been finding it increasingly difficult to select well-qualified 
participants in less developed countries who, in addition to technical quali- 
fications, are also proficient enough in English to benefit fully from training pro- 
grams in the United States. Relatively small program investment in English 
language training supplementing the programs presently being conducted in other 
countries by the United States Information Agency would greatly increase the 
quality and effectiveness of the overall participant training program. ‘This Eng- 
lish-language training would be carried out through contracts with United States 
universities or other contractors who would provide the instructors and necessary 
materials and equipment. Basically, the process is one of teaching nationals or 
resident Americans to be teachers of English to prospective participants. 

Supplying a continuing flow of printed materials and technical help to returned 
participants is an inexpensive yet effective way of capitalizing on the investment 
of United States funds in participant training. 
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The agency plans to test out a number of promising proposals for contracts 
with United States universities, foundations, private firms, and organizations for 
the development of special training programs for ICA participants. There is 
also some basis to believe that the whole technical cooperation program could be 
improved if it were possible for the agency to provide partial financing for United 
States technical organizations and private business firms and investment firms to 
assist participating countries directly in developing the private sectors of their 
economies 
Support costs, $405,000 


The expanded programs of participant training, in addition to that already 
planned for fiscal year 1959, will require— 

(a) Additional ICA program staff to handle the increased workload de- 
veloping from additional participants. 

(6b) Contribution to third countries for additional costs in handling in- 
creased number of ICA participants. 

(c) Additional services including interpreters, health insurance, and other 
service costs involved in handling participants coming to the United States or 
to third countries. 

(d) To provide additional training materials, particularly the prepara- 
tion of special reports and other training materials required for the use 
of participants and ICA technicians working in the field. 

In summary, the action initiated by the House Committee on Foreign Affairs 
and supported by the Senate Committee on Foreign Relations will contribute 
greatly in improving both the personnel program and the participant program. 
It is true that the measure of success of the technical cooperation program is 
not only in material accomplishments, but in the development of a favorable 
attitude toward the United States at the grassroots level. It is equally true 
that the strength of the program is dependent to a large extent upon not only the 
technical competence, but on the quality of the people who are participating in 
the program. A large segment of the people associated with the program are 
represented by the American technicians who are being sent overseas and the 
nationals of other countries who are coming to the United States or to third 
country training centers as participants in a training program. The program 
suggested by the authorizing committees, if funds are appropriated, will go a long 
way toward enabling the United States and cooperating countries fully to 
capitalize upon the most important of all of its resources; that is, the people, 
both Americans and nationals of cooperating countries, who will be conducting 
these programs over a period of years and teaching others the knowledges, skills, 
and abilities that these people have absorbed. 


This concludes the hearings on the budget request for the mutual- 
security program. 

Thank you, gentlemen, very much. 

The committee will adjourn until 7 o’clock this evening. 


Turspay, May 6, 1958. 
THE AMERICAN UNIVERSITY OF BEIRUT 
WITNESSES 


HON. PRINCE H. PRESTON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF GEORGIA 

JOHN C. CASE, CHAIRMAN OF THE BOARD OF TRUSTEES, AMERICAN 
UNIVERSITY OF BEIRUT 

REAR ADM. THOMAS KELLEY, MEMBER OF THE BOARD OF TRUS- 
TEES, AMERICAN UNIVERSITY OF BEIRUT 


Mr. Passman. The committee will come to order. 

This is a special session of the subcommittee to hear Mr. Case, who 
is chairman of the board of trustees of the American University of 
Beirut, Lebanon. Mr. Case is accompanied by my very good and per- 
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sonal friend, Adm. Thomas Kelley, who is a member of the university’s 
board of trustees. 

We are pleased also to have with us our beloved colleague, Congress- 
man Preston of Georgia, who is chairman of an important committee. 
He has postponed temporarily the markup of his own bill so as to be 
present and introduce our present distinguished witnesses. | 

Mr. Preston, we are happy to have you with us this afternoon, and 
certainly we are delighted to have you introduce the witness. 

Mr. Preston. Thank you, Mr. Chairman and members of the com- | 
mittee. I am very grateful to the subcommittee for giving the next 
witness an opportunity toappear. Iam hereto present him principally 
not because the witness needs to be introduced, but primarily to say 
when I, quite by accident, learned of his interest in the matter that 
he will present to the committee, it appeared to me as a rather sensible 
thing because I have always had some interest in the American Uni- 
versity at Beirut, and I think the Members of Congress generally 
believe that that is a great and vital function in the particular area 
which it serves for reasons, of course, that the witness will elaborata 
upon. 

After I heard this witness discuss the matter, I thought it would be 
indeed a splendid thing if the committee could hear him and that is 
why he is here today, partially at my suggestion, and also at his own 
request, that he be allowed to come and testify relative to this matter. 

Mr. John C. Case, for the sake of identificaton, is the former vice 

resident of the Socony-Vacuum Oil Co., and is retired. Throughout 

is life he has taken a great deal of interest in activities not related to 
business, but in the public interest. He has always been interested in 
the welfare of the American University at Beirut, and he is, perhaps, 
one of the best informed men on conditions in the Near and Middle 
East that we could hear. He has a vast experience in this area, includ- 
ing business experience, and is thoroughly competent to testify about 
this subject. 

He is now the chairman of the board of trustees of the American 
University at Beirut, and wishes to call to the attention of the com- 
mittee a proposal that I certainly endorse, and hope that the committee 
will give its usual very careful consideration. 

So, Mr. Case, I am sure that Mr. Passman and the members of the 
committee will be glad to hear you at this time. 

Mr. Passman. Mr. Preston, on behalf of the committee I should like 
to thank you for appearing with Mr. Case, and for introducing him. 
We know that you would not recommend that this committee hear 
any witness in behalf of any project without your having first satisfied 
yourself that the individual was of unimpeachable integrity. 

We are delighted to have you with us, Mr. Case, and particularly 
as our beloved colleague, Prince Preston, and Admiral Kelley, appear 
i with you. We should be pleased to have you make a statement at 
this time. 

Mr. Case, if you do not have the information in your prepared 
statement, I wish you would state for the record a little bit about your 
background and experience. I understand personally your former 
connections, that you are now in retirement and working more or less 
in the interest of humanity. 

Will you please give us a brief biographical sketch ? 


TEL: ES SIRT SEIS TET) OAR AR AM CHR TT 





1449 


BIOGRAPHY OF MR. CASE 


Mr. Cass. Thank you, sir. 

I spent my life in the producing end of the oil industry until I went 
on the board of the Socony -Vacuum Oil Co. and had a more general 
interest in its operations. 

During that time, because of our foreign interests, I spent a good 
deal of time abroad both in South America, Europe, and the Middle 
East. Some 15 years ago, I think, my then boss, who was the vice 
president in charge of production, a position which I subsequently 
assumed, felt that it would be a good idea if I would go on the board 
of the American University in Beirut. Some friends of mine had 
approached me and asked me to take it. It would entail taking a good 
deal of time from company business, and a certain amount of expense, 
and he urged me very strongly to take the job; which I did. 

I became through that position more interested in, perhaps, the edu- 
cational and cultural situation in the Middle East than I would have 
otherwise. 

I have always had an interest in the people in that part of the 
world—one of those sort of intellectual things, I suppose—but through 
this contact with the dedicated people who were on the board at that 
time I was in a position to see something of the sort of life behind 
the scenes, and something that, perhaps, in the ordinary way the 
businessman does not get in a foreign country. 

I was retired due to age last July and, although up to that time I 
had been able to get out “only to the Middle East about once a year, 
since then I have been out there 3 times in the last 12 months, and I 
expect to spend whatever time I can spare in keeping in contact with 
things in that area, because I feel very strongly that it really is the 
vital part of the world to the United States. We not only have the 
fuel supply for the whole civilized world concentrated there—I mean 
the excess fuel supply that is going to supply Europe—but, of course, 
it is the contact between Asia and Africa and Europe, and the common 
meeting ground. The people there are going to play, I think, a real 
part in the future of the world, because they are highly intelligent. 
They are a little on the sharp side, maybe, but with the resources, our 
interest in those resources, and Russia’s enormous interest in their 
denying the Middle East to the West, I think we have perhaps our 
major foreign problem right there. 


IMPORTANCE OF EDUCATION IN THE MIDDLE EAST 


I believe that I should not perhaps be criticizing some of our policies, 
but I think that money spent in education is the best. sort of effort 
which we could make, and that we have to be tolerant and teach toler- 
ance and we have to teach the Christian point of view. I do not mean 
we have to proselitize, but we have to teach this precept of live and let 
live, and it is only through that sort of education that I think we can 
get this Middle East and ourselves to cooperate fully. 

As you know, we have, first of all, the conflict ‘between Israel and 
the Arab States, and we have great internal strains in the Arab world 
between the old Crown people like King Saud and the old gang, and 
these new fellows who are coming up, and perhaps have ambitions 
and a real belief in the welfare and the future of their people. So, 
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there are the makings of strife. That is where the world war could 
start. I believe that it is through this education that we can hope to 
bring about a unified Arab State which I firmly believe in. I think 
we should be working to get the Arabs together. I do not mean under 
Nasser, but we should do everything we can to put down strife and to 
support cooperation and friendship within the Arab world, and be- 
tween the Arab world and Israel and the West, and that we can let 
them be neutral. We have no reason for trying to bring them into 
any military bloc or alinement of any kind, and I think our university 
is, perhaps, ‘the best tool we have in that area. 

It is because of my firm belief in this thing that I take the liberty 
of imposing on your time, with the suggestion that the United States 
spend a lot of money on the university which is in existence, and has 
been there for 91 or 92 years. It has great influence, and can be a 
very great factor for peace in the area. TI believe it is much more 
important to spend the money on this kind of thing than on military 
aid and tanks and things for people who are not going to use them 
or, if they do use them, the vy will probably use them in the wrong way. 

Mr. Passman. Mr. Case, would you take the time at this point 
to describe the university, its size, the subjects taught, and state for 
the record whether or not it is an accredited school, and what lan- 
guages it teaches, as well as the number of students attending, and 
the number of students from the different nations. 


GENERAL STATEMENT 


Mr. Cast. I have a prepared statement here, Mr. Chairman, which 
gives most of those answers, if I could read it, and then T can fill in 
any gaps. 

Mr. Chairman, I start in a sort of formal style here. 


HISTORY 


The university was founded in 1867 by Dr. Daniel Bliss as the Syrian 
Protestant College. The medical school was founded a few years 
later. In 1921 the name was changed to the American University 
of Beirut. 

THE UNIVERSITY 

The institution is now a private nonsectarian university with 4 
major schools: Arts and sciences: medical sciences with its own hos- 
pital schools of pharmacy, nursing, and public health: agriculture 
with its experimental farm; and engineering consisting of the 4 facul- 
ties of mechanical, civil, electrical, and architectural engineering. 

Associated with the university and on the same campus is Inter- 
national College, a preparatory school with 1,600 students. Because 
of the poor preparation of students coming from most of the area, this 
association with a preparatory school is necessary. Plans, however, 
are underway to move the school to its own campus when the necesary 
financial backing can be obtained. This move is in the interest of 
the university which needs both the space and the buildings which 
will be evacuated. 

PLANT 


The Schools of Engineering and Agriculture, having been added 
since the war with funds obtained from the Ford Foundation and the 
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oil industry, are housed in modern functional buildings with adequate 
space for classrooms, laboratories, faculty offices, “and rooms for 
students for rest and study. 

The hospital compound with doctors’ offices is across the street from 
the main campus in a number of old and inefficient buildings, uneco- 
nomical to operate and unsuited to the needs of the university today. 
The electric current has been short both for laboratory and lighting 
purposes, but a new powerplant is now being built and the entire 
university rewired with funds borrowed from “the endowment. 

It is interesting to note at that point that this new powerplant has 
been donated by a British industry. We have about a quarter of a 
million dollars worth of equipment that has been given us free, espe- 
cially designed for teaching as well as for plant operation, and they 
have given us an addition: 1 half-million dollars worth of equipment 
for the E ngineering School. Of course, they are interested in having 
the engineers in that area trained on British equipment, so they can 
sell in the area, but we have not been able to interest American manu- 
facturers in the same way. 

Facilities for rec reation and extra-curricular activities are sadly 
lacking and only 25 percent of the male students can be housed on the 

campus. There are some 400 women students; and dormitories for 
those who do not live with family or relatives in Beirut are now under 
construction with money supplied two-thirds by Shell Oil Co., the 
remaining third being borrowed from the endowment fund. 


AREA SERVED 


The student body of some 2,200 undergraduates is drawn from over 
40 countries, including all of the Arab States of Asia and North 
Africa, Iran, Pakistan, Indonesia, Afghanistan, Ethiopia, and several 
Europe: in countries, and the United States. There are some 70 Amer- 
ican and European students. Thirty religious sects are represented. 


SOURCES OF REVENUE 


The university has an endowment fund with a market. value of less 
than $7 million, and an estimated income of about $300,000. Tuition, 
sale of services, boarding and feeding, and the hospit: al will prov ide 
about 40 percent of the | operating budget of $5,800,000. 

That is the amount this year, and it will be about $6 million next 
year. Other major sources of income are the ICA training contract 
which will yield about $1,200,000, the Ford Foundation, $750,000; and 
the Roe kefeller Foundation, $500,000 : industry contributions, mostly 
oil, $450,000 : miscellaneous sources, $100,000, 

The only large capital grant which we have received recently is 
being used, as stated above, toward the cost of the women’s dormitories. 
Other capital expenditures for which no money has yet been found, but 
which were considered essential, will amount to about one-half million 
dollars this year, and about $1 million this year and next. 

The effort to raise money from individuals, smaller foundations, and 
industry is being intensified, but it is unlikely that really significant 
amounts can be obtained from United States donors with the exe eption 
of the major foundations and the oil industry. 
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OBJECTIVES 


The trustees believe that the university has been and is a most im- 
portant source of American influence in the Middle East and that this 
influence can be greatly increased. 

Large numbers of Arab students are going to the best American, 
English, and European universities, and lately they have been offered 
free transportation, board, and tuition at Russian universities. The 
wisdom of sending undergraduates, mostly immature boys, to the 
modern Western World with its completely different social and relig- 
ious backgrounds is questionable, but these students are seeing the best 
the West has to offer in the way of educational facilities and are 
making comparisons with the AUB. It is therefore essential that 
both facilities and education at the AUB, which stands for American 
education in the eyes of the Arab world, be raised to a high level. 

The faculty is, and should probably continue to be, 60-percent Middle 
Eastern, but it is necessary to have American scholars in key positions 
and these should be the best obtainable. 

It is not our intent to expand the size of the university greatly beyond 
its present numbers since we feel that it should be a model for the 
national universities which are developing in the area, and a training 
ground for faculty for those universities which in the course of time 
should assume the educational burden. The problem of the national 
universities is not one of money which is made abundantly available 
by their governments but of obtaining suitable faculty and maintain- 
ing high standards. 

In the developing climate of education in the Middle East the main 
contribution of the AUB should therefore be to become a center of 
academic and professional excellence, thus blazing trails of develop- 
ment in these fields for others to follow and to attract people of great 
ability and brilliant minds who would eventually become leaders in 
their own countries. Such excellence can be achieved only, as already 
explained, by building up the physical plant of the univ ersity in build- 
ings and equipment toward the highest possible standard and by at- 
tracting faculty of recognized ability and worth. Unless such excel- 
lence is achieved the great influence of the university will necessarily 
decline, and with it much of our prestige. 

There follows now a list of what is needed in the way of physical 
plant in order to put this university in shape. 

In order to put the plant in first-class condition the following oe 
repairs, reconstruction, and new buildings will be required in the nea 
future. 

The most serious situations exist in three general areas: 

(1) Arts and sciences 
(2) Dormitory and facilities for social development. 
(3) Hospital and medical sciences. 


ARTS AND SCIENCES 


The creation of the schools of engineering and agriculture since the 
war has resulted in a great increase in the number of students in arts 
and sciences in the freshman and sophomore years, particularly in the 
field of the natural sciences. We have applied to several fundations 
and corporations for the money for a new science group—so far with- 
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out success. Classrooms, faculty offices and laboratories in the arts 
and science area are all either in bad shape or completely inadequate 
from a space point of view. The situation here is se Money 
needed : $1,850,000. 


DORMITORIES, ETC. 


In the Middle East where practically all of our students come from 
a completely foreign social and religious environment, the students 
should be housed on the campus, have adequate facilities for clubs and 
recreation so that they may learn to know each other—especially their 
American and European fellow students, and where they can be kept 
under the influence of advisers who have thorough halesolans of their 
background and needs. The construction of dormitories and a student 
life building are of the utmost importance, and since there is a season 
during the winter when the athletic field cannot be used, a gymnasium 
is of much greater importance than would be the case in other areas. 
Money needed : $5,700,00. 

I stress this because I have been told by a number of people that in 
view of the attitude of Congress and the United States toward econ- 
omy in general that what might be called recreational facilities will 
not be approved by, for instance, the ICA and the State Department, 
but this in my opinion is of fundamental importance. 


MEDICAL AND HOSPITAL 


We are under tremendous pressure to improve the quality of facili- 
ties and increase the space for private patients since this is the only 
first-class hospital in the area. 

And, incidentally, it is the only American hospital outside the 
United States which has been fully accredited by the accrediting body 
which is made up of the American Medical Association and the sur- 
geons and the physicians and all the rest of the medical people. 

In order to put the hospital and medical school in proper condition 
with proper research and really in good condition, it would take about 
$4 million. This is something that the Rockefeller Foundation tells 
us is extremely important. They say they are prepared to give us 
another quarter of a million dollars a year for operating if we can 
provide the facilities so that we can then put ourselves in shape to 
acquire these funds which are given for research by institutions like 
the National Heart Foundation, and so on. They also tell me some- 
thing which I did not know, and that is that the Harvard Medical 
School is supported to the extent of 60 percent by such grants, but we 
are not eligible because we do not have the facilities for doing the 
research work, and yet we have provided most of the doctors, at least, 
in that area. 

We have just had a survey made by a firm of hospital consultants 
who recommended radical reconstruction of the whole hospital at a 
cost of $1,600,000 instead of spending approximately $600,000 on a 
patchwork job which would entail high operating costs. New medical 
school and research facilities: $2,400,000; money needed: $4 million. 


WORK UNDERWAY OR APPROVED 


Capital expenditures for major repairs, completing the engineering 
laboratories, building a women’s dormitory—to which a large contribu- 
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tion was made by Shell—and other essential work will amount to about 
$1 million more than we have in sight this year and next. 

Now there follows a list of things as the result of a careful survey 
which are needed to put this school in first-class condition, and the 
total capital needs for construction and reconstruction, for equipment, 
and so.on, which amount to almost $15 million. 

A number of these projects have been referred to in detail here. 

Mr. Passman. Without objection, that chart will be inserted in the 
record. 

Mr. Casr. Yes, sir; I will give you this complete, sir. 


American University of Beirut, capital needs 


Projects underway and approved, 1957, 9 but not financed : 
wens nme sii ain inicliaanse danse 2oasere 
To complete engineering laboratories_._.._.__..______ Wiibe tice Macca 
To complete powerplant _____~ __... ) $1, 000, 000 
Ring mains and steam lines 23S 
BULePOmBMOOUS LG Ue st 
Arts and Science School : 
a lie eee ee $250, 000 
Physical sciences building CELE I ee 
Classrooms and faculty offices__.._._..........______ 1, 000, 000 
Library extension___. idee LS eee 


<cinicionshe ecient 1, 850, 000 


Remodeling, deferred maintenance: 
Fisk Hall____- st a __ 100, 000 
Rar tina? + Wid ; AO oss ns at edcacees <aepiol ate 300, 000 
Elementary school__ i aati 75, 000 
Infirmary__ amare 40, 000 
Peers sein cat SE See ae Sa 75, 000 
Museum_ then Ge eRe Soe wake 45, 000 
NN oa si iis obs dies de wih ating pga tnciege apie 5 phi ebiigigtl cea 25, 000 
Water supply nae SB iiosdegt eta hie aceall aie 110, 000 
a 770, 000 


Recreation and dormitories : 

ey Sannin es k4 ats ek ninth dha é 4, 000, 000 

S:udent life building_____ ha seicialescciaiece ninth Aueies inion 1, 000, 000 

Gymnasium 3 iit 300, 000 

Athletic field____-_ See acta earns: 50, 000 

Auditorium ____. FS iste pthies win citbane te 350, 000 

———— — ——— 5, 700, 000 

a I ssa cert tit cee mio hla Sala lae et ee tM. 450, 000 
General campus: 


Administration building “ch acon ton Geuasnaeeee peat eneae cae $150, 000 
Corporate yard, roads, grounds__-__-__-.--_-.--_~ 250, 000 
400, 000 
Hospital and medical sciences : 
PAROS Ao ot mene dss pocion oh otal easnipevirds i aaguacins ay ! ee 
Medical teaching, research__.__-__________________ 2, 400, 000 
—_—_——_—_ 4, 000, 000 
Dquipment, replacement, additions, all schools over 3 years____-~-- 574, 000 
CS ee a a sia ag aka an alt Ce a 


FINANCIAL SITUATION 


Next is the financial situation. There is a brief word here on this, 
on our operating budget for 1958-59, which is the coming year, and 
which we have just approved. This will take a little over $6 million, 
and we have in sight about $5.9 million. That is for operations only. 
The income from tuition, sales of services, the hospital, and so on, will 
amount to about $2.2 million. 
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The ICA contribution will bring in about $1.34 million. 

We will be training next year about 650 students from all over that 
part of the world as far east as Pakistan and Indonesia, and as far 
west as Greece, Lybia, and into Somaliland and Ethiopia. 


ENROLLMENT 


Mr. PassMan. What is the total enrollment ? 

Mr. Case. About 2,200, and we will have, maybe, 650 of those who 
will be ICA students. That is at least a 50-percent increase over any- 
thing we have had before. That, of course, helps us enormously in 
the operating. 

Mr. Passman. Upon what basis is the ICA student accepted or 
qualified for admission ¢ 

Mr. Case. We select them. That is a fight which we made with 
ICA last year, and won. 

Mr. Hollister laid down the rule. The fellows who ran things said 
it was their job to select them for admission to the university. I went 
to Mr. Hollister and we sort of battled it out, and he agreed that we 
should have the choice of picking them. 

Mr. Passman. Your Board determines whether or not you have 
qualified students ? 

Mr. Case. Yes, sir. 

Mr. Passman. And they are very closely screened also insofar as 
ideologies are concerned ? 

Mr. Case. Yes, sir. 

Mr. Mitier. Do you plan a certain number of spaces from other 
countries, or do you just take them on the basis of the individual re- 
gardless of his nationality ? 

Mr. Casr. We take them regardless, but we have certain policies 
which we follow. We do not want to see, for instance, the number 
of Americans and Europeans build up too much. We want some in 
there, and we want their influence, but we are there to educate Arabs 
primarily, and other Middle East people, and we do not want to see 
the Arab kept out in order to provide space for Americans. 

Mr. Passman. Included in the present enrollment there are students 
from the 40 nations, I believe ? 

Mr. Casr. Yes, sir; 1 or 2 from this country and that country all 
over the world. 

The endowment only provides about $300,000. The Ford Founda- 
tion will give us about $850,000. The Rockefeller Foundation guar- 
an‘eed $500.000, and we hope it will be three quarters of a million dol- 
lars. The oil industry gave about $450,000, and then under “Miscel- 
laneous” we have the figure of $258,000. 

We have a deficit here on paper of about $200,000 for operating ex- 
penses which we think we can break even by struggling to get more 
here and there. 

CAPITAL REQUIREMENTS 


With reference to capital requirements, there is a list which I have 
given you of things that really ought to be done within 3 to 5 years, 
and somehow or other we have to get the endowment fund up. We 
ought to be spending about another $1 million a year above what we 
are spending today, and we have to have endowment to provide it. 


25164—58———_92 














I see no other possible source of large income except the United 
States Government. We are not willing to take support from the 
local governments because that involves control. 

We would like to have many small contributors, but they are not 
very generous in offering money. 

Mr. Passman. Does that conclude your general statement, Mr. Case? 

Mr. Casz. Yes, sir. 


VALUE OF FACILITIES 


Mr. Passman. What is the money value, dollarwise, of the total 
facilities of the University of Beirut? 

Mr. Case. We guess it is about $20 million. It is extremely difficult 
to tell, because we are putting a value on the land. 

Mr. PassmaAn. Does that estimate include the endowment of $7 
million ? ; 

Mr. Case. No, sir; I think we might add that to it. 

Mr. Passman. The total evaluation would be around $27 million? 

Mr. Case. Yes, sir. 

SELECTION OF STUDENTS 


Mr. Passman. What connection, if any, does the university have 
with the Fulbright program ? 

Mr. Case. There is no Fulbright program in Lebanon. 

Mr. Passman. The university board has the right of selection? The 
statement was made that all students were carefully screened and 
selected by the board. 

Mr. Case. We have an enrollment group out there. 

Mr. Passman. I understand. 

Mr. Casz. We would not necessarily feel that we had to take a 
Fulbright student. 

Mr. Passman. However, the statement which you made previously 
stands as correct? Even though the ICA feels that students whom 
they refer to you should be accepted, you pass upon their qualifications? 

Mr. Case. We will not take them unless we feel they are qualified, 
and we have sent a number back, sent to us by the ICA. 

Mr. Passman. May I say for the record that I do not know whether 
we have any legislation which would justify a contribution of the 
magnitude mentioned in your testimony. I can assure you that this 
committee will give all the consideration possible to the proposal. It 
is an accredited college. You mentioned about the American Medical 
Association accreditation, or the American Medical Society ? 

Mr. Caser. It is an association. It includes a number of medical 
societies formed for the purpose of accrediting hospitals. We also 
are accredited by the accrediting board of the American medical 
schools. 

Mr. PassmAn. Does the engineering school have similar high rating ? 

Mr. Cass. I think so, but we have never applied for accreditation 
for the engineering school, which is new, and the program is not yet 
entirely complete. Our laboratories are not complete. 

Mr. PassMan. You are past chairman of the board of the Socony- 
Vacuum Oil Co. 

Mr. Casr. No, sir; I was vice president in charge of production, 
and a member of the board. 
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BOARD OF TRUSTEES OF THE UNIVERSITY 


Mr. Passman. How many are on the board of trustees of the Amer- 
ican University of Beirut? 

Mr. Case. About 22. 

Mr. Passman. Do you have a list of the members ? 

Mr. Case. Nosir; I do not, but I can provide you with a list. 

Mr. Passman. How many of the trustees are Americans ? 

Mr. Case. They are all Americans, except one. 

Mr. Passman. And are many of them retired businessmen who are 
paying their own expenses in order to perform this service 

Mr. Case. Only one is a retired businessman, also from the oil in- 
dustry. There are two oil-industry executives who are still active. 
One of them is the chairman of the board of the Standard Oil Com- 

any of California, and Howard Page is on our board, and we have 

Bishop Lawrence, of Massachusetts. We have a Congregational cler- 
gyman who is the grandson of the founder of the American University 
of Beirut. We have the dean of the Harvard Medical School. We 
have about 4 or 5 deans and professors of American colleges in order 
to maintain educational standards. The president of Lehigh Univer- 
sity ison our board, and Admiral Kelly. 

Mr. Passman. Would you insert in the record, with your prepared 
statement, their names? 

Mr. Case. Yes, sir, and what they do. 

(The information referred to follows :) 


BoarpD OF TRUSTEES, AMERICAN UNIVERSITY OF BEIRUT 


(May 8, 1958) 


Berry, Dr. George P., dean, Harvard Medical School 

Bliss, Rev. Daniel, assistant to executive vice president and clerk of prudential 
committee, American Board for Foreign Missions 

Case, Mr. John C., retired vice president, Soconoy Mobil Oil Co. 

Clapp, Mr. Gordon R., president, Development & Resources Co. 

Clark, Mr. R. Inslee, partner, Spencer, Trask & Co. 

Eddie, Mr. B. D., president, Superior Feed Mills 

Follis, Mr. Ralph G., chairman, Standard Oil Company of California 

Fraser, Mr. Alexander, retired president, Shell Oil Co. 

Hauser, Mr. Alfred H., vice president, investment division, Chemical Corn Ex- 
change Bank & Trust Co. 

Hitti, Dr. Philip K., retired chairman, department of oriental languages and 
literature, Princeton University 

Jewett, Mrs. George F. 

Kelly, Rear Adm. Thomas J., (United States Navy retired), assistant to chair- 
man of the board, Socony Mobil Oil Co. 

Kneeland, Dr. Wale, associate professor of medicine, Columbia University 
College of Physicians and Surgeons 

Ladd, Mrs, William §S. 

Marshall, Mr. Lawrence, executive vice president, Chase Manhattan Bank 

Nicely, Mr. James M., vice president, First National City Bank of New York 

Page, Mr. Howard W., director, Standard Oil Co. (N. J.) 

Perry, Mr. Donald B., retired engineer, American Telephone & Telegraph 

Shehadi, Dr. William H., professor and director of department of radiology, 
New York Polyclinic Medical School and Hospital 

Smith, Mrs. Frank R. 

Spofford, Mr. Charles M., lawyer, Davis, Polk, Wardwell, Sunderland & Kiendl 

Walker, Dean Rudger H., Utah State University 

Whitaker, Dr. Martin D., president, Lehigh University 

Wilson, Dr. John A., professor of Egyptology, Oriental Institute, University 
of Chicago 
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Trustees emeriti: 
Ethridge, Mr. Mark F., publisher, Courier Journal & Louisville Times 
Whipple, Dr. Allen O., retired clinical director, Memorial Hospital. New 
York City 

Mr. Passman. It is a nonsectarian college ? 

Mr. Case. Nonsectarian since 1920. 

Mr. Passman. And on your board you have representatives of 
Protestant, Jewish, and Catholic religions? 

Mr. Casr. We actually have no Jews today. We have some Jewish 
students and, of course, until the Israeli-Arab dispute, we had a great 
many Israeli students. Today we have many Palestinians, mostly 
Arabs, but a few Jews. We are hoping that the university is going 
to bring this thing together. 

Mr. Passman. I am more interested in the board. It establishes the 
policy. Itis nonsectarian, is it not? 

Mr. Case. Yes, sir. 

Mr. Passman. I had just as soon remove those questions from the 
record, but I think the information is important. I do not think the 
Congress would support anything of this nature unless it were purely 
nonsectarian and that fact was well established. 

Mr. Casr. Yes,sir. I happen to know that there are two Protestants 
because they are clergymen. Now, one is on purely because of his 
family association. He is the grandson of the founder, who was a 
Protestant missionary, and the other one I would not have known was 
a clergyman except that recently he was made a bishop. 

Mr. Passman. I certainly never want to see the state and govern- 
ment get too much involved in religion. 

Mr. Case. I have not thought about their religions. 

Mr. Passman. I do not consider their religious beliefs other than 
in relation to the position in which we would be placed if the Congress 
supported an institution that would bar members of certain faiths. 

Mr. Casr. May I say this: Our acting president we have had for 
several years was a Catholic. The only reason he did not become the 
permanent president was because we felt it was necessary to have an 
American. He was an Arab Catholic. We have some Jews in the 
student body. The most numerous Christian group are Catholics, be- 
cause they are at peace in the area, and we are strictly nonsectarian. 

The only two people that I have had anything to do with getting 
on oe board, because I, perhaps, do not pay ‘enough attention to 
that, is Admiral Kelley and Mr. W hittaker, who is president of 
Lehigh University. We wanted him because he had an engineer- 
ing school in his university. I do not know whether the man is a 
Catholic or Jew or what. 

Mr. Passman. Off the record. 

(Discussion off the record.) 

Mr. Passman. Are there any questions, gentlemen ? 

(No response. ) 

Mr. Passman. We want to thank you for taking the time to 
familiarize the committee with the great work that is being done 
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through the university of Beirut. During three visits which I have 
made to Beirut we heard more talk about the university and the 
great good it was doing than we did about all the other ICA activi- 
ties. Everything we heard was complimentary, and I myself was 
surprised at the number of Lebanese who spoke better English than 
Ido. It was easy to converse with them. 

Off the record. 

(Discussion off the record.) 

I am glad to state for the record that we have received nothing 
but praise for the American University of Beirut, and the great 
influence for good it has in that community and area. Evidently 
a lot of the Lebanese must have attended the college, because they 
do speak English excellently. 

We thank you again, Mr. Case, for taking the time to familiar- 
ize the committee with this work. We also want to thank Admiral 
Kelley for accompanying you. 

Mr. Case. I appreciate this opportunity to appear before your 
committee. ‘Thank you very much, Mr. Chairman. 

Mr. Passman. Thank you, Mr. Case. 


Trurspay, JUNE 19, 1958. 
Mr. PassMan. We are honored to have with us our distinguished 
colleague and dear friend, Dr. Walter Judd, who desires to make a 
brief statement to the Foreign Operations Subcommittee on Appro- 
priations. 
Dr. Judd, we shall be pleased to hear from you at this time. 


U. N. Tremnicat Assistance Program 


WITNESS 


HON. WALTER JUDD, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MINNESOTA 


Mr. Jupp. Thank you, Mr. Chairman; I am grateful indeed for 
your kind remarks and your courtesy in allowing me to testify, because 
I feel very strongly on this issue of the Special Projects ‘Fund. I 
want to address myself to two questions: 

First, why should we want a special separate fund in the United 
Nations technical assistance program / 

Second, why is it advantageous for the United States to contribute 
40 percent of the budget for this fund for the present, in departure 
from the pattern that we agreed upon last year of reducing our share 
to 33 percent by stages ¢ 

The answer to the first question as to why we should have a separate 
fund is because it is necessary to accomplish several heipentaal and 
useful objectives for the U nited States, both economic and political. 

Here is the situation as I saw it as one of our delegates to the 
U.N. last fall. 

Twenty countries, representing a third of the people in the world, 
have gotten their independence in the past 12 or 13 years, and no one 
helped them more to do that than we did. Their peoples were told if 
they could just get rid of the western imperialists and could develop 











1460 


themselves they could keep their money at home, improve their living 
standards, and quickly approach those of the West. They believed 
that. 

They got rid of the western controls. But they have not been able 
to solve the economic problem. The governments made promises 
which they cannot fulfill—for quite understandable reasons. They 
simply must make more headway in improving the lot of their people 
or they will go down, as is happening in Indonesia. How can they 
make economic headway? Their proposal was SUNFED, Special 
United Nations Fund for Economic Development. We were to put 
up half of the money, a multi-billion-dollar fund to build dams, 
dynamos, fertilizer plants, and so forth. Our administrations, both 
Democrat and Republican, since this was proposed in 1950, have 
opposed it. 

irst, there wasn’t any such money available. Nobody could put 
up such amounts. 

Second, even if the money were in sight, there is not the base in 
resources and trained personnel to use it advantageously. 

But it was not enough to oppose an unrealistic plan. ‘They have to 
have something to give their peoples hope. Those governments are 
under terrible pressure from home. 

So it was clear they would vote for SUNFED, anyway. 

Where the Europeans had been the devils of yesterday, we were 
becoming the devils of today. Leaders had to have somebody to 
blame and we were the ones. We are supposed to have money running 
out of our ears, but were being made to appear unwilling to share it 
with them for investments. 

They had 71 out of 82 votes in the U. N. lined up against our posi- 
tion ; only about 11 supporting us. 

To ignore the situation would lead to a real political defeat for our- 
selves and not help them with their pressing economic problems. 

We said, Let us look afresh at the whole problem. There are three 
things necessary for economic development; not just capital as some 
tend to think. The other two are resources isd trained personnel. 
So first, let us help them find out. what their actual resources are. 

Second, how can they best use the resources? What new uses are 
there to which they could be put ? 

Third, how to train better personnel, not only in technical skills but 
in public administration. Those governments have no greater need 
right at this point, and so we proposed the so-called Special Projects 
Fund under the U. N. to do three things: One, make comprehensive 
systematic surveys of what their resources are. 

You recall a dam built in Iran where there has not been enough 
water. We are always hearing about that dam built across what is 
sometimes a dry gulch. They ought not to build dams anywhere until 
they have statistics on what the annual rainfall and waterflow are. 
They must know more about the foundation in order to build a base 
on which eventually to have economic development. 

The second task is research on the best uses to make of the resources 
they have. 

The third is to help set up and equip institutes where literally thou- 
sands of persons can be trained in public administration, statistics, 
technical skills of all sorts. 
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You may say we are doing that now under technical assistance. Not 
quite. The present program does mostly two things: First, gives dem- 
onstrations in those countries. It sends out experts to show them 
what can be done, but leaves them with only a handful of trained 
people to do it. 

Second, it grants fellowships to bring leaders to developed countries 
like ours for 1 or2 years. They have their hopes lifted, often go home 
frustrated. 

Regional institutes where we can train thousands out there instead 
of working with only a few here would mean beginning at the bottom 
and working up rather than the other way around. 

This fund can be the missing link, as a delegate from Latin America 

ut it. 
- We are doing technical assistance. What they want and need is eco- 
nomic development. But in between is a necessary step which can be 
called technical development. That is the job of this fund. If we 
help them get technical development so that they have the skills, 
I am confident that into such a situation will come money for invest- 
ment, private as well as public. 

Therefore, the great benefits of the separate fund are these: First, 
we will get lots more and better work done. We will get more work 
for less money because every dollar of ours would be matched by 114 
of theirs. 

We would be putting up 40 percent instead of the 100 percent we 
are putting up now for our point 4 program. 

We will get better work because, under the U. N., it can use a lot 
of wonderful experts from other countries who will often go for less 
money than our people will, and who oftentimes will live closer to 
the people and know their language. It would get the best people 
from everywhere. 

Second, we will get more confidence. By giving aid this way, we 
will remove from ourselves the charge that we are putting strings on 
them. They are sensitive to that charge. 

Third, we will get more good will because it will free them of the 
charge that they are accepting “strings” from us in order to get our 
aid. You and I know the charge is not true, but the Communists daily 
repeat it, that they have to surrender their sovereignty to get our aid 
directly. 

To do it on this multilateral pattern helps them learn by working 
together. More skills get across. 

Fourth, we will gain more influence. 

( Discussion held off the record.) 

Mr. Jupp. Fifth, we would get more stability in the world. 

Therefore I think great gains for us and all free people can be 
achieved through this separate fund at this time, not only economic 
but political gains. 

The second question is why the 40 percent contribution by us. It 
is just because we cannot get this thing going without such a con- 
tribution from us for the first few years, maybe 2, 3, possibly 4, to 
get it established and working. 

I favored the 38 percent for this year, and the 33 percent for there- 
after that was adopted last year for existing U. N. organizations, 
although I thought it a little too rapid to be practicable. I voted for 
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it and I will insist on it in all present organizations to which we are 
contributing part of the budget for its regular operations. I have 
fought for that principle since 1950. 

Howev er, here is a unique technical development program which has 
to have more aid from us at the start to get it going, just as most other 
U. N. programs had to at the start. We were giving 50 percent last 
year for UNETAP. We cut it to 45 this year, which is 10 percent 
of what we were giving. That has already put the program in trouble. 
Our idea was that as our contribution went down, theirs would go up. 
Well, many did increase their contributions, but they could not go up 
fast enough to take up all of our cut. 

If we were now cut to 38 that is a 15 percent cut of our present 
contributions. From 45 to 38 percent is 7 percent of 100, but it is 14 
to 15 percent below what we are giving this year. 

They simply cannot make up the difference that fast. It is too 
drastic. The net result would be that we would kill the project before 
it gets started. It would go downhill instead of es We would 
be defeating our own important objectives. Some say we must save 
money. If we want to save money we should cut the whole foreign-aid 
program out—and brace ourselves, for the consequences. But our 
objective is to save a free world in which we can be free. 

The way really to save money is to make this thing go. We can 
get more done for less through this device. Really the money issue is 
not between 40 percent and 33 percent; but between 40 percent and 
100 percent. For if these countries cannot make it through multi- 
lateral arrangements where others contribute 60 percent, our security 
interests will require us to go in and pick up the check, expand our own 
United States technical assistance, and wind up with 100 percent of 
the cost. 

Mr. Chairman, it seems to me just a smart move for us to support 
this new fund at the start at 40 percent. It is in our own interest to 
make a go of this, especially at a time when things are hanging in the 
balance all round the world. 

I hope very much the subcommittee will agree to the authorized 40 
percent because that is essential for the plan to succeed. 

Mr. Passman. Thank you very much, Dr. Judd. 

May IL ask a question before you leave. We have a development loan 
program, the purpose of which, as I understand it, is to help under- 
developed countries. Is that your understanding of the purpose of 
this Fund ? 

Mr. Jupp. That is right. 

Mr. Passman. Thank you, Doctor. 

We have the same understanding, which is that this is to help under- 
developed countries and not to be given to well-established countries 
for some sort of housing projects or barns or such as that ? 

Mr..Jupp. A development loan is for development. 

Mr. Passman. In underdeveloped countries ? 

Mr. Jupp. That is right. 

Mr. Passman. It would not apply to giving loans for a housing 
project or other undertakings of that nature in old, established na- 
tions ? 

Mr. Jupp. I would oppose the use of it for such a purpose. 

Mr. Passman. Thank you. Iam glad to have your support. 
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Mourvat Securrry Appropriations 


The committee is in receipt of a letter from the American Legion 
which will be inserted at this point in the record. 
(The letter follows :) 


THE AMERICAN LEGION, 
Washington, D. C., June 12, 1958. 
Hon. Orto E. PASSMAN, 
Chairman, Subcommittee on Foreign Operations 
of the House Appropriations Committee, 
The Capitol, Washington, D. C. 


DEAR CONGRESSMAN PassMAN: Referring to the hearings scheduled to be held 
before your subcommittee on or about June 20, 1958, relative to proposed budget 
for the fiscal year 1959 in connection with the mutual security program, I en- 
close copies of Resolution No. 376 adopted at the 1957 National Convention, and 
Resolution No. 6 adopted at the April 30, 1958, meeting of the national executive 
committee of the American Legion, our governing body, in connection with this 
subject matter. 

While the American Legion is not asking for the privilege of the personal ap- 
pearance of one of its representatives before the subcommittee, I do respectfully 
request that the context of the annexed resolutions be given consideration by 
the members of the subcommittee during their deliberations on this matter. 

Also, if there be no objection, I would thank you to have this letter and the 
enclosed resolution incorporated in the record of the hearings. 

Thanking you for your courtesy and cooperation, I am, 

Sincerely yours, 
MILES D. KENNEDY, Director. 


NINETEEN HUNDRED AND FIFTY-SEVEN CONVENTION OF THE AMERICAN LEGION HELD 
IN ATLANTIC Citry, N. J., SEPTEMBER 16-19, 1957 


RESOLUTION No. 376 


Committee: Foreign relations. 
Subject: Foreign aid. 

Whereas we believe that the foreign policy of the United States should be 
predicated first upon the best interests of our people, our efforts should then be 
to help the free nations of the world who wish to help themselves. This has not 
been the policy of our Government in the past, with the result that we have ex- 
pended the fortunes of America without receiving the benefits to which we are 
entitled ; and 

Whereas all American money is the taxpayers’ money and we believe that our 
citizens have the right to know how all funds for foreign aid are expended and 
the results obtained ; and : 

Whereas it is a well-known fact that you cannot buy friendship or purchase 
freedom for other nations: Now, therefore, it be 

Resolved by the American Legion in national convention assembled in Atlantic 
City, N. J.. September 16-19, 1957, That we do hereby condemn the giveaway 
policy of foreign aid as nonproductive, and that all future expenditures under 
this program be refused and no aid of any kind be given to any nation that is 
associated economically or militarily with Russia, Red China, or any other Com- 
munist nation, and that military funds be allotted only to nations friendly to the 
United States and the cause of freedom, all of this for the benefit of our mutual 
security. 


NATIONAL EXECUTIVE COMMITTEE MEETING, THE AMERICAN LEGION HeLp APRIL 30 
May 2, 1958 


RESOLUTION No. 6 


Committee: National Security Commission. 
Subject: Endorse military assistance to free nations. 


Whereas we believe that the mutual security program is an essential part of 
our national security ; and 
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Whereas this program, at various places around the free world’s defense 
perimeter where we must stand guard, provides an amount of military strength 
at a cost many times smaller than that at which we ourselves could supply the 
same amount of military strength ; and 

Whereas we are fully cognizant of the necessity of maintaining our economic 
strength upon an unquestionably solid basis: Now, therefore, be it 

Resolved, That the national executive committee of the American Legion 
assembled in Indianapolis, Ind., April 30 and May 1 and 2, 1958, hereby endorse 
a mutual security program for military assistance to the nations of the free world 
and urge the Congress to provide it and to allocate to it such funds as the Con- 
gress may feel can be judiciously used and as it feels can be spared with due re- 
gard to maintaining the strength of our economy upon an unquestionably solid 
basis. 


Unirep Nations Tecunicar AssisTANCE 
WITNESS 


ANDREW E. RICE, EXECUTIVE DIRECTOR, AMERICAN VETERANS 
COMMITTEE 


Mr. Passman. Mr. Rice, we are happy to have you with us, and I 
hope you will understand the reason for the limitation on time. 
Mr. Rice. I do, indeed. 


Mr. Passman. We have been going for weeks and some of us have 


not had our dinner yet tonight. We certainly wanted to hear your 
views. 


I believe you have a statement ? 

Mr. Rice. I have a very brief statement. Let me submit it for the 
record and summarize it. 

Mr. PassMAN. Very well. 

(The statement follows :) 


STATEMENT BY ANDREW BE. Rice, EXECUTIVE DIRECTOR OF THE AMERICAN VETERANS 
COMMITTEE 


I shall direct my remarks today solely to one item in the appropriations bill 
now before you. 

The American Veterans Committee strongly supports the $20 million appro- 
priation for the United States contribution to the United Nations expanded 
technical assistance program. 

The reasons for this support are as follows: 

(1) This appropriation is a dollar-stretching device because each American 
dollar must be matched by a dollar and a half contributed by other countries. 
In this way we encourage contributions by many nations—such as Germany, 
Great Britain, and other countries which received substantial United States 
asistance during the Marshall plan. Those we have aided in the past now 
share the cost of aiding other ocuntries today. 

(2) This appropriation stretches dollars in another way because it supports 
a program with worldwide access to technicians. Technicians from countries 
less advanced than the United States frequently will work for much lower 
salaries than will United States technicians. In some cases they may even be 
more effective than a United States expert because they are closer to the rela- 
tively primitive technical level of the countries they assist. Each one of our 
dollars thus can spread out over more than 1 country rather than supporting 
1 man in 1 country. 

(3) This appropriation gives the most tangible indication possible that the 
United States means it when it makes support of the United Nations a corner- 
stone of United States foreign policy. Probably no program of the U. N. has 
greater international backing than the technical asistance program and probably 
none has greater long-range significance. Our support of this program takes 
the U. N. out of the debating stage and gives it prestige and respect which can 
make it a more effective force for maintaining the peace. 
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(4) This appropriation permits us indirectly, to give assistance, and there- 
fore wield some influence, in some areas of the world where we cannot operate 
directly. We can thus offset Communist charge of imperialism and we can 
build good will and confidence. In a critical moment at some future date, it 
could prove extremely valuable to use to have this good will and confidence. 

These 4 reasons in support of this $20 million item have particular significance 
this year because of the newly created extension of the U. N. technical assist- 
ance program, the so-called special projects fund. The establishment of this 
fund—popularly and appropriately known as SPUR (special projects for under- 
developed regions) was a major victory for the United States at the last U. N. 
yeneral Assembly. The United States had long been in a defensive position 
with regard to the proposed SUNFED, but last fall we took the initiative and 
rallied unanimous support for SPUR as a reasonable and practical alternative 
step. It would be embarrassing and damaging to us if the money appropriated 
was not adequate to meet the United States share of this program which we 
ourselves brought to fruition. 


The American Veterans Committee urges your approval of this small but 
enormously important item in the Mutual Security appropriations bill which is 
now in your hands. 

Mr. Rice. Our organization supports the mutual security appro- 
priations bill, but par rticul: rly today I want to speak about the appro- 
priation for the United Nations technical assistance program. 

This came to my personal attention last month when I had to make 

atrip to Mexico. I got off the plane in Mexico City. Directly facing 
the main airport there is a four -story building, and I asked someone 
what is that modern building. They said it was the United Nations. 

I asked, “What do you mean?” 

They explained it was a center for training aviation technical per- 
sonnel, was run by the civil aviation organization of the United 
Nations in cooperation. with the Mexican Government. 

Later I discovered it was helped by the United Nations technical 
i program. 

I found in this school that radar technicians, pilots, meteorologists 
were being trained. 

It was pointed out to me, and it was perfectly obvious this was 
something not only valuable to the Latin Americans being trained 
but to the United States because all these people would be operating 
airports and planes where Americans would be coming and going. 

I cite that because it was a vivid illustration to me of the importance 
of the U. N. technical assistance program. 

There are four reasons why we particularly would like to see the 
appropriation, I believe it is a $20 million item in this year’s bill, 
reported favorably by the subcommittee and by the full committee. 

First, we consider it a dollar stretching device. Every time we give 
a dollar, the rest of the nations have to give $1.50. 

We have expended a lot of aid since World War II. 

Mr. Passman. If we give $1 maybe 70 other nations put up $1.50. 
Is that what you mean? 

Mr. Rice. Yes. 

Many of these countries have received a great deal of aid from the 
United States—Ger many, Great Britain, France, and so on. This is 
one way to encourage them to give some aid in return. 

It seems to us an effective lever to stimulate their giving of aid. 

Another advantage of this sort of assistance is that we have world- 
wide access to technicians. We do not have to fall back on our 
United States technicians and can make our dollars go further because 
other countries have lower paid personnel. 
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Third, this is a very tangible program to indicate our support of 
the United Nations. We talk about the United Nations being a 
cornerstone of United States policy. 

Here is a very practical thing, not just talk and debate. 

Fourthly, giving to the United Nations gives us some influence in 
some areas, where we cannot operate directly, bilaterally. 

In particular we think the appropriation is important this year 
because of the fact that this new special projects fund has been set 
up. Iam sure Mr. Judd just spoke about it. That is an American 
enterprise which was set up to take the heat off of us on the so-called 
special United Nations fund for economic development. It is an 
intelligent piece of diplomacy on our part. We got unanimous U.N, 
support on it and we should back it. 

We will not spend more than the other nations are putting up but 
we ought to have available in the appropriation enough funds so we 
can meet the need. 

Mr. Passman. Thank you, sir. 

In addition it brings about some excellent jobs for very many 
people. 

Mr. Rice. I guess the whole foreign aid program does that. 

Mr. Passman. I think you are correct there. Thank you very much. 


Mourvuatr Securiry APPROPRIATIONS 
WITNESS 


HYMAN H. BOOOKBINDER, LEGISLATIVE REPRESENTATIVE, 
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUS- 
TRIAL ORGANIZATIONS 


Mr. Passman. We shall hear the next witness, Mr. Hyman B. Book- 
binder. We are pleased to have you present tonight. 

Mr. Booxsinper. I will ask that my statement be inserted in the 
record at this point. 

Mr. PassMan. We shall review the statement and insert it for you 
and let you add to it. 

(The statement follows :) 


STATEMENT BY HYMAN H. BooKsINpER, LEGISLATIVE REPRESENTATIVE, AMERICAN 
FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


I appreciate the opportunity to appear before your committee today to express 
the recommendations of the American Federation of Labor and Congress of Indus- 
trial Organizations for the highest possible appropriations to carry out the 
mutual-security program. 

As one of the earliest and stanchest supporters of the Marshall plan, point 4, 
and succeeding programs of mutual aid, the labor movement vigorously supports 
extension of the mutual-security program on a continuing and effective basis. 
The deep concern of organized labor with the need for a strong foreign-aid 
program was recently expressed in a statement on foreign economic policy, unani- 
mously adopted by the AFL-CIO executive council. Let me quote briefly from 
the executive council’s statement : 

“The welfare of more than a billion people just beginning to aspire to a better 
life as well as the welfare and security of our own Nation provide compelling 
reasons for the United States to improve and expand our program of assistance 
to underdeveloped areas 

“Multilateral reduction of tariff barriers will open up new markets and expand 
economic opportunities for all free nations, industrialized and underdeveloped 
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alike. But much more will be needed to pave the way for economic development 
of the less developed areas and to forestall the advancing Soviet economic pene- 
tration into these countries. 

“The assistance our country gives to fostering sound economic growth in under- 
developed countries can help to strengthen the freedom and democracy and 
weaken forces of Soviet totalitarianism. Unfortunately, we have been lagging 
in our foreign-aid efforts while the Soviet rulers, utilizing foreign aid as an effec- 
tive political weapon, have greatly expanded their financial commitments to 
underdeveloped areas. 

“We must meet this challenge by expanding our foreign-aid program and gear- 
ing it to the needs and aspirations of the peoples of the underdeveloped areas.” 

In a further statement adopted with respect to a program to meet the overall 
international situation, the executive council urged “expanded and coordinated 
economic and technical assistance to the industrially underdeveloped countries 
in their efforts to raise their productive capacities and living standards and to 
strengthen their democratic institutions.” This evidences the recognition of 
organized labor that foreign aid must be an essential part of our overall foreign 
policy. 


FOREIGN AID AND THE DOMESTIC ECONOMY 


I should like to discuss briefly the relationship of foreign aid to our domestic 
economic problems. We are convinced that this is an issue which cannot be 
ignored. We think it must be faced frankly. We are certain, however, that a 
fair appraisal of the relationship between our domestic economy and foreign 
aid will reveal the need not for abandonment or contraction of the foreign aid 
program but for its expansion. 

We have in America today approximately 5 million persons totally unemployed. 
Unless effective action is taken now to expand economic activity and put the 
jobless back to work, the already serious situation the Nation faces may become 
even more critical. These are facts which simply cannot be ducked. But the 
solution to these problems must be worked out in our domestic economic policies 
and programs. 

As the opportunity arises in hearings before appropriate congressional com- 
mittees, we have been presenting these recommendations to the Congress and 
urging their adoption. We are convinced that the right kind of action taken 
promptly—on taxes, public works, housing, unemployment compensation, mini- 
mum wage, and other vital issues now before the Congress—will help to quickly 
expand economic activity and greatly reduce unemployment. 

We need domestic solutions to domestie problems. It is worthwhile pointing 
out, however, that our foreign aid activities make a significant contribution to 
our economic activities here at home. The primary purpose of foreign economic 
aid is to assist in the economic development of the underdeveloped nations. It 
is not and should not be aimed primarily toward promoting domestic business. 
But we cannot ignore the fact that it does have that beneficial collateral 
economic effect. 

Foreign aid helps the American economy because nearly SO cents of every dollar 
of mutual security funds has been spent right here in the United States. These 
expenditures provide an estimated 600,000 jobs for American workers. Obviously, 
at a time when we have a serious recession on our hands, it would be the height 
of folly for the United States to eliminate or reduce a program which both 
strengthens our own national welfare and security and makes a significant 
contribution to our economy. 


NEED FOR EXPANDED FOREIGN AID 


America cannot turn its back on the aspirations for a better life of the hun- 
dreds of million people in the underdeveloped countries and still maintain 
leadership of the forces of freedom. We strengthen the chance that democracy 
and justice will win over tyranny by helping to make possible sound economic 
growth in places where for countless centuries the people have known only 
hunger, disease, poverty, and stagnation. 

Our role is inevitably limited, but it is extremely important. What we do 
or fail to do could spell the difference between success and failure of the be- 
ginning efforts toward economic growth in the underdeveloped countries. De- 
termined to make those efforts successful, the underdeveloped areas will turn— 
indeed have turned already—to the Soviet Union if we refuse to make assistance 
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available in meaningful forms and amounts. Once the Soviet rulers. are able 
to establish economic ties with the underdeveloped countries, their opportunities 
for political penetration will inevitably increase. 


TECHNICAL ASSISTANCE 


The AFL-CIO has always stressed the importance of the economic and tech- 
nical assistance aspects of our mutual security program. This did not mean 
that we failed to appreciate the importance of our military assistance and 
defense-supporting activities. It was assumed that our military and diplomatic 
officials knew what the needs in these areas were and that they would present 
supporting evidence for the requests. But organized labor, through its intimate 
eontacts with working peoples throughout the free world, has been convinced 
that to date we have not done enough in the economic and technical field to 
help these peoples help themselves. In the final analysis, we are convinced, 
our allies and potential allies will be no stronger than their own economic 
development makes possible. Their ability to resist Communist propaganda is 
at least as important as their ability to resist Communist aggression. 

Because of our strong feelings in this matter, we are particularly pleased at 
the action of the Congress in authorizing an even higher level for technical 
assistance than the President requested. In our judgment, even the level of 
$171 million authorized is still much below the actual needs of the many friendly 
and uncommitted nations of the world, but the action of the Congress is 2 
heartening recognition of the importance of this segment of the program. At 
a time when many in and out of Congress were clamoring for cuts in the foreign- 
aid program, and when in fact other parts of the program have been cut, the 
technical assistance program has been increased by about $8 million. 

This most welcome action by the Congress in raising the level of technical 
assistance must now be supported by equivalent appropriations. We most 
earnestly call upon the Appropriations Committee to grant the full amount 
authorized. 

ECONOMIC DEVELOPMENT 


Before the Congress acted on mutual security legislation last year, a con- 
siderable number of studies were made of the requirements for an effective 
foreign-aid program. It was the consensus of these studies, some of which were 
made at the request of and for the use of committee of the Congress, that the 
United States should assume as its share of the cost of economic development 
approximately $2 billion a year. It was felt that most but not all of this amount 
could be in the form of long-term, low-interest loans. 

Despite these recommendations, the Congress last year appropriated for the 
Development Loan Fund only $300 million and authorized $625 million for 
fiscal 1959. The President has requested that the $625 million be made available 
‘in new obligational authority for fiscal 1959 as authorized by the Congress in 
the basic legislation last year. 

The AFL-CIO most strongly urges the Appropriations Committee to make 
available the full $625 million authorized for the next fiscal year. Even if this 
is done, it would make possible these vital long-term loans only up to the extent 
of $925 million for the 2-year period. This will fall far short of the loan re- 
quests already in and expected in the next year. We understand that requests 
totaling about $2 billion are already in and that at least an additional $1 billion 
in requests are likely to come in in the course of the next fiscal year. This 
means that less than a third of the requests could be honored—even if the full 
$625 million authorized were actually appropriated. 

Needles to say, we do not assume that every one of these requests should 
be honored or granted loans to the levels requested. Care should be exercised 
in the administration of the program. But the Congress must make it possible 
for the administration to do the maximum job permitted in the law. There 
may be many projects urgently needed to provide the spark for economic growth 
in the underdeveloped countries which will not be able to get going unless the 
United States makes the funds available, or unles these underdeveloped coun- 
tries can obtain the funds they need elsewhere. 


THE SOVIET DRIVE 


These nations which for the first time see the possibility of economic growth 
will not sit idly by and watch their plans for essential projects wither on the vine. 
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If the United States fails them, they will seek help wherever they can get it. 
Increasingly they are turning to the Soviet Union, which is apparently willing 
to provide underdeveloped countries with economic help in the hope of drawing 
them into the Soviet political orbit. 

The Soviet Union has gotten into this picture only comparatively recently, but 
in that short time it has been remarkably successful. It remains to be seen 
whether the Russians will deliver on their promises. Nevertheless, it is note- 
worthy that, according to the State Department, in a period of less than 3 years 
the Soviet bloc has extended about $1.9 billion in long-term loans or grants to 
non-Soviet countries. Of this amount, only $400 million is in the form of military 
aid and the remaining $1.5 billion takes the form of ‘various types of economic 
assistance. 

The projects which are slated to be made possible by the Soviet economie aid 
are vital in the eyes of the recipient countries—silos in Afghanistan, oil-drilling 
rigs in India, bridges in Egypt, a tire factory in rubber-rich Indonesia. These 
are the kinds of projects Soviet aid is financing. In the main, shipments 
of materials and provision of technical assistance by the Soviet Union have kept 
to agreed schedules. 

There can be no doubt that the Soviet Union will step up its economic assistance 
program especially if the United States should leave a vacuum which the 
Soviet rulers could fill. Clearly, it is in the interest of the United States to block 
the development of strong economic bonds between the Soviet Union and the 
still free nations of the world. But we can do this only with a continuing, effec- 
tive, adequately financed program of economic and technical assistance to under- 
developed countries. 

ADMINISTRATION OF FOREIGN AID 


Some Members of Congress have been concerned with the possibility that some 
errors of judgment may have occurred in connection with the detailed adminis- 
tration of the foreign-aid program. Of course, no program can be 100 percent 
perfect in its administration, and this is particularly likely in the case of a 
necessarily complex program operated on a worldwide basis. Clearly, some 
mistakes are bound to occur in carrying out such a program. 

I do not have detailed knowledge of the particular occurrences which have 
*given concern, although I do understand that some of them have been cleared 
up by the ICA in a detailed report dealing with this question. We certainly 
agree that it is the responsibility of the Members of Congress giving this and 
other programs their careful scrutiny. Nevertheless, I want to urge the com- 
mittee to view this problem in its proper perspective. We particularly urge that 
whatever mistakes of judgment may possibly have occurred in the detailed 
administration of the program in no way justify the scuttling or crippling of 
this vitally necessary program. By all means the committee should recommend 
whatever improvements in administration that may be desirable, but we ask 
that nothing be done which would limit the overall effectiveness of the program. 


CONCLUSION 


An effective mutual security program attuned to the recently awakened aspira- 
tions for growth in the underdeveloped countries is essential for the welfare and 
security of our own Nation and for the strength of the worldwide forces of 
freedom and democracy. Tangible demonstration this year that the United 
States will take determined action to help these people fulfill their hopes for a 
better life will immeasurably enhance the unity and purpose of the nations of 
the free world. Such actions on our part would do much to thwart the deter- 
mined efforts of the Soviet rulers to lure into their camp hundreds of millions 
of people in the underdeveloped countries. 

The AFL-CIO urges therefore that this committee recommend to the Congress 
appropriations at the levels authorized in the basic legislation in order to assure 
a long-term, continuing, effective, foreign-aid program as an essential part of 
the Nation’s total foreign policy. 





STATEMENT OF THE AFL-CIO Executive Councit on Foreign Economic Poricy, 
MIAMI BEACH, FLA., Fesruary 8, 1958 


The economic policy of the United States in the international arena must be 
attuned to the welfare and security of our own Nation and the economic require- 
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ments and aspirations of the peoples of the free world. Our leadership of the 
democratic forces of the world and our own national security require that in our 
economic policies the United States must not turn its back on the rest of the 
world. 

Americans must realize that we cannot build our own prosperity and security 
in economic isolation. In our economic no less than in our political decisions, 
we must recognize the growing interdependence of the peoples of the free world. 
Economic cooperation among the nations of the free world is essential to advance 
the welfare of humanity and to meet successfully the growing challenge of 
Soviet imperialism. 

The role our Nation will play in economic development of the free world will 
be determined in large measure during the present session of Congress when the 
Congress considers two major issues—extension of the reciprocal trade program 
and additional authorization for foreign economic aid. 


RECIPROCAL TRADE 


The Reciprocal Trade Act, scheduled to expire on June 30, 1958, should be ex- 
tended for a period of at least 5 years. In extending the Reciprocal Trade Act, 
Congress should give the President meaningful authority to negotiate on a multi- 
lateral basis further reductions in tariff duties. Moreover, the President should 
continue to have the authority in so-called escape-clause proceedings to pass on 
the recommendations of the Tariff Commission in order that consideration will 
be given to all aspects of national interest. 

Organized labor has generally supported the reciprocal trade program from 
its very inception nearly 25 years ago, and we continue to support it now. We 
insist, however, that since our tariff and trade policy is a national policy adopted 
in the interest of the entire Nation, it is the responsibility of the Federal Govern- 
ment to reduce the hardship of those adversely affected by increased imports re- 
sulting from reduced tariffs. We, therefore, call upon the Congress to incorporate 
as an integral part of reciprocal trade extension the trade adjustment bill (H. R. 
1105 and H. R. 9505 and 8S. 2907) which would provide various types of assistance 
to workers, communities, and firms to make the necessary adjustment to the 
impact of increased imports. 

We also ask the Congress to establish as a fundamental objective of our inter” 
national trade policy the promotion of fair labor standards in international trade. 
In particular, the Congress should direct the President to seek in multilateral 
trade negotiations effective action by exporting countries to establish and main- 
tain fair labor standards. 

FOREIGN AID 


The welfare of more than a billion people just beginning to aspire to a better 
life as well as the welfare and security of our own Nation provide compelling 
reasons for the United States to improve and expand our program of assistance 
to underdeveloped areas. 

Multilateral reduction of tariff barriers will open up new markets and expand 
economic opportunities for all free nations, industrialized and underdeveloped 
alike. But much more will be needed to pave the way for economic development 
of the less developed areas and to forestall the advancing Soviet economic penetra- 
tion into these countries. 

The assistance our country gives to fostering sound economic growth in under- 
developed countries can help to strengthen freedom and democracy and weaken 
forces of Soviet totalitarianism. Unfortunately, we have been lagging in our 
foreign-aid efforts while the Soviet rulers, utilizing foreign aid as an effective 
political weapon, have greatly expanded their financial commitments to under- 
developed areas. 

We must meet this challenge by expanding our foreign-aid program and gearing 
it to the needs and aspirations of the peoples of the underdeveloped areas. An 
effective program of foreign aid calls for— 

1. A long-term program, in recognition of the fact that economic growth is a 
long-term objective. This means that-the Development Loan Fund authorized 
by the Congress last year should be given permanent status. 

2. Ample funds for economic aid. Experts agree that the United States share 
of an effective program for economic assistance to underdeveloped countries is 
a minimum of $2 billion a year. Clearly, the $625 million requested by the Presi- 
dent for the Development Loan Fund for the next fiscal year is inadequate even 
to begin to do the necessary job. We are dismayed that in the face of the growing 
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Soviet threat, the President has requested for the overall foreign-aid program 
for the next fiscal year less than he requested the Congress to authorize last year 
and less than is currently being expended this year. 

3. Aid for economic development should be in forms which are economically 
feasible for recipient countries. It is tragic that in recent weeks a number of 
countries have turned to the Soviet Union for development loans simply because 
the financial terms they offered were more desirable than ours. The United 
States must make available long-term, low-interest loans consistent with the eco- 
nomic capacity of recipient countries to repay, as well as grants for technical 
assistance and for projects launched in the first stages of economic development. 

4. Increased emphasis should be directed toward channeling economic aid 
through international agencies to make grants and loans to underdeveloped 
countries where funds from other sources are not available. 


5. The benefits of the economic-development program should be widely shared 
by the peoples of the underdeveloped countries. In particular, positive encourage- 
ment should be given to the development of strong, democratic institutions in the 
underdeveloped countries such as cooperatives and trade unions, as a fundamental 


part of the economic-expansion program. 

Mr. Booxsrnver. I want to make 1 or 2 very brief comments I want 
to stress. Our statement is perhaps like a lot of other statements you 
will hear today. 

There is a certain amount of opposition to this program based upon 
the argument that we have a recession, and, my God, if we are ever 
going to do any spending for people let us do it for our people. 

We want to make this answer clear to that. 

First of all, the needs of our foreign policy and international obli- 
gations must be met regardless of problems at home. 

Second, the fact of the matter is that this is the worst possible 
time to stop expenditures for mutual security purposes because a good 
number of our people depend upon the jobs whic h are created through 
these expenditures. 

Figures have been supplied, I suppose, previously to this committee 
indicating that over the years roughly 80 cents out of every dollar is 
for equipment, manufactured and “purch: ased in the United States. 

Mr. Passman. A dollar never affects the economy until it finally 
comes back. 

Mr. Booxertnper. All of it. 

Mr. Passman. If it did not, we could run printing presses indefi- 
nitely. 

Mr. Booxprnper. Therefore, if anything, the recession is an argu- 
ment for retaining this at its present level. 

This is not the heart of our support for the program. In the mutual 
security program we recognize a vital part of our total foreign policy. 
Unless we do something to strengthen the allies and potential allies 
of the United States, the rest of our foreign policy has no meaning. 

That is all I need say to you now. 

We are fully behind the program. We hope you will see your way 
clear to approving the full authorization. 

One final request, if I may. The ILO budget, we understand, will 
require slightly over $2 million for the next fiscal year. For that 
reason we are pleased that the House version, which does not set a 
dollar ceiling by a percentage ceiling, has been agreed to in confer- 
ence. We would urge most strongly that this program be supported 
to the level requested by the State Department. 

Mr. Passman. Have you had an opportunity to read the bill, study 


the hearings and all the justifications, when you place a blanket ap- 
proval on the entire budget request ? 
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Have you gone into this complex program in full detail so you can 
intelligently ‘plac e a stamp of approval upon it? 

Mr. Booxsinver. I will say in our organization, between the inter- 
national affairs department and our legislative department, we have 
studied rather carefully certain parts of the program; namely, eco- 
nomic aid and technical assistance. 

We do not even try to become experts and advisers in the military 
and defense support categories. 

Mr. Passman. I believe I misunderstood you. I thought you said 
you asked for the entire authorization. 

Mr. Booxsinper. Our written statement says we assume that the 
proper authorities have documented the need for those parts of the 
program. 

We support technical assistance and economic programs we have 
studied. Very specifically we say ILO, with which we are familiar, 


should be supported at the level the State Department has requested. 
Mr. Passman. Thank you very much. 


ECONOMIC ASPECTS OF MUTUAL SECURITY PROGRAM 
WITNESS 


MRS. ROBERT J. PHILLIPS, NATIONAL PRESIDENT, LEAGUE OF 
WOMEN VOTERS 


Mr. Passman. Mrs. Phillips, we are pleased to have you before 
the committee. We apologize for the time limitation. However, we 
lave many witnesses to hear over a period of time and we hope you 
understand this situation. 


Mrs. Putmures. [ appreciate that. You do have our statement 
before you. 


I will read parts of it. 


STATEMENT OF Mrs. Rosertr J. PHILLIPS, PRESIDENT, LEAGUE OF WOMEN VOTERS 
OF THE UNITED STATES 


Iam Mrs. Robert J. Phillips, president of the League of Women Voters of the 
United States. The League of Women Voters, with 126,000 members in 48 States, 
the District of Columbia, Hawaii, and Alaska, supports the principle of foreign 
economic aid as an integral part of United States foreign policy. We consider 
economic aid one of the most important parts of this policy. At our biennial 
convention in Atlantic City this spring this long-time interest was reaffirmed 
when the delegates decided that league members would concentrate their study 
and legislative interests during 1958—60 on an evaluation of United States foreign 
policy with continued support of the United Nations system, world trade and 
economic development, and collective security. 

Since this subcommittee has been given the key assignment of proposing to 
Congress how much money should be invested by the United States in the eco- 
nomic aspects of the mutual security program, I would like to tell you what 
parts of this program are considered by league members to be essential. We are 
speaking for funds for multilateral technical assistance, bilateral technical coop- 
eration, and the Development Loan Fund. 

The programs carried out through the agencies of the United Nations under 
the United Nations expanded program of technical assistance have been very 
successfully operated during the 8 years since the beginning of the program. 
They are economically administered; they give us good value for the money 
invested ; they have popular support and inspire good local participation in the 
countries in which they are carried on; and by enlisting the services of expert 
technicians from other countries they help to solve the cifficulty the United 
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States has often encountered in providing the right expert for special features 
of the program. 

Francis Wilcox, Assistant Secretary of State for International Organization 
Affairs, has said: “Many countries—particularly the new and sensitive coun- 
tries—prefer to request assistance from an international organization of which 
they are members and to which they contribute rather than from an individual 
foreign government. This does not mean that they don’t know and recognize 
where the largest portion of international aid comes from. Much good will 
accrue to the United States from its strong support of technical assistance activ- 
ities of international organizations—at times a good will which we could gain 
no other way.” 

We hope that you will place particular stress on support of the United Nations 
expanded technical assistance program and the new United Nations Special 
Projects Fund. The Fund, which was proposed by the United States to the United 
Nations and enthusiastically supported there, provides a sensible approach to 
the need for economic development in less developed regions of the world. This 
Fund would be used for surveys, research, and training projects of basic impor- 
tance to successful economic growth. The full amount of $20 million requested 
for our contribution to these United Nations technical assistance projects should 
be appropriated. 

We regret that the percentage limitation of 45 percent placed on the United 
States contribution to the United Nations technical assistance program last year 
“aused a dollar decrease in our contribution. We were able to contribute only 
$13.5 million, although Congress had made available $15.5 million for this 
purpose. 

In general, a percentage limitation on United States contributions to interna- 
tional organizations may be a good thing, and may encourage greater participa- 
tion on the part of other countries. Other nations have been increasing their 
contributions to this program. We were delighted that the House repealed the 
sliding scale under which United States contributions to the United Nations 
technical assistance program have been made for the last 2 years and agreed 
that our contribution now will not be less than 40 percent. But this 40-percent 
limitation, which we understand was accepted by the Conference on the Mutual 
Security Authorization, is really a dollar reduction and will result in further 
cuts in the program’s operation. 

It seems to us that this is, in the long run, extremely unwise and unworthy 
of the United States. 

The full amount of $20 million requested for the United Nations technical 
assistance program and the special projects fund should be appropriated, even 
though our percentage limitation may not permit the use of the full sum. 
Perhaps its appropriation will encourage other countries to make even greater 
efforts to build up their contributions if they are able to do this. We should 
at least indicate that United States funds are available. 

We recognize that bilateral programs are also necessary and have had many 
good results. We applaud the action of the House Foreign Affairs Committee 
and the House in adding $8 m ilion to the administration request for the bi- 
lateral technical cooperation program, to be used for training more American 
personnel for work overseas. The full amount authorized for this program, 
$150 million, and the $1.5 million for technical cooperation with the Organization 
of American States, should be appropriated. 

Besides the need for technical assistance, the developing nations, with about 
700 million population, also need capital to help them achieve the economic 
development necessary to combat hunger, disease, and ignorance, and lead to 
stability. They are too poor to raise much capital at home; they are too new, 
too unstable to attract private capital from abroad. The establishment of the 
Development Loan Fund last year by the Congress was a major step in the 
right direction of channeling United States aid, on a sound basis, to help fill 
these needs. This fund, which is being used to finance specific proposals after 
careful investigations and planning have shown that they have practical value, 
is the needed supplement to aid extended through other financial and banking 
institutions, such as the Export-Import Bank and the World Bank. 

We urge that the $625 million authorized last year for this fund be granted 
so that its work, just getting underway, may continue in an orderly fashion. 
It is expected that proposals exceeding $2.5 billion for loans from the fund will 
be received by the end of the fiscal year 1959. It will take very careful screen- 
ing to allocate the $625 million requested for the fund to loans which will do 
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the most good. We hope that the fund’s operation will not be hampered by a 
decrease in available lending capital. 


All of these programs we have mentioned we believe to be an integral part of 
our foreign policy and basic to its implementation. We urge you to appropriate 
the funds necessary for their successful operation. 

Mr. Passman. Thank you very much, Mrs. Phillips. I find it of 
considerable interest to discuss such matters as this with members of 
the League of Women Voters in my hometown of Monroe, La. Many 
times, the local organization will agree in a matter which the national 
organization has endorsed, and we engage in some spirited discussions, 
It is always a pleasure to meet with members of the League of Women 
Voters. What is your home State ? 

Mrs. Puiturres. From Illinois, from the district that is without a 
representative at the present time, but we will be electing one shortly. 

Mr. Passman. You are always welcome to appear before this com- 
mittee. We like to have the benefit of your opinions and the views 
of your organization. We hope we may have the pleasure of hearing 
from you next year. 

Mrs. Purtuiprs, Thank you, gentlemen. 


Unxirep Nations CuHrbpren’s Funp 
WITNESS 


MRS. VIRGINIA M. GRAY, CITIZENS COMMITTEE FOR UNICEF 


Mr. PassmMan. Mrs. Gray, I believe you have a prepared statement / 

Mrs. Gray. I have. It is a very short one, Mr. Passman. I think 
it will probably save time if I just read the gist of it. I see no 
purpose in reading the list of organizations which you know so well. 

Mr. Passman. We are pleased to have you present, and you may 
proceed in such manner as you prefer. 

Mrs. Gray. The Citizens Committee for UNICEF is an informal 
clearinghouse of legislative information serving a number of na- 
tional organizations which support continued United States par- 
ticipation in the United Nations Children’s Fund (UNICEF). Some 
of these organizations appear before you separately to present their 
views while others, among them the following, have authorized this 
joint statement : 


American Association of University Women 

American Parents Committee, Inc. 

Association for Childhood Education International 

Child Study Association of America 

Child Welfare League of America, Inc. 

Cooperative League of the U.S. A. 

Friends Committee on National Legislation 

General Alliance of Unitarian and Other Liberal Christian 
Women 

Methodist Church—Woman’s Division of Christian Service of 
the Board of Missions 

National Association of Colored Women 

National Association of Social Workers, Inc. 

National Board of Young Women’s Christian Association 

National Congress of Colored Parents and Teachers 
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National Council of Jewish Women 
United Church Women 
Women’s International League for Peace and Freedom 


I am appearing here this evening on behalf of these organizations 
to urge your approval of the contribution of $11 million by ‘the United 
States to the United Nations Children’s Fund for the fiscal year 
ending June 30, 1959. This is the same amount that you appro- 
priated last year. 

It seems unnecessary to review the accomplishments of UNICEF for 
this committee. You are already well informed. W hat I can do 
in these few minutes, however, is to stress again this year the fact 
that most Americans also know a great deal about the work of 
UNICEF; they are much impressed by its achievements and they 
are united in their desire to see this work go forward toward the 
goal set by UNICEF for the year ahead—a goal of aiding 50 mil- 
lion helpless victims of disease and malnutrition. It is about these 
potentials for the future that I should like to talk briefly this 
evening. 

The dramatic accomplishments of UNICEF during the past 11 
years of its existence have brought the organization to the point 
where further constructive growth can be confidently predicted. Such 
expectations are based primarily on the increasing understanding on 
the part of aided governments of the value of the work of UNICEF 
and their growing willingness to support programs for their own 
children with their own limited financial resources. In 1957, for 
example, they invested $2.37 for every dollar contr ibuted by UNICEF 
(of which 55 cents came from the United States). 

Thus the results achieved by UNICEF have a value out of all pro- 
ration to the relatively small contribution being requested this year. 
That so much can be accomplished with so little money is because 
UNICEF is primarily a catalyst. First of all it pierces the vicious 
circle of disease, poverty, ignorance, and hopelessness by demon- 
strating how, with even a small amount of medical help and sound 
guidance, people can learn to help themselves. Once these first steps, 
which combat mass diseases that have crippled whole populations in 
vast areas of the world, are taken, the next steps of improvement 
develop in logical progression. First comes treatment and cure of 
diseases—vaws, leprosy, malaria, trachoma, tuberculosis—then pre- 
vention of disease through increasing knowledge of the importance 
of better nutrition and improved sanitation. Opportunities for 
spreading this new knowledge for safer and healthful living abound 
as mothers bring their children to local clinics and see for themselves 
how they can learn to help their families to a better way of living. 
Next in order of development, aside from the incalculable benefits to 
the individual, become evident the economic improvements to the 
area—the increased productivity of healthy workers with a higher 
standard of living that gradually brings the entire area into a more 
important position in world markets. All this from starting with 
the children. 

Nowhere is this explosive pattern of development more vividly 
apparent at the present time than in the countries of Africa newly 
emerging into national independence with an eager determination to 
overcome the handicaps of centuries of isolation. It is essential that 
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the resources of UNICEF be available and adequate to provide the 
initial assistance so necessary if these countries are to begin to build a 
better future for their children and to achieve the politic al stability 
which must inevitably be based on a sound and prospering economy. 

Our organizations support the contribution of $11 million to 
UNICEF as requested by the executive branch and authorized by the 
House and Senate. When only one nickel can provide the necessary 
shot of penicillin to cure a child of yaws, every penny becomes impor- 
tant. Therefore we hope that the entire $11 million will be contrib- 
uted to UNICEF without restriction. 

The American people are proud of past United States leadership in 
the Children’s Fund, the world’s largest international agency devoted 
exclusively to the welfare of children. Such support is in our best 
tradition of good neighborliness. We feel confident that you, the 
members of this subcommittee, share our views 

Thank you very much for this opportunity to be heard. 

Mr. Passman. Mrs. Gray, it is always a pleasure to have you testify 
before this committee. I think I speak for the entire committee when 
I say we are very much in sympathy with this particular program. 

Mrs. Gray. Thank you very much. 


Untrrep Nations Crurpren’s Funp 
WITNESS 


MRS. ELIZABETH T. FARWELL, NATIONAL CONGRESS OF PARENTS 
AND TEACHERS 


Mr. Passman. I believe you represent the National Congress of 
Parents and Teachers, Mrs. Farwell ? 

Mrs. Farwex. I do. 

Mr. Passman. You have a statement to make? 

Mrs. Farwety. I have, as usual. I think it is even brief than usual, 
and, inasmuch as I am told that perhaps you have had the longest 
statement on record this year, perhaps this will be the shortest one. 

Mr. Passman. We are glad to have you. We want you to make 
your statement in your own way. 

Mrs. Farwetyt. Mr. Chairman and members of the committee, I am 
Elizabeth T. Farwell, a member of the Washington committee on ‘legis- 
lation for the National Congress of Parents and Teachers. I am sub- 
mitting this statement for Mrs. Fred L. Bull, national chairman of 
legislation, in support of the appropriation of $11 million for the 
United Nations Children’s Fund for fiscal 1959. 

Our volunteer organization of over 11 million membership has sup- 
ported the UNICEF program continuously since its inception, 11 
years ago. We know that this committee supports it, too, but feel 
that you like to be assured of the continuing citizen interest in a 
self-help program which has operated superbly to further child and 
maternal health and welfare throughout the world. 

We feel that it is these citizens, standing shoulder to shoulder with 
their legislators, who have made possible the proud record of the 
United States in building a better life for the children of the present- 
day world through its generous contributions to UNICEF. 

We strongly support, therefore, the appropriation of the entire 
$11-million request for the next year to insure the furthering of the 
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worthwhile projects conceived and executed by the UNICEF pro- 
gram in conjunction with participating countries. We believe the 
record of the United Nations Children’s Fund speaks for itself better 
than we can possibly speak for it. And we of the National Congress 
of Parents and Teachers believe that all children are our children, 
wherever they may live. 

Mr. Passman. Thank you, Mrs. Farwell, for a very direct state- 
ment. I am confident that I reflect the views of each member of the 
committee when I say we recognize the great work which has been 
accomplished through UNICE F and are in sympathy with the pro- 
gram. 

We hope to have the pleasure of seeing you again next year. 

Mrs. Farwetux. I hope so. 


Moruat Securiry Program 
WITNESS 


DR. HENRY C. KOCH, MEMBER OF THE INTERNATIONAL AFFAIRS 
OF THE NATIONAL COUNCIL OF THE CHURCHES OF CHRIST 


Mr. Passman. Dr. Koch, you represent the department of interna- 
tional affairs of the National Council of the Churches of Christ, I 
believe ? 

Mr. Kocn. That is right, sir. 

I would like to have the entire statement inserted in the record and 
I will read only excerpts of it. 

Mr. Passman. Without objection the statement will be filed and you 
may speak from it. 

Mr. Kocu. My name is Henry C. Koch. As a member of the de- 
partment of international affairs of the National Council of Churches, 
I am pleased to make a statement here, by your courtesy and by author- 
ization of the appropriate officers of the National Council of Churches, 
on the basis of official policies of the National Council of Churches 
adopted by its general assembly and its general board. I do not pre- 
sume to speak for each of the approximately 38 million constituent 
members of the churches cooperating in the national council, but I am 
presenting views adopted after careful study, discussion, and delibera- 
tion by our policymaking bodies composed of official representatives 
of the constituent communions. 


POLICY OF THE NATIONAL COUNCIL OF CHURCHES 


On the basis of Christian concern, and in keeping with actions of 
many of our constituent bodies, we hold that the United States should 
continue to develop, improve, and expand programs of technical assist- 
ance, economic aid, and international trade such as will make for 
stability, justice, freedom, and peace for the peoples of the newly 
developing areas of the world and for all nations including our own. 


CHURCHES’ EXPERIENCE AND COMPETENCE 


Our churches have long had a deep and increasing interest in over- 
seas aid and international relations around the world. In mission 
work, they pioneered in technical and economic assistance in programs 
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of education, literacy, literature, medicine, public health, agriculture, 
industry, mass communications, and training of leadership in many 
fields. Inservice, through our department of church world service our 
churches have carried programs of aid to people in need around the 
world, distributed surplus foods, given relief in disasters, and pio- 
neered in village and community projects. Projects and air around 
the world are carried on by other units, such as the United Christian 
Youth Movement, the United Student Christian Council, and United 
Church Women. Other units, such as the department of the church 
and economic life and the department of international affairs develop 
programs of specialized study and action on such issues under the 
leadership of outstanding laymen who are particularly competent in 
such matters. 
RELIGIOUS AND MORAL FOUNDATIONS 


The competence of the churches to speak on religious and moral ques- 
tions is well established. On these grounds we primarily base our 
support for constructive mutual aid and trade. In these issues we are 
dealing ultimately with questions of life and death, of the nature of 
man and his distiny. These are moral and religious questions which 
are inescapably bound with our theology and faith. 

The churches recognize some of the so-called practical arguments for 
mutual aid and trade—which also have moral values and issues in- 
volved in them. Such arguments are those of political freedom, mili- 
tary necessity, and good business. 

More basic are certain religious and moral considerations which we 
believe compel us as a nation to greater responsibility in constructive 
mutual aid and trade programs: 1. Humanity is interdependent under 
God.our Creator. 2. Human life is sacred, of primary value, and 
these programs liter: ally mean life or death for multitudes of people. 
3. As a wealthy nation we have a stewardship in a world of poverty. 
4, Blessing or judgment come to men and nations as they do or do 
not have a real concern for others in need. 5. Mutual aid and trade 
programs go beyond material realities to moral and spiritual dimen- 
sions in human relations. 


MORAL CONCERNS AND NATIONAL INTEREST 


In constructive mutual aid and trade, the practical and the moral 
are not in conflict but in agreement; realism and Christian idealism 
meet in accord; self-interest and altruism are joined. From the per- 
spective of religion and morality, we believe that our national self- 
interest at this moment. of history is best fulfilled in recognition that 
our destiny is ipescapably bound with the destiny of the world. 


SOME GUIDING PRINCIPLES 


Based on our experience in overseas service and our moral con- 
cerns in international affairs, the churches have evolved through the 
years several principles and policies which we believe essenti: ial for 

making our Government’s mutual aid programs as effective as possible : 

(1) “As to magnitude, for economic development and technical co- 
operation, it is urgent not to cut them but to expand them toward the 
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full extent of our capabilities as a nation and the absorptive capaci- 
ties and needs of cooperating nations. 

(2) Both public and private programs should be strengthened and 
expanded. 

(3) These programs should help people to help themselves, with 
the benefited nations assuming their share of responsibilty. 

(4) Programs of technical cooperation should be increased. Tech- 
nical assistance is important because the programs deal with social 
needs which must be met if industrialization or urbanization or any 
phase of the economic development process is to rest on solid ground. 
Unless social development keeps pace with economic development, we 
may sow the seeds for unrest that can undermine emerging political 
institutions. 

(5) Larger sums of capital should be made available for economic 
development. The Development Loan Fund started in 1957 moves 
a first step in the direction of the vast needs. 

(6) A long-term basis is necessary in financing, programing and 
administering aid programs. 

(7) Greater emphasis should be placed on the use of international 
agencies such as regional organizations and the United Nations. 

(8) Although all parts of our foreign policy are interrelated, pro- 
grams of technical and economic aid shouid be planned and adminis- 
tered in relation primarily not to political and military considerations 
but to economic and social needs and opportunities. The churches 
support efforts to separate military programs from economic develop- 
ment and technical cooperation. 


THE PEOPLE ARE READY TO MOVE 


The people of this country are ready, we believe, to respond 
more fully to courageous leadership by the administration and by the 
Congress for a more responsible role in world leadership in moral, 
economic, and social terms. Many reliable polls of public opinion 
have shown this to be true. 

The widespread support among the people of our churches is sug- 
gested in the action of the general assembly of the National Council 
of Churches meeting in St. Louis, December 5, 1957, when the repre- 
sentatives of the churches from across the Nation voted virtually 
unanimously on a policy statement on international aid and trade. In 
it we said: “As Christians we feel compelled to give our special sup- 
port to the further development of foreign economic policies of the 
United States which will reflect our interest in man’s welfare in other 
countries as well as in our own.” 

After spelling out the various principles for aid and trade programs, 
we concluded: “This assembly advocates balanced, expanding pro- 
grams of international aid and trade to the end that in this inter- 
dependent world its various peoples, all created and cared for by God, 
may have a more abundant life, with more well-being, knowledge, 
justice, freedom, and peace.” 

In this new nuclear-space age, the churches have thus reaffirmed 
their strong support for constructive international programs. We 
hold that accelerated military responses to the challenges of this new 
era of human history are not enough; that there must be expanding, 
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improved programs for promoting economic, political, social well- 
being, and human values among the peoples of the world. 

Mr. Passman. Thank you, Dr. Koch. Your statement was of much 
interest. We have been happy to have you appear before the com- 
mittee and give us the benefit of your counsel. 


Mr. Kocu. Thank you for the opportunity. 


Foreign Economic Ai AND TECHNICAL ASSISTANCE 
WITNESS 


LEVINUS K. PAINTER, FRIENDS COMMITTEE ON NATIONAL LEGIS- 
LATION 


Mr. Passman. Mr. Painter, I believe you represent the Friends 
Committee on National Legislation ? 

Mr. Parner. That is right. 

Mr. PassmaNn. We are pleased to have you before the committee 
to give us the benefit of your views on the subject under discussion. 

You may proceed, sir. 

Mr. Parner. My name is Levinus K. Painter and I am appearing 
on behalf of the Friends Committee on National Legislation, 104 C 
Street NE., Washington, D. C. This committee of the Religious 
Society of Friends seeks to represent many of the concerns of friends 
but does not claim to speak for the whole society whose democratic 
organization does not lend itself to official spokesmen. 

The following comments are largely based on personal observations 
overseas, particularly in East Africa and the Middle East. I spent 
nearly 9 months in these areas in 1956-57. This was my fourth over- 
seas trip since the Second World War and my third visit to the Middle 
East. In 1949 I served for some months on the United Nations staff 
administering relief to Palestine refugees, a unit designated as 
UNRPR. 

In Lebanon and Turkey I was privileged to observe something of the 
United States program of technical assistance. Through personal 
interviews, nationals gave their opinions regarding United States 
economic aid. Also, at the Technical Training School at Nairobi, 
Kenya, I became acquainted with the very small beginnings of United 
States technical assistance for Uganda, Kenya, and Tanganyika. 
Later I observed the great need of such a program of assistance in 
Madagascar. 

AREAS OF GREATEST NEED 


1. Agriculture.—It is safe to say that 80 to 85 percent of the econ- 
omy of the underdeveloped countries is based on the land and on 
natural resources. Hence there is a great need for expansion of present 
programs of soil and water conservation, transport and market facili- 
ties, and technical training in agriculture. 

2. Education.—In none of the underdeveloped countries has adult 
literacy reached 50 percent and in many it is very much lower. It takes 
more than a minimum literacy education to provide a stable foundation 
for on-going democracy. Economic support in the erection of schools 
and in training more nationals as teachers is a prime necessity. 

3.. Health.—In colonial areas of East Africa nearly 100 percent of 
the nationals are victims of malaria and up to 50 percent are infected 
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with TB. With proper medical care and proper diet the labor poten- 
tial of workmen in these areas would easily be doubled. This has been 
the concern of WHO (World Health Organization) but their program 
needs continued expansion in personnel and in economic backing. The 

malaria eradication program currently projected should be expanded 
with added seantiell tind additional funds. 

4. Economic aid.—Loans can help improve a nation’s agricultural, 
health, and educational program. ans for electric power installa. 
tions, and loans to underwrite expanding or new industries are a great 
boon in upgrading the economic level. In the end these loans will 
provide greater purchasing power which will enable these nations to 
pay for needed imports. We hope the Congress will approve the full 
$625 million authorized for the Development Loan Fund. The number 
of applications now on file for this Fund indicate that it should also 
receive additional money during the coming year. 


THE TECHNICAL ASSISTANCE PROGRAM 


I cannot praise too highly the technical assitance program as admin- 
istered through ICA. Any minor faults in its administration should 
not cast reflection on its worth. I saw the developing agricultural 
program of the University of Iowa in Lebanon. The personnel I met 
are of high quality. The new agricultural building at the American 
University of Beirut and their model experiment farm in the fertile 
anti-Lebanon Valley are soundly conceived projects. 

I visited with the leaders of the University of Nebraska staff in 
Ankara, Turkey, and got the thrilling story of their plans, now in proc- 
ess of development, for a new Technical and Agricultural School at 
Erzurum, in eastern Turkey, within 150 miles of the Russian border. 
The buildings are now being constructed, and young Turks are here in 
American graduate schools training to staff the new institution. 

From “on the ground” observers I have larned that the same type 
of constructive programs are being developed in other areas: Massa- 
chusetts State in Japan, Michigan State and Tulane in Colombia, 
Purdue University in Brazil,and so forth. I understand that the Isaac 
Delgado Central Trade School of New Orleans has a vocational 
training program at the Kampala Technical Institute in Uganda, a 
country where there is a very great need for men trained in the trades. 
In all, I understand there are about 55 colleges and universities now 
undertaking — ams in overseas areas under ICA contracts. These 
programs are a valuable addition to Christian mission programs. | 
trust that ICA: will be given the $150 million authorized to expand this 
sound program of education and technical training. 


TECHNICAL ASSISTANCR THROUGH THE UNITED NATIONS 


Our Nation would strengthen its position of leadership in the world 
if we channeled more of the economic and technical assistance through 
United Nations agencies. This would help free the United States 
from the charge that our economic development programs are 
prompted by selfish motives. At the same time, it would strengthen 
the position of the United Nations in areas of service that can more 
naturally be rendered by the corporate body of nations rather than 
by a single nation. Also, our foreign aid dollars, augmented by con- 
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tributions of participating nations, would go much farther and present 
programs could be expanded and strengthened. The presence of a 
staff of technical personnel representing different nations working on 
comnion problems is, in itself, beneficial. We strongly urge that the 
full $20 million requested for the U. N. technical assistance program 
be appropriated, and that the United States contribution remain at 
40 percent. This is a reasonable share for this country to contribute, 
since our national income is estimated at about 40 percent of the world’s 
income. 
LIMITATIONS OF THE MILITARY AID PROGRAM 


The military aid program in underdeveloped countries must be 
questioned from several angles. 

United States military aid is by no means welcomed by many in- 
telligent nationals. Too often, the V feel it has been extended by the 
United States to give political and military advantage and is often 
used to sup port or strengthen undemocratic regimes. 

United States military aid tends to stimulate further military spend- 
ing on the part of the country assisted. This diverts valuable national 
resources away from badly needed economic development. Military 
aid also tends to create greater suspicions and tensions in relation to 
neighboring nations 


CONCLUSION 


The United States—the wealthiest nation in a world where the ma- 
jority of the inhabitants are ill clothed, ill housed, and ill fed—ought 
to assume much greater responsibility for assisting other people to full 
economic and political independence through peaceful means. Even if 
the Congress appropriated the full amount authorized for nonmilitary 
programs by this bill, we would still fall far short of meeting the need 
which exists in the world today. 

Mr. Passman. Thank you very much, Mr. Painter. We thank you 
for affording us the benefit of your views, and we want you to know 
that you are always welcome to ap pear before this committee. We 

shall look forward to seeing you again next year. We hope you have 

a comfortable visit while you are here, and a pleasant flight back to 
Boston. 

Mr. Patnrer. Thank you, sir. 


Metrvant-Security Appropriations 
WITNESS 


WALLACE J. CAMPBELL, THE COOPERATIVE LEAGUE OF THE 
UNITED STATES OF AMERICA 


Mr. Passman. Mr. Campbell, I believe you represent the Cooper- 
ative League of the United States of America. 

Mr. Campset. If I may, 1 would like to condense my statement, 
if it can appear in the record. 

Mr. PassMAan. Without objection, we shall insert the statement in 
the record, and you may speak from that. You do understand why 
there is necessarily a limitation of time. 

You will kindly proceed, sir. 
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Mr. Campse.i. We appreciate the fact that this committee is work- 
ing day and night on this matter. We know that only the Senate com- 
mittee ever did more. The Senate committee had 38 public witnesses 
in 1 day this spring. They were under even worse pressure than you 
are. 

Mr. Passman. We do not consider that we are under pressure, Mr, 
Campbell. Some of us put in 16 or 17 hours’ work a day, but we do not 
consider that we are under pressure, as that is part of the job. 

(The statement follows :) 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR OF WASHINGTON OFFICE, 
COOPERATIVE LEAGUE OF THE UNITED STATES OF AMERICA 


The Cooperative League of the United States of America, which serves a mem- 
bership of 13 million American families, is very happy to have this opportunity 
to express its support for the mutual security program which is now before you 
and to urge appropriation of the full amount which has been requested for the 
program for this coming year. 

As you know, the Cooperative League’s membership comes from all sections 
of the United States. It includes great farm-supply cooperative organizations, 
city co-ops handling foodstuffs and gasoline, cooperative housing and health 
associations, rural electric co-ops, insurance, credit, and other types of consumer, 
service, and purchasing cooperatives. A very broad cross section of American 
families and taxpayers is represented in our organization. Each year for almost 
a decade, our organizations have gone on record in enthusiastic support for tech- 
nical assistance, economic development, and similar programs designed to help 
people in the less-developed countries to help themselves. 

We appreciate the fact that this subcommittee is working night and day on a 
dual function; first, to assure the American taxpayers that they are getting 
their money’s worth in a mutual security program, and, second, to appropriate 
adequate funds so that America can play its role of responsibility in assurimg a 
eontinuation of world peace through raising the standard of living in the less- 
developed countries around the world as a part of genuine mutual security. 

We would like to devote a substantial amount of our very limited time tomght 
to review the dollars-and-cents factors involved in the appropriation legislation 
now before you. Before we do that, however, we would like to outline some of 
the basic reasons for our support. 

(1) The mutual security legislation involves a minimum of 600,000 jobs for 
American workers. In this period of recession, a cut in the mutual security 
appropriation would hurt, rather than help, our domestic economic situation. 

(2) The mutual security program, through international economic coopera- 
tion, is creating new markets which, in the long run, will be of inestimable value 
to the American economy. 

(3) The mutual security program is an inexpensive insurance policy for world 
peace. Our annual expenditures of $3.5 billion to $4 billion for mutual security is 
a small cost compared with the $350 billion which we spent for World War II. 
It is our firm belief that, through economic development and technical assist- 
ance programs, we can do much to remove the threat of Soviet penetration and 
the possible outbreak of world war IIT. 

(4) America’s responsibility for world leadership lies not only in the political 
field and the preservation of the peoce, but it lies also in the day-to-day leader- 
ship in the fields of science as applied to industry and productivity, health andi 
sanitation, improved agricultural techniques to meet the problems: of world 
hunger, better civic administration, competent management, and the creation of 
democratic institutions, such as cooperatives, farm organizations, voluntary labor 
organizations, and other associations. This will strengthen the democratic forces 
of the free world. 

Now, we would like to review the dollars-and-cents factors involved in the 
requested appropriation before you. 

The current request and authorizations for the mutual security program for 
1959 put in perspective our expenditures for defense and security. The current 
request of $43 billion for the defense program is 10 times the size of the mutual 
security program request of $3.9 billion. 

Of the $3.9 billion requested, $1.8 billion, or nearly 50 percent, is for direct mili- 
tary assistance to our allies in the free world. 
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Another $835 million is for defense support, giving us a total requested expendi- 
ture of $2,635 million for military assistance and defense support. This makes 
up two-thirds of the mutual security program. 

In other words, about 3 percent of the amount we are currently planning to 
spend for defense and mutual security is for international economic cooperation, 
which, we feel, is the most constructive single section of our foreign policy. 

The Cooperative League of the United States of America continues to support 
with enthusiasm and vigor the technical assistance program which would use 
$172 million for both bilateral and multilateral programs this coming year. We 
were greatly heartened to see the affirmative action taken by the Foreign Affairs 
Committee in recommending the increase for United States technical assistance 
abroad from $142 to $150 million. We were happy that the House sus- 
tained this action, and that the Senate has gone along with the higher figure for 
what we have referred to so long as the point 4 program, or helping people to 
help themselves. We have been pleased to see point 4 grow from its initial 
concern for health, sanitation, agriculture, and education to technical assistance 
and economic development in housing, transportation, communications, industrial 
and marketing techniques, and public administration. 

Of the overall $172 million requested, $21.5 million is for multilateral programs, 
including the specialized agencies of the United Nations and the technical assist- 
ance work of the Organization of American States. 

We were pleased that the United States delegation to the U. N., with Congress- 
man Walter Judd’s leadership, secured a United Nations approval for a special 
projects program. We understand he has talked to you tonight, so we won’t go 
into that in detail, but we are proud that the U. N. has moved forward with that. 
This special projects program would supplement and increase the effectiveness of 
the United Nations program on technical assistace. Congressman Judd is to be 
commended for the leadership he exercised in securing approval of that program 
in the General Assembly last year. The current request for appropriations 
includes $414 million for the special projects program. We hope this will stimu- 
late participation of the other nations and eventually take care of up to $100 
million per year in economic development programs which can be best carried on 
through the United Nations. 

The work of the Organization of American States has been one of such a long 
history of successful operation that it needs no defense. 

The requested authorization for the technical assistance program of the United 
Nations, as this committee is well aware, is to be used primarily through the 
United Nations Food and Agriculture Organization, World Health Organization, 
UNESCO, ILO, and the other specialized agencies of the United Nations, plus the 
Technical Assistance Administration in the United Nations itself. Highteen of 
the nations which are now members of the United Nations were not in existence 
when the United Nations was formed a little more than a decade ago. The 
technical assistance provided through the United Nations has actually helped 
some of these nations come into being and is providing the know-how in govern- 
mental procedures and administration which is essential to a continuing demo- 
eratic character for those new countries. Of particular importance to this 
committee is the fact that 84 governments have contributed $200 million to this 
program. Experts recruited from 80 different countries have served in more 
than 135 countries. 

The cooperative league is happy to express again its approval for the pro- 

sed appropriation for the United Nations Children’s Fund which we feel has 
ats an outstanding job in meeting needs around the world. 
_ The new Development Loan Fund is a move to apply the loan principle, rather 
than grants, to economic foreign aid. It is our own feeling that as the years 
go by an increasing amount of our economic assistance will be in the form. of 
these loans. People in the underdeveloped countries are proud of their own 
ability to do things for themselves. They are happier and work harder when 
they secure aid through a loan repayable to the original source of economic 
support. The Cooperative League was happy to support the original program 
as presented to the Congress by the administration last year calling for approxi- 
mately $2 billion in loan authorization. We were very sorry to see this cut to 
6300 million by the Congress this last year. The $625 million authorized for 
fiscal 1959 is a modest amount. The Development Loan Fund will have com- 
mitted or earmarked the full amount of its authorization by the close of this 
current year. Applications now on hand could use a total of $2 billion. 
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The Development Loan Fund provides an important new source of develop- 
ment capital. An applicant must have made applications to private banks, 
the Export-Import Bank and the International Bank for Reconstruction and 
Development (World Bank) before it is eligible for a loan from the Develop- 
ment Loan Fund. Any loans made by the DLF must be economically and tech- 
nically feasible and must contribute to the economic development of the country 
in which the loan is made. 

There has been some criticism of the possible accumulation of soft currencies 
in our various loan programs. Actually there are unexpended foreign cur- 
rencies of less than $2 billion now on hand, including funds from the distribution 
of surplus agricultural commodities under Public Law 480. We must, by law, 
use $175 million during this coming year for agricultural surplus sold for soft 
currencies. As we make use of our great stock of agricultural commodities, 
we are actually using food instead of dollars for economic development and are 
opening the way for turning a liability into a great world asset in this use of 
surplus foods. 

As a vice president of CARE, I wish to commend this committee and the Con- 
gress for its continued support of Public Law 480 and for the use of agricultural 
commodities for relief and rehabilitation overseas. CARE has found that its 
food crusade and other programs win millions of friends for America through 
constructive use of agricultural commodities without destroying the market for 
other American commodities or the production of friendly agricultural countries. 

May we conclude by pointing to the broad human factors involved in the legis- 
lation before you. Senator George D. Aiken of Vermont said recently in com- 
menting on the mutual security program that “the greatest potential wealth of 
the world is the 2.5 billion people in the underdeveloped nations. Our foreign 
economic policy should place heavy emphasis on projects that will provide jobs 
ealling for decent wages that will increase living standards and amass purchas- 
ing powers.” 

This committee does not need to be reminded, I am sure, that we must spend 
adequately for peace—as much, if necessary, as we are willing to pay for war. 
None of us has actually recommended that amount, but I think if necessary we 
should. It is our firm belief that the more adequate our program of economic 
assistance and development, the quicker we will be able to cut our huge costs of 
defense and military support. It is in this direction which lies the genuine 
economies which are possible in foreign policy. 


Mr. Passman. Thank you kindly, Mr. Campbell. 

May I clear a misunderstanding about the number of witnesses 
heard in one day. Some of us have been working 15 or 16 hours for 
long days and weeks. We schedule these hearings, and I do not see 
how any man could put in any more hours than we do. 

Mr. Camrpsett. We certainly appreciate that fact. 

Mr. Passman. I am very sorry that we did not have a day in the 
schedule that we could devote entirely to publie witnesses. 

I think perhaps you would like for me to say this before you leave. 
Many of us recognize the good parts of this program, but we are afraid 
that many of our friends who appear before the committee fail to 
realize, among other factors, that the appropriation for which you are 
testifying is not the only foreign appropriation. When all of them 
are put together, this sum represents 12 percent of the total budget 
this year. That is reaching a very sizable amount and proportion. 

Mr. Camrseit. We do not pretend to be experts on either the mil- 
itary or the defense support part, but we do study very carefully the 
economic parts of the program, and we feel they are very important 
to the country as a whole. 


_Mr. Passman. We are very pleased to have had the benefit of your 
views. 
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WITNESSES 


DR. MARIBETH E. CAMERON, CHAIRMAN, INTERNATIONAL RELA- 
TIONS COMMITTEE, AMERICAN ASSOCIATION OF UNIVERSITY 
WOMEN 

MRS. WALTER M. BAIN, CHAIRMAN, LEGISLATIVE PROGRAM 
COMMITTEE 

MRS. ALISON BELL, LEGISLATIVE ASSOCIATE 

MISS DOROTHY ROBINS, INTERNATIONAL RELATIONS ASSOCIATE, 
AMERICAN ASSOCIATION OF UNIVERSITY WOMEN 


Mr. Passman. I believe you ladies represent the American Asso- 
ciation of University Women. 

Mrs. Bett. We almost brought 96 of us. They wished to adjourn 
one of our national meetings. 

Mr, PassMan. We would have been very pleased to receive as many 
as could have crowded into the room. 

We should like to have each of your names inserted in the record 
so it may be known that you did appear before the committee. We 

yarticularly are anxious to hear from you, Dr. Cameron, to gain the 
benefit of your views on this matter to which you have given much 
study and thought. 

Have you a prepared statement, Dr. Cameron? 

Dr. Cameron. I have. 

Mr. Passman. Would you prefer to insert that in the record and 
then speak from it, or do you wish to read it? 

Dr. Cameron. May I read it? 

Mr. Passman. Yes; we want you to proceed according to your 
preference. 

Dr. Cameron. Mr. Chairman and members of the committee, the 
American Association of University Women wishes to express its 
appreciation for the privilege of appearing once again before this 
committee in support of mutual security appropriations. 

The board of directors are meeting in Washington this week. We 
come directly from those meetings. As Mrs. Bell told you, every- 
one else wanted to come, too. It gives me great pleasure to bring 
you their greetings. 

I am Dr. Meribeth E. Cameron, academic dean and professor of 
history at Mount Holyoke College in South Hadley, Mass.; I am 
currently finishing my fifth year as chairman of AAUW’s inter- 
national relations committee. 

The AAUW, which was founded in 1882, is composed of 1,398 
branches in the 48 States, the District of Columbia, Hawaii, Alaska, 
and Guam, and has a membership of over 145,000. The association 
has long supported the concept of expanding programs of sound 
technical assistance and ecenomic development. Its membership, 
meeting in biennial convention last June in Boston, empresa 3 


endorsed these objectives once again, believing that this work serves 
(1) as an important instrument of constructive American foreign 
policy, and (2) as a creative force for building a peaceful and stable 
world. 

I may add that support of technical assistance training is so deeply 
a part of the belief of AAUW’s leadership and membership that the 
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association has sponsored since World War IT an international grants 
program under which 443 women from other countries have studied 
in the United States at a cost of over a million dollars to the members 
of the association. The AAUW also ee a fellowship program 
under which many graduate women from this country have gone 
abroad to study and many of our members have participated activ ely 
in the United States and international programs of technical assist- 
ance. 

It is therefore with the conviction born of study and practice that 
the AAUW, in appearing before you this evening, urges full support 
of the U nited States mutual security program. ‘In this program the 
United States has a powerful instrument of foreign policy. Effec- 
tively supported and carried out, mutual security : 

(a) Serves not merely to combat communism, but to create a world 
situation in which ideals of freedom and democracy can exist. 

(6) Promotes the economic growth of the new ly developing coun- 
tries of the free world—and we wish them to remain a part of the free 
world—which condition in the long run will serve to preserve our own 
basic economy through stabilization of markets for our own produc- 
tion and secure to us needed sources of raw materials. 

(c) Serves as an integral part of our present concept of creative 
international relationships, well illustrated by our role in such organi- 
zations as UNICEF, the World Bank, and the new Intern ational 
Atomic Energy Agenc y, devoted to the peaceful uses of atomic energy. 

At its present budget tary level, the mutual security program could 
be carried on for well over 100 years and still not equal the cost of 
World War II in dollars alone. 

A nation which was willing and capable of spending some $350 
billion in the waging and winning of the Second World War, not 
including the subsequent costs of pensions and. veterans’ benefits, and 
a nation which offered up the lives of 292,000 of its young men in 
the achievement of this victory, cannot now afford not to carry out 
this positive program which continues to benefit United States secu- 
rity and bring steady improvement in the industry, education, health, 
and standard of living of countries friendly and important to the 
United States. 

The American Association of University Women urges your ap- 
proval of the full sums authorized for the mutual security program. 

Mr. Passman. Thank you, Dr. Cameron. We are so happy to have 
had you with us, and we shall look forward to your return next year. 
We hope you have a very enjoyable, coristructive, and educational 
convention. 

Dr. Cameron. Thank you, Mr. Passman. 





Mourvat Securrry APPROPRIATIONS 
WITNESS 


MRS. SAMUEL BROWN, CHAIRMAN, NATIONAL COMMITTEE ON 
PUBLIC AFFAIRS, NATIONAL COUNCIL OF JEWISH WOMEN 


Mr. Passman. Good evening, Mrs. Brown. I believe you represent 
the National Committee on Public Affairs of the National Council of 
Jewish Women. 
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We are happy to have you appear before the committee. Do you 
wish to present a statement ? 

Mrs. Brown. Yes. I think you have it before you. 

I know you are anxious to get finished tonight so, if I may, I would 
like to read part of it and have the whole included in the record. 

Mr. Passman. Without objection, we shall insert the entire state- 
ment in the record. 

(The statement follows :) 


STATEMENT OF Mrs. SAMUEL BROWN IN SUPPORT OF APPROPRIATIONS FOR THE 
Mutua Security Act or 1958 


I am Mrs. Samuel Brown, member of the national board and chairman of 
the national committee on public Affairs of the National Council of Jewish 
Women. I appreciate the opportunity of appearing before your committee in 
support of the appropriation for the Mutual Security Act of 1958, recommended 
by the House Foreign Affairs Committee and authorized by the House. One of 
the major interests of the National Council of Jewish Women, which was estab- 
lished in 1893, and now has 110,000 members in 240 communities throughout 
the country, is to promote effective international cooperation. For the past 
decade the delegates to each of our national conventions have gone on record— 

“To support such economic * * * and military measures on the part of the 
United States and in cooperation with other nations as are necessary to 
strengthen the defenses of the free world ; and 

“To urge the United States Government to aid the peoples of underdeveloped 
areas to build up their productive capacities in order to raise living standards 
and promote peace and economic security throughout the world.” 

Our members view the mutual security program as a very important aspect of 
United States foreign policy and they have consistently supported the technical 
assistance programs, both through the United States and through the United 
Nations and the economic assistance and development programs as they have been 
proposed to the Congress. The support of our members is not confined only to 
statements and resolutions. The National Council of Jewish Women, as a volun- 
tary organization has spent $314 million on its overseas program of assistance to 
about 15 countries since the program was established in the fall of 1945. The 
program has emphasized scholarships for graduate training of personnel in the 
fields of social work, early childhood education, special education, educational 
administration, teacher education, graduate nursing, psychology, and rehabilita- 
tion services. Under this scholarship program we brought to the United States 
144 men and women for study at universities so that they may acquire skills in 
these fields and use the knowledge for the benefit of their people when they return 
to their own countries. Six of these were community leaders who came to ob- 
serve our social institutions and citizen participation in community affairs. Our 
overseas program of assistance also includes the support of the School of Educa- 
tion of Hebrew University in Jerusalem by an annual grant of $48,000 per year 
and the establishment of a pedagogic library and an audiovisual center. In 
addition, our members have sent educational and play material for chiidren to 
15 countries. 

This program was initiated in the belief that economic development depends 
upon more than technical or economie changes; that social institutions, patterns, 
and values provide the broad base upon which economic development must rest; 
and that the promotion of such institutions, patterns and values, through educa- 
tion, training and other technical aids is as important as economic development 
itself. This is the way we feel we can make our small contribution to economic 
development with the limited resources available to us. I am citing our activi- 
ties here merely to illustrate how strongly our members believe in the validity 
and importance of the mutual security program, strongly enough to be willing to 
contribute their own funds and efforts. The experiences we have had with our 
own program, exemplified by the comments from the recipients of our assistance 
quoted below, has strengthened our conviction for the vigorous continuation of 
the mutual security program, as perhaps the most effective means of achieving 
stability and understanding in the world. . An educator from Israel wrote: 

“T feel pretty. sure that the changes for the better in my field which have been 


made in my country, came slowly through those who came back from the United 
States.” 
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A social worker from Morocco said: 

“Awareness of existing programs and practice in other countries is absolutely 
necessary and extremely valuable when working toward creation of services in 
a country which has few or underdeveloped services.” 

Another recipient of our assistance had this to say about the United States: 

“I found it very meaningful to come close to the American pattern of life 
in its various shades and aspects, and I am now doing quite a bit of interpreta- 
tion to. groups and individuals at home on the matter of American mentality, 
with focus on American broadmindedness, American community conscientious- 
ness and the basic geniality of mutual acceptance.” 

I am here, therefore to urge that your committee recommend the full appro- 
priation, as authorized by the House. We particularly urge the appropriation 
of $625 million for the Development Loan Fund. The Fund was established by 
Congress last year to meet the need for assistance on a long-term basis essen- 
tial for sound planning and the carrying out of development programs. The 
report of the House Committee on Foreign Affairs (H. Rept. No. 1696, p. 31) 
states: “The Development Loan Fund appears to be the most effective instru- 
ment available to the United States for providing economic assistance in the 
development of the less developed portions of the world.” The recipient coun- 
tries apparently share this view as indicated by the fact that applications 
totaling well over $1 billion have already been received. Even the $625 million 
added to the $300 million appropriated last year will not be sufficient to meet 
all the applications received to date, and undoubtedly there will be other appli- 
cations as time goes on. 

We feel a particular urgency about this aspect of the program because of 
recent events. While we were challenged on the military front for a long time, 
we were relatively secure on the economic front by virtue of our economic 
strength, productivity, and scientific skill. Now, however, the emphasis has 
shifted somewhat and we are being challenged on this front as well by those 
whose methods and ethics are not as scrupulous as ours. It is imperative, 
therefore, that Congress support the efforts to help the less developed countries 
remain free. 

We share the President’s convictions, as stated in his message to Congress 
on February 19, 1958, that: 

“The value of the mutual security program to our national safety and to free- 
dom throughout the world is many times greater than its cost. 

“For the safety of our families, the future of our children, and our continued 
existence as a nation, we cannot afford to slacken our support of the mutual 
security program. The program I have recommended represents the smallest 
amount we may wisely invest in mutual security during the coming year.” 


Mr. Passman. Thank you very much, Mrs. Brown, for giving us 
the benefit of your views. We cannot concur with your statement in 
its entirety, but you are always welcome to make your views known to 
this committee. 

Mrs. Brown. Thank you, Mr. Chairman. 


Economic DevELOPMENT AND TECHNICAL ASSISTANCE 
WITNESS 


PAUL SIFTON, NATIONAL LEGISLATIVE REPRESENTATIVE, 
UNITED AUTO WORKERS 


Mr. Passman. We are very pleased to have with us Mr. Paul Sifton, 
national legislative representative of the United Auto Workers. 

Mr. Sifton, have you a statement you would like to present ? 

Mr. Srrron. I do. If agreeable, I would like to run through a few 
paragraphs of it and then refer to some other matters that I have. 

Mr. Passman. Without objection of the committee, the statement 
will be inserted. 

Mr. Srrron. Mr. Chairman, Mr. Victor Reuther, administrative 
assistant to the president, had hoped to be here, for he had been in 
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x urope during the organization of the Marshall plan and had consid- 

‘able firsthand knowledge of this type of program. 

eos PassMAN. We are certainly sorry that we shall be deprived of 
the benefit of his views. Will you kindly convey our very best wishes 
to the gentleman ? 

Mr. Sirron. He asked me to appear and present his statement. 

(The statement follows :) 


STATEMENT Or Pau Strron, NATIONAL LEGISLATIVE REPRESENTATIVE, UAW 


As in former years, we have supported and urged the authorization by 
Congress of the full amounts the administration has requested for international 
aid and economic cooperation in the fiscal year 1959. But we again pointed out 
that the scope, purposes, terms, and amounts proposed seem too little. They 
expose us and the other nations of the free world to the danger of being too late. 

We now urge you, the members of the House Appropriations Subcommittee, to 
recommend the appropriation by Congress of the full amounts authorized by Con- 
gress for mutual security, with first emphasis upon economic aid, U. N. technical 
assistance, ILO, the $625 million requested for the Development Loan Fund, and 
including also, at this critical juncture, in international affairs, the amounts 
authorized for defense and defense-supporting purposes. 

In making this recommendation candor compels us to state that we believe the 
program to be lopsided, not that defense and defense-supported amounts are too 
large—we are not authorities in this field and we are inclined to support the 
judgment of others in the present situation of threatened aggression—but because 
we believe the amounts authorized for nonmilitary aid, including the $625 million 
for economic development, are too small and therefore dangerously inadequate. 

Last year the total of mutual security appropriations including carryover 
amounted to $3,435,810,000. This year, the appropriations for fiscal 1959 have an 
authorization ceiling of approximately $3,674 million with little or no real carry- 
over. The increase is less than the ine rease required for the Development Loan 
Fund which last year was given $300 million on the assumption that it would 
be in effective operation for only 6 months. This full amount will be committed 
by the end of the present fiscal year, we understand, and the ICA has $2 billion in 
loan requests in hand with another $1 billion in sight for the coming fiscal year 
1959 and only $625 million is authorized to meet the needs. Actually, the in- 
crease in the Development Loan Fund from $300 million for the last 6 months of 
the current year to the $625 million for 12 months of the coming year, while con- 
an other mutual security programs, would require a total expenditure of 

$3.750,000, instead of the $3,674 million authorized. 

ven with the appropriation of the full amounts authorized by Congress, we 
risk being pulled into the position, not of helping the underdeveloped countries 
because such help is called for in the United Nations Charter and is in the com- 
mon interest of well-being and peace, but because fear drives us to compete with 
Communist expansionism, spotting our aid here and there to checkmate Com- 
munist offers, paring down such aid whenever we think it is safe, in terms of 
Communist competition, to do so. 

Such so-called economy and spotty coverage in attempts to catch up with and 
offset Communist moves will continue to cost us dearly in terms of time and space 
lost to Communist expansionism as it steps up its search for openings for economic 
penetration, infiltration. subversion, and absorption into the Communist orbit. 

The economic situation within the United States makes it even more imperative 
that the United States share its resources in a long-term program of economic 
aid for the underdeveloped regions of the world. Increased economic aid means 
greater purchases of United States goods and services, increased production and 
more jobs for United States workers, more than 5 million of whom are now 
unemployed while other millions are on short time. We cite AFL-CIO estimates 
that some 600,000 jobs for United States workers are at stake in the continuance 
of the mutual security program. 

And while we are concerned with the impact here at home of the downturn 
which has occurred here in the United States, we must be ever conscious of 
the severe impact which declines in our economy make throughout the world 
and particularly in the underdeveloped areas. Recession here can mean 
catastrophe in countries selling us raw materials. 
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For 8 years the UAW has urged a massive program of international economic 
cooperation—a positive peace offensive—that would get the free world off the 
defensive budget-balancing dime, away from hangnail policies of trying to offset 
Soviet moves in economic penetration after they have been made or threaded 
and which would do for the economically underdeveloped countries of the world 
what the Marshall plan did for Europe. We have urged that the United States 
ean and should afford to contribute up to 2 percent of our gross national product 
to such a peace offensive, against poverty, hunger, ignorance, disease, and 
insecurity, the conditions on which communism and other forms of totalitarianism 
feed, breed, and come to power. 

This challenge is now being made more acute by two widening gaps— 

(1) between falling prices of raw materials produced by the economically 
underdeveloped countries and rising prices of manufactured goods they need 
and would like to buy from us and other industrialized countries ; 

(2) between the per capita incomes of the have and the have not countries. 

And, on top of this, the cost of money—the interest rate—charged by the indus- 
trialized countries, including the United States, is about 100 percent above the 
21% percent rate given Syria by the Soviet bloc. This rate was dangled before 
other economically underdeveloped nations by the Soviet representatives in the 
last session of the United Nations during debate o nthe SUNFED proposal for 
the establishment of a U. N. Economic Development Fund and the United States 
substitute proposal for $100 million fund for still further surveys and training, 
pending a time when we could afford our share of a 400 to 500 million dollar 
fund to start the U. N. on the massive job of economic development. (See 
appendix A.) 

The cost of the war in Korea was used as a reason for postponing such a pro- 
gram. Since then, the excuse has been the cost of the arms race; we were told 
economic development was a postponable item; we were told we could not afford 
to help until the peak need had passed; we were told any hope for significantly 
larger expenditures for economic aid programs must wait until after international 
disarmament is an actual fact. 

Year after year, the administration has asked for dangerously less than enough 
to do the job; year after year Congress has cut those requests; year after year 
the Soviet dictatorship and its satellites have continued to take advantage of our 
temporizing with what the United Nations calls the most serious economic prob- 
lem in the world today—the continually widening gap in per capita income 
between the industrialized and the nonindustrialized countries of the world. 
(See appendix B.) 

Last fall, perhaps shaken by the Soviet launching of the sputniks, the State 
Department moved a substantial distance toward recognizing the usefulness of 
U. N. action in economic development. Faced with the annually renewed recom- 
mendation by a majority of U. N. member nations that the SUNFED idea be put 
to work, the United States proposed the substitute already described. 

President Eisenhower’s request to Congress makes no references to U. N. 
economic development. Instead, in the words of the New York Times, it makes 
a pretty cash request for $20 million as our share of an initial fund to get the sur- 
vey and training program underway. It attempts to duck the issue of actual 
economic development through the U. N. by offering more surveys and more train- 
ing to nations who have already more than $1 billion in needed economic develop- 
ment projects on file with the International Cooperation Administration and who 
already have some personnel trained and with burning ambition but no facilities, 
no plants, no equipment with which to go to work. Such delay and frustration 
tends to yield the initiative, however unintentionally, to Communist offers of in- 
creasing amounts of machinery, economic aid, technical missions to the govern- 
ments of underdeveloped countries determined to increase the per capita income 
of their people. 

We shall continue, as we have ever since we supported the proposed Marshall 
plan in 1947-48 against the angry opposition of the Cominform, to urge upon the 
administration and upon the Congress the urgent need for a massive peace offen- 
sive and a program of international economic cooperation conducted increasingly 
through specialized agencies of the United Nations in implementation of the U.N. 
Charter. . 

Meantime, at this instant in history, we most earnestly appeal to you not to 
eut the mutual security appropriations below what we believe to be inadequate 
amounts recommended by the administration and the inadequate amounts 
authorized by Congress. With the free world and the uncommitted areas of the 
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world facing the effects of unceasing reconnoitering by Communist economic 
expansionism frankly designed and intended for political ends, now is no time, 
it seems to us, for paring down and pulling back on any part of the mutual 
security program, lopsided and imperfect though we thing it to be. We suggest 
that mutual security be continued and improved in quality of design and operation 
and in magnitude until international cooperation in ecomic development is sound 
enough and comprehensive enough to do the job of knitting together the free 
and the uncommitted areas of the world with those peoples of the have-not areas 
who are determined to study and train and work their way into the second half 
of the 20th century and to secure for themselves and their children a share in 
its technological era of abundance, rising standards of living, and respect for 
individual human beings. 
In terms of vital raw materials, we ourselves are becoming more and more 
a have-not nation, dependent upon overseas sources of supplies; dependent, too, 
upon markets outside our borders for the margins of consumption that make the 
difference between prosperity and recession, between full consumption and 
backed-up inventories, between full production and large-scale unemployment. 
It seems to us that our national economic health, welfare, security, and our 
very survival depend not only on continuing mutual security but vastly increasing 
its International Economic Cooperation phases in fiscal year 1960 and thereafter. 
The contrary view as stated by isolationists proposes that, because some nations 
and peoples seem ungrateful and our assistance sometimes seems to have gone 
for little, we should pick up our various mutual security programs and walk off 
the international field where Communist expansionism prosecutes its announced 
intention to “bury” us and withdraw inside our own borders, maintaining the 
wherewithal to enforce the Monroe Doctrine in the Western Hemisphere. Such 
a retreat to isolationism would, it seems to us, be more futile and disastrous in 
much shorter time than it was when proposed in the early years of World War II. 
As the industrially most powerful nation in the world, we are part of the 
world. We cannot resign or retire from it and hope to maintain peace in any 
part of it or even maintain security within our own borders. We saw this 
clearly when we signed and ratified the United Nations Charter: if this com- 
mittee will recommend and the Congress will appropriate substantially the 
full amounts authorized to continue mutual security for the coming fiscal 
year, we will have won time to develop changes and enlargements to meet 
our own and the world’s needs in the field of international economic cooperation. 
As important as the fact that sputniks and United States satellites circle 
the earth every 2 hours is the fact that, while United States per capita income 
as of 1952-4 was $1,870 a year, the have-not areas of the world, containing 
most of the uncommitted peoples of the world, had per capita incomes of 
less than $500 a year. (See table 1.) As we halt and begin to close that 
still widening gap, not by reducing our own standards of living but by helping 
others to raise theirs, we shall begin to establish a genuine and durable peace 


APPENDIX A 


THE NEED FOR SUBSTANTIAL INVESTMENT OF FOREIGN CAPITAL 


“United Nations experts have endeavored to estimate the amount of capital 
which would be required to effect an adequate improvement of the standard of 
living in the underdeveloped countries. They themselves emphasize that their 
figures are approximate and are to be regarded as little more than an indication 
of order of magnitude. Such estimation, moreover, is rendered especially diffi- 
cult by the necessity of making assumptions and by the inadequacy of statistical 
information. 

“According to their calculations the amount of capital needed each year to 
raise the national per capita income in underdeveloped areas by 2 percent per 
annum would be something like $19 billion. About $5 billion of this could 
be provided by domestic savings. A deficit of $14 billion a year would thus 
remain to be met.” 





1See Measures for the Economic Development of Under-Develoned Countries—Report 
by a Group of Experts appointed by the Secretary-General of the United Nations, United 
Nations publication, Sales No.: 1951 II. B.2, pars. 245 and 246. 

(From Scherven Report prepared in pursuance of General Assembly Resolution 724B 


(viii) : General Assembly, Official Records; Ninth Session (1954), Supplement No. 19 
(9/2728), p. 708). 
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“Even bearing in mind that better methods of increasing and utilizing domestic 
savings could be applied in the underdeveloped countries and that such savings 
tend to increase as the standard of living rises, the experts estimate that a 2 
percent increase in national per capita income is out of the question unless 
more than $10 billion of capital, $3 billion of which would be grants, is imported 
annually. 

“The experts consider this contribution of $10 billion to be within the capaci- 
ties of the economically developed countries, for it represents some 2 percent 
of the national income of the countries of Western Europe, Australasia, the 
United States of America, and Canada, the total income of which amounts today 
to some $500 billion. 
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TABLE 2.—Estimates of population, net national product and per capita product of 
55 countries expressed in United States dollars 


Average, 1952-54 2 


| 
| Population,! | Net national 





midyear product at | Per capita 
1953 factor cost product 
(thousands) (million (United 
United States 
States dollars) 
dollars) 
Africa: 
Belgian Congo_-___--- $n dcknwkk amBankak sutepscasbae aes 12, 154 850 | 70 
Eaypt....... i oan sateindieainleteae hel cea aimed dcuteanaie 22, 062 2, 650 120 
iets apatite inihis takin we eo ake hg dbaeit anastasia 5, 851 330 | 60 
Rhodesia and Nyasaland.................-............... 6, 708 | 670 | 100 
Uganda Siwadeaveee pains aie 5, 343 | 270 | 50 
Union of South Africa_- ii dbl oatian ts ee 13, 153 | 3, 950 | 300 
America: 
Argentina Pouwcen een F a a eS 18, 393 8, 460 | 460 
Brazil. ......-- = a ~ 55, 72 | 12, 830 | 230 
CRs d. 3. Soh chide oth ocka Sacbeikeseshuen ara 14,781 | 19, 360 | 1,310 
tte athe ee ee cd , ET eS 6, 437 2, 320 | 360 
Odlembis....-..-..- a oo ea oe 12, 111 3, 030 | 250 
Cuba ie nde bala cae 5, 807 | 1, 800 | 310 
Dominican Republic es ee eee ee 2, 291 360 | 160 
| ee ee sian ctiaaalan a 3, 464 | 520 | 150 
Guatemala............ aoi , wknd 3,049 | 490 | 160 
| REE AAS ee dsb endl ae i 1, 564 | 230 | 150 
ee ee ‘ isd waietadw«ieheee #1, 457 | 3 260 | 3180 
I hia ats oe lac ieee eR al a on 28, 056 6, 170 220 
Panama oy ; aka ves A 863 220 | 250 
eT SS are ae Brees - 1, 496 | 210 | 140 
Peru ; ow 9,035 | 1, 080 120 
Puerto Rico w3atebalveas dd. ; os 6 cattetovatathy 2, 213 | 950 | 430 
United States ‘ aaa 159, 643 298, 530 1, 870 
Venezuela... _. hh aiden res aN ‘ ss cesychcl rch ic lbs 5, 440 42,940 | * 540 
Asia: | 
ER en Se oe . a* eek oe oe 19, 045 | 950 | i 
SN ae cottages ‘ E inthe dea eaobed 8, 155 890 110 
NS a cancion te iets Sieseat 372, 000 22, 320 & 
in cumesuddsds<cta bk 1, 650 770 470 
Japan atl , ani 86, 700 16, 470 190 
Korea (South) eatin’ ; cued 21, 376 | 1, 500 | 70 
NN 8s: ik deacknx hiked op Suign 6 ks ab ebkibiew wee 1, 353 | 350 | 200 
Malaya. ......--..- ; cs ats atkenions 5, 706 41,770 | 4310 
NBL coin eaubecncuedseens bascehebes nod 79, 330 | 5, 550 | 70 
Pees. 4..5... <«acctanae dia ssi cist ecelaindael oe 21, 039 3, 150 1 
Thalia@a.. 2-2. <2... : eae 19, 556 41,560 | ¢ 80 
Oct ienaiome tes — 22, 461 4,720 | 210 





1 Estimates obtained from the July 1956 issue of Monthly Bulletin of Statistics, Statistical Office of the 
United Nations, New York. : 

? Simple arithmetic mean of annual aggregate and per capita product estimates. 

3 1952. 

41952 and 1953. 


APPENDIX B 


THE WIDENING Gap In Per Caprra Income—“THE Most DISTURBING SINGLE 
FEATURE OF THE PRESENT WORLD DCoNOMIC SITUATION 


During the United Nations 11th General Assembly, its Economic and Financial 
Committee’s discussion of economic development of underdeveloped countries 
continued from December 12, 1956, to February 12, 1957. 

Opening the discussion, U. N. Under Secretary for Economic and Social Affairs 
Philippe De Seynes, was reported as follows: 

Turning to the underdeveloped countries, Mr. De Seynes remarked that in 
spite of many hopeful elements in the present record, the back of the problem of 
mass poverty was far from having been broken. 

“More serious,” he said “than the widening of the disparity in per capita income 
between developed and underdeveloped countries was the fact that no tendency 
for a reversal or an arresting of this process had been witnessed. 

“The failure,” he declared, “thus far to set in motion forces of cumulative 
economic growth throughout a large part of the world is, in the long run, the 
most disturbing single feature of the present world economic situation” (from 
U.N. press release GA/EF/341, December 12, 1956). 
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Mr. Strron. I refer you to table 1, which states the basic problem 
involved in this whole area more graphically than anything I could 
say, and I urge the members of the committee to take this into con- 
sideration, together with appendixes A and B. Appendix B refers 
to the widening gap between the two. 

(Off the record.) 

Mr. Strron. Now, if I might, this I read from a recent letter writ- 
ten by President Walter P. Reuther on the subject of automation. 
This I put in here because it shows one of the factors, that we have 
continually increasing production, and the total pie must be shared 
and be consumed so we can continue full production and full employ- 
ment. Hesaid: 


A look at a few economic statistics confirms what has been happening in the 
last decade. Between 1947 and 1956, employment in all United States manufac- 
turing establishments went up 20 percent from 14,294,000 to 17,178,000, but the 
value added by manufacturing in all United States factories rose 88.1 percent, 
from $74.3 billion to $139.8 billion. 

In the automotive industry the figures are even more startling. From 1947 to 
1956, the value added by manufacturing increased 111 percent from $3.8 billion 
to $8 billion. Total factory sales of cars, trucks, and buses increased by 44 per- 
cent, from 4,789,000 to 6,921,000. Yet total employment in auto-manufacturing 
plants increased only 2 percent, from 776,000 to 791,000, and the number of pro- 
duction workers actually decreased by 2.3 percent, from 648,000 to 633,000. 

Thus, in 10 years automation and other improvements in the auto industry 
made it possible for 2.3 percent fewer production workers to produce 44 percent 
more vehicles with an 88-percent higher value added by manufacturing. 


In order to make this potential abundance a blessing for ourselves 
and for the rest of the human family, we say that it is not only morally 
right but it is an economic necessity to share in the family of man in 
order to preserve this thing and give it meaning for our own people. 
One-third of our membership are walking the streets today. This is 
one of the ways it can remedy it. 

Mr. Passman. We thank you very much for the benefit of your views. 
This is a matter which could be argued two ways. A lot of people 
believe there is nothing more inflationary than foreign aid. A lot of 
people believe, and have substantial supporting statistics, that there 
would not have been so much unemployment if there had not been 
foreign aid. 

Sometime I should like very much to discuss this matter with you 
and some of your other top officials. Some of us believe that, if all 
the ills could be cured with money, we ought to double the appropria- 
tion and then experience | tremendous prosperity. 

We thank you for coming in, sir. 

Mr. Strron. Production is what did it, Mr. Chairman. 

Mr. Passman. Thank you very much. 


Moutvat Securiry Program 
WITNESS 


EDWARD D. HOLLANDER, NATIONAL DIRECTOR, AMERICANS FOR 
DEMOCRATIC ACTION 


Mr. Passman. Mr. Hollander, I believe you represent the Americans 
for Democratic Action. 
Have you astatement ? 
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Mr. Hotianper. I do, sir. With your permission, I will just read 
it since it is very short. 

Mr. Chairman and members of the subcommittee, my name is Ed- 
ward D. Hollander. I am appearing tonight on behalf of Americans 
for Democratic Action, as its national director. Our organization 
appreciates the opportunity to testify before this subcommittee on 
behalf of the appropriations necessary to support the Mutual Security 
Act of 1958. 

Mr. Chairman, it will not surprise you to hear that we feel that the 
amounts proposed in the administration’s program for technical and 
economic development do not begin to measure up to what the United 
States can and should do. We are pleased to note that in one respect 
the authorization measures approved by the Senate and the House go 
beyond the administration proposal, in authorizing $8 million, or 
about 514 percent more for bilateral technical aid, and we hope that 
you will recommend the appropriation at this higher figure. 

Having said this, we shal] limit ourselves tonight to supporting the 
appropriation of the full amounts set forth in the authorization bills, 

leading with you to allow the ful amounts as the minimum for carry- 
ing out United States policy and countering the mounting Soviet eco- 
nomic offensive. 

When this same topic was under discussion last year there was tre- 
mendous pressure to cut the Federal budget so as to avert a depression 
which, it was said at the time, would curl our hair. The budget was 
indeed cut, and we find ourselves saddled with a recession. 

There was no economic reason for those cuts and, certanly, there is 
no economic justification for cutting this budget today. Indeed, an 
adequate foreign-aid program now makes sense in national as well as 
international policy—for the dollars appropriated help to keep Amer- 
icas at. work while strengthening our position abroad. 

We do not, of course, condone extravagance or waste—and we are 
pleased that the ICA Administrator, Mr. James C. Smith, has given 
such earnest consideration to the many criticisms of the aid program. 
The answers which he has compiled are, in our opinion, both compre- 
hensive and convincing. 

At the same time, I believe we must reconcile ourselves to some- 
thing less than perfect efficiency in these programs. We of the 
United States have examples in our own history of false starts, mis- 
takes, wastes, and even some scandals in our economic development. 
Other nations can no more avoid making occasional mistakes in the 
process of economic growth than we did. There will be some waste, 
there will be some mistakes. But these must be seen in perspective 
and proportion, against the vast backdrop of the needs of the under- 
developed countries and the ideological and economic competition 
between the free world and the Communist world. The only sure 
way of not making mistakes is not to do anythingy And the risks of 
doing nothing are too great for us, as well as for the underdeveloped 
nations, to afford inaction. 

The peoples of the new nations which have sprung up since the 
war are determined to preserve and defend their independence. They 
are determined also to win a better life for themselves and their 
children. It is not that the Asian peasant hopes to ride a Cadillac 
down his equivalent of a Park Avenue. But he does want to eat 
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better, live longer, raise himself and his family from the grinding, 
killing poverty that has afflicted them through the ages. If their 
present leaders, with our help, cannot offer them measurable progress 
upward, these peoples may be driven in desperation to trade their 
freedom for the hope of more bread. 

Mr. Chairman, I hope that you and your subcommittee will seize 
the opportunity to show that our America does care for the less for- 
tunate peoples of the world, and is willing to give them a hand to 
help themselves. 

We hope that you will appropriate the full $625 million requested 
for the Development Loan Fund this coming fiscal year. We have, 
like you, been critical of its slowness in getting off the ground. But 
it is now in orbit, and it seems already likely that there will be sound 
applications for loans running 3 or four times the total of the $925 
million which will be available from last year’s appropriation and 
from this year’s—if it is approved, as we tie and recommend. 

I conclude by referring to the importance of increasing the propor- 
tion of our technical and economic aid which is administered through 
the U. N. We are pleased that the Congress appears to be in process 
of changing its mind about the arbitrary and steadily decreasing 
limits which it imposed upon the United States contributions to the 
U.N. technical assistance program last year. We are pleased that 
the United States delegation to the U. N. has proposed a special 
projects fund, to put the ‘U.N. for the first time in the field of economic 
assistance. We hope that you will support these good congressional 
and administration intentions with the needed funds. 

Mr. Passman. Thank you, Mr. Hollander. We welcome the benefit 
of the information and opinions of our fellow citizens who belong to 
the various organizations. 

I think, however, I should probably be remiss in my duty as chair- 
man of this committee if I did not occasionally remind our witnesses 
that the public debt of the United States as we meet here this eve- 
ning stands at $275 billion. The total public debt of all the other 
nations of the world is only $236 billion. Our public debt is con- 
tinuing to rise, while public debts of some of the other nations, which 
are the recipients of this program, are ¢ ontinuing to decline. Further, 
since the first day of this fiscal year we have deposited i in the Treasury 
of the United States only $71 billion, but we have withdrawn from 
the Treasury $78 billion, which reflec ts an unhealthy condition. Per- 
sonally, I certainly hope that more of our people will take the time 
to study some of the actual statistics and endeavor to determine how 
far we can go before we have to start slowing down on some of this 
spending, or we might find the dollar with a purchasing power of 
maybe 10 cents compared to 39 cents. 

Mr. Hotianner. Mr. Chairman, I am an economist by profession. 
If it were not for your time limits, T would like nothing better than 
to stay and discuss this very issue with you. I know you do not 
want to do that tonight. 

Mr. Passman. There are some who want to spend themselves into 
prosperity. You may possibly be one of them. Maybe someday we 
can get together and discuss the issue. 

We thank you for your presence and your statement. 
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Murvat Securtry Program 
WITNESS 


REUBEN JOHNSON, COORDINATOR, DIVISION OF LEGISLATIVE 
SERVICES, NATIONAL FARMERS UNION 


Mr. Passman. Mr. Johnson, we are pleased to have you appear 
before the committee and give us the benefit of your views. Since 
you do not have a prepared statement, you may consume your 5 minutes 
in the manner of your choice. 

Mr. Jounson. Thank you very much. 

The national facilities of the National Farmers Union are at work 
preparing material for our use in supporting the farm bill reported 
out by the House Agricultural Committee. Since this is the case, I 
have made some notes, and I shall take up only a few minutes of your 
time in commenting from these notes. 

Since the inception of the mutual security type programs, Farmers 
Union has supported what we understand to be the objectives of the 
programs. We have not always agreed with the administration of the 
program, and with individual appropriation items. We shall con- 
tinue to express, as we did this year in the statement submitted to the 
House Foreign Affairs Committee, our views for improving the 
program. 

This committee has an important job of drafting the legislation in 
which levels of appropriations for the various items will come before 
the House of Representatives. 

In this connection we do not have the information that you must 
have to do the immense job that is required. It would be presumptuous 
of us, therefore, to try to suggest specific amounts for the various 
headings, military saeiotwct, defense support, Development Loan 
Fund, special assistance, technical cooperation, and contingency fund. 

Our main reason for appearing here tonight is to fulfill what we 
know to be the interest of our membership as expressed by delegates 
to our recent annual convention, and the actions you will take on 
the appropriation for the mutual security program. 

If I may quote briefly from our program: 

The trend of world events has thrust the responsibility for world 
leadership on the United States. We reaflirm our support of the 
United States efforts to assist in expansion and strengthening of the 
productive capacity and living standards of other nations and ways 
that will help them to move toward a democratic form of government. 
We emphasize the great, important decisive role that abundant United 
States food can play in implementation of these policies. We believe 
in this connection, Mr. Chairman, that food could and should be 
used to a much greater extent than it is at the present time in the 
conduct of our foreign policy. We urge that you do what you can 
to increase the requirement under section 402, that specifies the mean 
amount of food to be used in the conduct of the mutual security 
program. 

If we can use food to replace dollars, to a greater extent than at the 
present time, we should certainly do so. 

If the Soviet Union were pleased with such a treasure house of food 
and fiber as we have in the United States, we can be sure that it would 
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be used for their aggressive expansionist purposes. We should use our 
food in every way possible in the interest of a common effort among 
nations of the free world to achieve progress, to further democratic 
government, and to maintain peace. 

We have supported the use of food in establishing programs of gen- 
eral, vocational, and educational purposes in the less-developed areas. 
Tt is difficult to raise economic levels, to build democratic government, 
or to maintain a modern army in a country where most of the people 
are living. The bolstering of educational programs is a long-range 
program. 

So are the other objectives we seek. We in the Farmers Union 
believe we would do well to make decisions on what we do with our 
money on a long-range basis rather than looking too much at our 
immediate objectives and interest. 

This involves doing more to help the people receiving our aid, help 
themselves. 

Technical assistance is an important part of a long-range emphasis 
we have in mind. 

There is not time to comment on a Christian Science Monitor item 
of June 16, which Congressman Judd inserted in the Record yesterday, 
June 18, page A5599, but I believe that you will find it interesting. 

In this connection we urge that you be speci: ally mindful of the need 
for funds for technical assistance, both multilateral as well as bilateral, 
as well as for the economic development purposes, as specified in the 
budget request. 

Regarding the sending of delegates to the recent convention on 
economic development, let me quote ‘from our program: 

We urge enactment of long-term legislation directing the use of the tremendous 
strength of United States food, technology, and capital toward aiding the whole- 
sale economic development of less fortunate nations of the world. This must 
be done through full United States participation in programs of aid implemented 
to the fullest possible extent through the United Nations, and its specialized 
agencies, and through private nonprofit foreign relief groups. 

Any such programs of assistance developed by our own Nation must be kept 
entirely selparate from the necessary military devices of foreign policy. Such 
programs of aid must not be used in such a way as to interfere with the self- 
determination ambitions of any nation, nor to perpetuate totalitarianism or 
colonialism. The ultimate aim of any such program must be to promote the 
material well-being, employment, production, trade and investment in ways 
that will enrich human life, eliminate economic weaknesses and promote an in- 
crease rate of economic development and growth. 

Mr. Passman. Thank you very much, Mr. Johnson. The committee 
is lad to have the benefit of your opinions on this program. We shall 
look forward to seeing you next year, sir. 

Without objection, we shall insert in the record at this point a state- 
ment that will be mailed by the United World Federationists, Inc., 
if it arrives before the deadline for all the material of the hearings to 
be in the hands of the printer. 

(The letter referred to did not arrive in time for printing in this 
hearing.) 

Mr. Passman. Gentlemen, thank you very much for tolerating me 
during the year, and especially during these hearings, as chairman of 
this subcommittee. It has been a pleasure to work with you. I know 
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it has been annoying to you at times to listen tome. But I put my heart 
into my work, and it has all been sincere. I am sure that each of us 

yvants to know as much as possible about this program and the appro- 
priation bill under consideration. As we conclude the hearings and 
approach the markup and reporting of the bill, may our actions be 
guided by the testimony and evidence of the hearings and our very best 
judgment thereon. 


APPENDIX 


GLossarRy OF ABBREVIATIONS Usep Durtnc HEARINGS ON THE 
Mourvuau Securiry Program 


SII tenpckantaiien mepesbonenied Asian Economic Development Fund. 

REPO cstersiven ase teecsananmntien Australia-New Zealand-United States Treaty 
Organization. 

TE clei ieiicbhaniasanieeietnahsipanaiiate Arab Union. 

Baghdad Pact____-~~-. Middle East Treaty Organization. 

RR AE Enact nnmaatinsine Cooperative for American Remittances to 
Everywhere. 

EE Pibiignsisgns de acmesagiiosiaions Commission for Technical Cooperation in 
Africa South of the Sahara. 

NORRIE DIOS «nice sircscces Commander-in-Chief, Caribbean. 

SU 8) y 1) oes Commander-in-Chief, Pacific. 


Stall Defense representative, North Atlantic and 
Mediterranean area. 


BE i snktis cam cenmadoegeatiogl Development Loan Fund. 

IE cesitnichas ocescnts enspareenie Department of Defense. 

aia diss es ekatisennencsinliet Defense support. 

IRs acct h sn'etrincpsachsetecdy Egyptian-American Rural Improvement 
Service. 

ERAT ccnercirncsrnensuesiiiaaasy Economic Commission for Asia and the Far 
Fast. 

SI Finnie tonne auntie Economic Defense Advisory Committee. 

ieee asec cremate European Defense Community. 

tl Aekincnseregstabioeenmeguognts European Productivity Agency. 

NP silt rie cane eecartlinecedites European Payments Union. 

EURATOM_.-_______- European Community Atomic Energy Auth- 
ority. 

Parmvenk 2 Export-Import Bank. 

Ma iictebiaissnsdleogaecieatntn Food and Agricultural Organization. 

SIE ica cen need sacotenren cee Facilities assistance program. 

SRG va Sisco tonnncapaicisiadiies Far East refugee program. 5 

ic cotoccssssdvaticeteie main Foreign Operations Administratio. 

i i la chaste ee Fiscal year. 

Ricken te enwiic oon General Accounting Office. 

eee io Government and relief in occupied areas. 

Ne ae ra General Agreement on Tariff and Trade. 


ee See General Services Administration. 
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Di ctsccns setbionee International Atomic Energy Agency. 

i cea (World Bank) The International Bank for 
Reconstruction and Development. 

ttre. cidins etki International Cooperation Administration, 

Sa cerpinin ane anetalienel International Civil Aviation Organization. 

a aiiiincie am eat Intercontinental ballistic missile. 

I ethicists isos naan Intergovernmental Committee for European 
Migration. 

a . International Development Advisory Board. 

Oe nnerce eeinnnewsiciatas International Finance Corporation. 

ns son iat International Labor Organization. 

I ack ieelciction etdaah oases International Monetary Fund. 

BI ix é:sibimeianiecsienkseepanis Intermediate range ballistic missile. 

Bic sadbnnieiidinrienneren vibe International security affairs. 

es settee cs International Telecommunications Union. 

asd ac decsnireinacindtib naar Joint Chiefs of Staff. 

a oo __.. Military assistance advisory group. 

TN a2 oa ba ceca Military assistance program. 

scene hnimesmaniarans Mutual defense assistance control. 

I i cistitieipacinspseaccne Mutual defense assistance program. 

A intedirgieetiendiues nine Mutual Security Act. 

a RRS tee Mutual security assistance program. 

MSP___-_------------ Mutual security program. 

I a ae Mutual weapons development program. 

EN cities National Advisory Council. 

oa North Atlantic Treaty Organization. 

I acaba cineca Near East and South Asia. 

I ci citicltcg hdiin shasta Organization of American States. 

RR icee ccrtensccacanteanaiints Offices of the Economic Coordinator 

(IKXorea). 

Eee Organization for European Economic Co- 
operation. 

ceo Overseas internal security program. 

eas Office of Refugee and Migration A ffairs. 

Rika cnncicpnde wcieeidiete Office of the Secretary of Defense. 

BN as iSls. 5G iarogs edpiesih ened Offshore procurement. 

i thers cccbes angst Pan American Sanitary Organization. 

aR Ob D knecm cares _... Packing, crating, handling, and transporta- 
tion. 

PL 480__--_---_--_--. Agricultural Trade Development and Assist- 
ance Act of 1954, as amended. 

I eahcpoainaents _... Petroleum, oil, and other lubricants. 

R. & R__------_------. Repair and rehabilitation. 

| PS eres Special assistance. 

BN hic stati teesnipchaninidle Strategic Air Command. - 

RD a cs sem eee Supreme Allied Commander, Europe. 

PR Druin ne Supreme Allied Commander, Atlantic. 

PN link bins onen tbh nennsh bla (See STICA). 

| IT Southeast Asia Collective Defense Treaty 


Organization. 
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SERVICIO-.......,... Group of host government technicians work- 
ing in collaboration with United States 
technicians in any given field of endeavor 
such as health, education, and agriculture. 





BIR Tia cevesnpstivsccanaphilpiein Supreme Headquarters of Allied Powers in 
Europe. 
Ne eckidhas Wiiscoomnngena oni Special projects for underdeveloped regions. 
I (SCIA) Inter-American Technical Coopera- 
tive Agricultural Service. 
lg yt rr Special United Nations Fund for Economic 
Development. 
DAR ain citinenes winsientensteditl Technical cooperation. 
BE SI inca cic dee nteecieliagiaie Technical Cooperation Administration. 
iM. 32 wea United Arab Republic. 
EE ta snerentetindimnmias United Nations Emergency Force. 
A ae wecingnnces . United Nations Educational, Scientific, and 
Cultural Organization. 
UNBUB.ncncsyanmes United Nations High Commissioner for 
Refugees. 
UNIO? .. ui ciiiapes United Nations International Children’s 
NTO <irnetiensiin din Fund. 
United Nations Refugee Fund. 
RIN REA wine meandainl United Nations Relief and Rehabilitation 
Administration. 
LET WE TE ang ocricneaniatine United Nations Relief Works Agency for 
Palestine Refugees. 
WIT Aiaica cosas Suse United Nations Expanded Program of Tech- 
nical Assistance. 
, USCINCEUR-------- United States commander in chief, Europe. 
RINE pitinthmcorttonmienes United States escapee program. 
; ROA ices deniesibsn beaten United States Information Agency. 
RCM FO aaj bb death United States operations mission. 
Pd sn tinet eee United States Mission to the North Atlantic 
Treaty Organization and European Re- 
gional Organization. 
Wy eee mss uid Jae World Health Organization. 
WMO: Sor rec sus World Meteorological Organization. 
[= 
bs 
y 
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Nonmiuirary Arp Tro Laos 
The following information was supplied in response to interrogation 
on page 547: 
Aid other than military rendered to Laos for past 5 years is as follows: 


{In thousands of dollars] 


Fiseal year 1954 
paneen year 1B00....22 iG ak 
Fiscal year 1956__- 
Fiscal year 1957_-_- 


Fee A Se arent (*) 


isinin anes eins Oy 
2 vis san Soran dhuedyal 48, 307 
ial el aus a ‘ 44, 424 


Se OR eden f ‘ ; ae 133, 661 


Prior to fiscal year 1955 assistance to Laos was included in the Indochina program 
and as such cannot be segregated. 


Fiscal year 1958 estimated program is presently classified and has been fur- 
nished separately to the committee. 


Hanpricrarr Scnoont In Eruqropta 


The following material was supplied in response to interrogation 
on page 83: 


Her Imperial Majesty’s Handicraft School was established in Addis Ababa, 
the capital of Ethiopia, shortly after the end of the Italian occupation. It was 
supported from local resources until fiscal 1953, when the Ethiopian Gov- 
ernment requested United States support in the form of a contribution to a 
joint fund and the services of a United States technician to serve as associate 
director of the school. 

Contributions by the United States to the joint fund were $50,000 in fiscal 
year 1953, $50,000 in fiscal year 1954, $50,000 in fiscal year 1955, and $7,000 
in fiscal year 1956. The last contribution to the joint fund was made in fiscal 
year 1956, but a United States technician remained to help supervise the project 
through fiscal year 1957 and an Ethiopian was sent to the United States for 
training which would equip him to assume full direction of the school. The 
services of the United States technician were discontinued for fiscal year 1958 
prior to the return to Addis Ababa of the Ethiopian trainee, and the school 
is now maintained entirely by local personnel and local resources. 

During the period of United States participation in this project, United 
States contributions totaled $205,000, including $48,000 for the services of 
the United States technician. Ethiopian Government contributions totaled 


$194,000. Earnings by the school from sales of products and services amounted 
to $117,000. 
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New Prosecrs Nor Incitupep 1x 1958 Bupeer ror tue Far Easr 
The following information was submitted in response to interroga- 
tion on page 140: 
Far Easr 
TC projet ts not included in fiscal year 1958 congre ssional prese ntation 


[In thousands of dollars] 








Project title Original |, Current 
proposal | estimate 
1. Cambodia 
Fisheries conservation 36 
Medical and health training 84 
English language laboratory 5 
2. China: Taiwan sanitarium expansion 30 
3. Korea | 
Flood control | 19 
Land and water use 184 
Agriculture co-op and rural] credit development 76 
Agriculture statistics improvement 6 
Fisherie development ' 55 
Mining and geological training 78 
Industrial development center ; 314 
Chunju fertilizer plant } 12 
Highway and bridge construction and rehabilitation 43 
KNR support 13 
Disease control 57 
Waterworks rehabilitation 18 
Construction of wells and sanitary facilities 53 
City drainage improvement 10 
Economic development council : 204 
Resettlement and assimilation | 22 
Home and cottage industry development 28 
Community development demonstration training ! 176 
Welfare and rehabilitation institutions 65 
Housing research and development 60 
Audiovisual services center ! | 149 
Atomic energy training ‘ 72 
4. Philippines: Communications survey ! re 10 
5. Thailand 
Highway department operations i 140 
Aeronautical ground services improvement. -. oa a 130 
Meteorological services improvement 25 
Malaria eradication | 30 
Groundwater exploration 25 
6. Vietnam 
General fisheries department | 210 
Electric power development i 250 
Governmentwide improvement of accounting and auditing system !_. 85 
Government supply system 120 
National resources data survey ! 60 
Total s--- = . 2, 954 





! New projects; all titles not so designated are continuing projects. 
CommerctAL Bank Crarces ror Hanpting ICA TRANSACTIONS 


The following information was supplied in response to interrogation 
on page 763 of this hearing: 


BANK CHARGES UNDER ICA FINANCING 


Bank charges on letters of credit fall into the following four categories : 

1. Interest charged from the date the bank pays the supplier until the date it 
receives reimbursement from ICA. Most banks charge one-fourth percent over 
the current Federal Reserve rediscount rate which at present is 1% percent per 
annum. 

2. Confirmation commission. 

3. Payment commission. 

4. Amendment commission. 
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gre charges on a typical letter of credit issued for $20,000 for 3 months would 





Interest at 2 percent per annum for 2 days_____-____.-_-______-________ $1. 09 
Payment commission (based on 1 payment) __._-__-_----_-_-__-______ 20. 00 
Confirmation commission (if credit is confirmed) -....--.___._____________ 10. 00 
Amendment commission (if amended) _-.--___-__--_-- 2. 50 

I sce eters cso sansa pec IS deck ee macnn oe tigen 33. 59 


It might also be well to point out that the rates cited are subject to change 
for competitive reasons. As with non-ICA financed trade, a bank is always free 
to charge a rate upon which the bank and its customer agree. 

Following are the rates currently being charged by 20 banks. The names of 
the banks have been omitted in order to protect their competitive positions: 

Bank A, New York: 2 percent interest. One-tenth percent (minimum $5) 
payment except for 1 foreign supply mission whom they charge one-eighth per- 
cent. Ninety percent of all letters of credit are now free of confirmation com- 
mission, which is one-twentieth percent (minimum $2.50) for every 3 months 
period letter of credit is outstanding. 

Bank B, New York: 2 percent interest. One-tenth (minimum $5) payment 
commission across the board. Confirmation commission rare but is one-twentieth 
percent (minimum $2.50) when charged. 

Bank C, New Orleans: No interest. One-eighth percent payment commission. 
Minimum $10. No confirmation commission. 

Bank D, Chicago: 2 percent interest. One-tenth percent (minimum $5) pay- 
ment commission. One-twentieth (minimum $2.50) confirmation commission 3 
months. 

Bank E, Philadelphia: 2 percent interest. One-tenth percent (minimum $5) 
payment commission. No confirmation commission in most cases. 

Bank F, Boston: 2 percent interest. One-tenth percent (minimum $5) pay- 
ment commission. Confirmation commission (charged in some cases) if charged 
is one-twentieth percent (minimum $2.50) for each 3 months. 

Bank G, New York; 2 percent interest. One-tenth percent (minimum $5) pay- 
ment commission. Confirmation commission one-twentieth (minimum $2.50) 
charged to some countries. 

Bank H, San Franciseo: 2 percent interest. One-tenth percent (minimum $5) 
payment commission. No confirmation commission except in rare instances. 

Bank I, New York: 2 percent interest. One-tenth percent (minimum $5) 
payment commission. No confirmation commission except in rare instances. 

Bank J, New York: 2 percent interest. One-tenth percent (minimum $5) 
payment commission. Confirmation commission one-twentieth percent (minimum 

2.50) charged to some countries. 

Bank K, New Yorkk: 2 percent interest. One-tenth percent (minimum $5) 
payment commission. Confirmation commission one-twentieth percent (minimum 
$2.50) charged to some countries. 

Bank L, New York: 2 percent interest, one-tenth percent (minimum $5) pay- 
ment commission. Confirmation commission one-twentieth percent (minimum 
$2.50) charged to some countries. 

Bank M, Chicago: 2 percent interest, one-tenth percent (minimum $5) payment 
commission, Confirmation commission one-twentieth percent (minimum $2.50) 
for each 3 months. 

Bank N, New York: 2 percent interest, one-tenth percent (minimum $5) pay- 
ment commission. Confirmation commission waived for most countries. 

Bank O, New York: 2 percent interest, one-tenth percent (minimum $5) pay- 
ment commission. Confirmation commission one-twentieth percent charged 
except in Far East. 

Bank P, Pittsburgh: 2 percent interest, one-tenth percent (minimum $2.50) 
payment commission. Confirmation commission one-twentieth percent (mini- 
mum $2.50). 

Bank Q, New York: 2 percent interest, one-tenth percent (minimum $5) pay- 
ment commission, one-twentieth percent (minimum $2.50) confirmation com- 
mission. 

Bank R, Washington: 2 percent interest, one-tenth percent (minimum $10 
for each credit) payment commission. No confirmation commission. 

Bank S, New York: 2 percent interest, one-tenth percent (minimum $5) pay- 
ment commission. No confirmation commission. 

Bank T, New York: 2 percent interest, one-tenth percent (minimum $5) pay- 
ment commission. No confirmation commission. 
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DEPARTMENT'S COMMENTS ON SENATOR ELLENDER’S REPORT ON 
LIBERIA 


The following information was supplied in answer to Senator 
Ellender’s report on Liberia, found on page 675: 


ICA COMMENTS ON SENATOR ELLENDER’S REPORT 


In the nearly 5 years since Senator Ellender’s visit to Liberia, ICA’s program 
there has evolved along lines which in many instances parallel those recom- 
mended by his report. The main recommendations are listed below, with a brief 
indication of the programs supporting the recommendations or, alternatively, 
some of the additional factors which have made it necessary to take a somewhat 
different approach from that recommended by Senator Ellender. 

1. More roads are essential and would contribute much toward development.— 
Since the Senator’s visit, the Export-Import Bank has increased its $5 million 
loan for highways to nearly $20 million, and the Government of Liberia has 
arranged another $15 million road construction loan with an Italian firm. One 
of the main components of the technical cooperation program has been the 
provision of highway experts from the United States Bureau of Public Roads 
to assist in road planning, construction, and highway maintenance work. 
Initiated in fiscal year 1952, this project has been very successful in helping 
improve Liberia’s transportation system, which in turn has been a key factor 
in economic development and political unification of the country. 

2. In education, primary emphasis should be given to vocational education 
and elementary teacher training and the rest of the education program cur- 
tailed.—Prairie View College of Texas A. and M. is now carrying out a voca- 
tional education program at Booker Washington Institute in Liberia. This 
ICA-financed college contract, under consideration at the time of Senator Ellen- 
der’s visit, was signed in December 1954, and actual construction of additional 
school buildings and reorganization of the curriculum began in the following 
year. Courses in electricity, auto mechanics, and agriculture are currently 
drawing the largest enrollments. Students are also being trained in secretarial 
sciences, carpentry, machine shop practice, masonry, and cabinetmaking. There 
is strong local interest in the project: Liberian appropriations have been ade- 
quate, and the public associates the growth of the school with national economic 
development. 

Equally important, given the situation where an estimated 75 percent of the 
teachers in elementary schools are poorly qualified, is teacher training. As an 
interim measure, efforts thus far have been in the field of in-service training. 
Seminars have been conducted and vacation school training for teachers has been 
instituted. Plans are being made for the early establishment of a suitable pre- 
service teacher training institution. 

3. Duplication between the UN and ICA health programs should be climi- 
nated.—The UN/TAA health program is confined to Ganta, in the interior of 
Liberia, and to malaria and yaws control in that vicinity. ICA has no health 
activities in that area and has no current program for yaws control. The ICA 
malaria-control program is located in Monrovia and the coastal areas of Liberia. 
Every effort is made to develop and carry out ICA programs in ways which will 
complement rather than duplicate the UN programs. In the opinion of the 
Liberian Government, ICA, and UN/TAA, no duplication now exists in Liberian 
health programs, 

4. Adequate housing should be provided United States technicians in Liberia, 
but use of TO funds for this purpose is highly questionable—In many countries, 
including Liberia, adequate housing for technicians has not been available. 
Without proper housing, United States technicians cannot be sent to carry out 
the purposes of mutual-security legislation. Consequently, the cost of supplying 
such housing is a necessary part of the total cost of supplying the technician, and 
legally is considered to be a proper use of TC funds if adequate housing is not 
otherwise available. 

5. Greater attention should be given to indigenous crops under the agriculturat 
extension program, which in any case is too ambitious.—Since the inception of 
the agricultural extension program in 1944, the emphasis has been almost entirely 
on improvement of indigenous crops. Some foreign vegetables like beans and 
cucumbers have been introduced to create a cash crop, saleable in Monrovia, 
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These have been successful. An adequate extension program is essential to 
increase agricultural productivity. Half a dozen United States extension agents, 
in this agricultural country of approximately 1 million inhabitants, have made 
considerable progress in helping to introduce improved strains and encourage the 
growing of tree crops. The results can be seen in the new tree-crop farms, sup- 
plied with seedlings from extension nurseries, being established along the new 
roads as rapidly as these are constructed. 

6. The Agricultural Experimentation Center at Suakoko is too ambitious, and 
Liberians are not being trained to replace United States technicians.—This is 
clearly the sort of project where the benefits are long range in nature. While 
no dramatic results can yet be attributed to the research work being under- 
taken there, and while difficulties have been encountered in finding Liberian 
“counterparts” to the United States technicians, a body of fundamental knowl- 
edge is being built up about Liberian conditions which will help in the gradual 
upgrading of crops. The work of the station may well prevent a repetition in 
Liberia of the sort of thing that happened in east Africa, where the British 
“groundnuts scheme” failed dismally because the necessary scientific information 
had not been gathered. 

7. The use of 1'C funds for studies and survey work is not a legitimate use 
of such funds.—The mutual security legislation specifically authorizes demon- 
stration projects and surveys that are important for economic development. It 
is worth noting what has been accomplished as the result of some of these 
activities. 

(a) An aerial mapping survey: This survey supplied the only maps that are 
available for Liberia, and these maps have been used by many people, including 
foreign businessmen who have invested in Liberia. 

(b) The demonstration elementary school is now being operated completely 
by Liberians, and this school has in fact served as a model, or demonstration 
for other schools since built and put into operation by the Liberian Government. 

(c) Another survey project, which has been very successful, although not 
specifically mentioned by Senator Ellender, has been a survey of Liberia’s forest 
resources. As a result of this work, the Liberian Government has set aside 
certain areas of the country in national forests, so that valuable timber will 
not be haphazardly cut down to make way for farming. Private investors are 
now interested in establishing a lumber industry in Liberia. 

8. Liberian fishermen need boats and equipment, not technical knowledge.— 
This is another instance of a successful demonstration project. Following in- 
vestigations of deep-sea fishing conditions by ICA and UN experts, a Liberian 
businessman entered the sea-fish business. He has been highly successful. 
There are no longer United States technicians in this field. ICA does have a 
fresh-water fisheries technician in Liberia who is teaching construction and 
stocking of fish ponds in the interior to help meet a serious dietary protein 
deficiency. 

9. Certain tractors and farm equipment should not have been purchased.— 
Although the particular machinery referred to is not identified, it is believed 
to have been purchased, without prior consultation with the United States 
Eeonowmie Mission, by the Liberian Secretary of Agriculture on a trip to the 
United States in 1949. Unfortunately, some of this machinery was not adapta- 
tive to use in Liberia. 

10. ICA should not have sent a technician to do census work.—ICA provided 
one United States technician to assist the Liberians in establishing a statistical 
office. The purpose of the project was to work out, with the Liberians, pro- 
cedures and methods for collecting import and export statistics. The statis- 
tical system which was successfully set up provides the Liberian Government 
with the minimum data which is essential for revenue and economic planning 
purposes. In the course of this project, it was agreed that the United States 
technician could provide some training to Liberians which would enable them 
to take a very rough census of the population. This work, although incidental 
to the main purposes of the project, has led to the establishment of a Census 
Bureau which is making plans to take the first national census of Liberia. The 
latter should also provide basic information needed for private and governmental 
planning to develop the Liberian economy. 
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Progecrs OsiicaTep Prior to Juty 1, 1957, sur Nor ImpLemeNnTeD 


The following information was supplied in response to interro- 
gation on page 779: 


Projects obligated prior to July 1, 1957, on which physical implementation has not 
yet commenced 








Country and | Amount | Remarks 
project No. | | 
Laos: 
39-61-009_ _ _- $40,000 | Technical education project: Funds obligated in fiscal year 1957. Com- 


modities envisaged primarily generators, not ordered to date. Awaiting 
final delivery machine tools technical education school to insure specifica- 
tions, such as cycles, voltage, etc., of generators will be compatible with 
power requirements of machinery. 
7,500 | Government Trade Office project: Funds obligated in fiscal year 1957. 
| Commodities envisaged primarily office furniture not ordered to date 
| pending contemplated change of quarters. 

39-77-012___. 1,500 | Organization of government ministries and services project: Funds obli- 
gated in fiscal year 1957. Commodities envisaged office machinery. 
Awaiting establishment of new office before ordering. 

39-33-060 _ _ . 280,000 | Tank cars for petroleum, oil, and lubricants project: Funds obligated in 
} fiscal year 1957. The procurement of petroleum, oil, and lubricants 
tank-car underframes was authorized in fiscal year 1958. 


39-71-034 - - 


Taiwan: | 
23-308 _ _- 325, 000 | Nitrophosphate plant project: $300,000 obligated in fiscal year 1956 and addi- 
| tional amount of $25,000 was obligated in fiseal year 1957. All bids re- 
jected after opening as quotations exceeded estimates. J.G. White, New 
York, studied possibilities reducing costs. Suggested use imported 
triple superphosphate. Project now being restudied basis economic 
benefit alternate expansion of Keelung nitrophosphate plant. 

23-411 900,000 | Bagassee Shaing Board, TSC project: Funds obligated in fiseal year 1957. 
No procurement contract has yet been awarded. Tenders for certain 
equipment opened February 28 and being screened. No bidder met speci- 
fications on item 1, board forming equipment, including prepress, hot 
press as well as hot-press loading and unloading equipment. Retender- 
ing considered necessary since item 1 most important element projected 
plant. Under heading of self-provided local currency, installation of 
1,500 kilovolt-amperes electric powerline begun. Construction of ware- 
house in progress. Erection of boundary completed. Design of dormi- 
tories under way. 
23-417_.....-| 880,000 | Rubber tire manufacturing project: Funds obligated in fiscal year 1957 

IC A-financed commodity procurement for this project has been delayed 

pending negotiation of a Chinese-financed technical services contract 

with a United States firm in order to assure that adequate technical and 
engineering competence would be available to provide (1) proper prepa- 
ration of specifie plant layout and equipment specifications; and (2) 
| required technical assistance to assure successful operation of the plant. 
On June 5, ICA, Washington, approved such a contract and requested 

the ICA mission to forward the necessary documentation. 


| 


Thailand: 
93-22-150....| 3,469,000 | Mae Moh thermal power project: Funds obligated in fiscal year 1957. 
Bids opened Apr. 15, 1958, and now under evaluation. 
Airborne Geophysical survey project: Funds obligated in fiscal year 1957. 
Airborne survey contract with Aero Service Corp., being prepared by 
| ICA’s Office of Contract Relations. 
er 600,000 | General highway operations project: Funds obligated in fiscal year 1957. 
Proposals for the Bangkok Saraburi Highway have been received by 
| ICA’s Office of Contract Relations. Mission comments and recom- 
| mendations are now under review by that office. It appears that revised 
| | proposals may be required. 


93-21-153-. -- 120, 000 | 


93-31-089_ 


Vietnam: 

31-22-087_.._| 1,295,000 | Microwave telecommunications system project for South Vietnam: Project 
agreement signed in fiscal year 1955 obligating funds. The obligation 
was increased by $360,000 in fiscal year 1956 and by $525,000 in fiscal year 
1957. Implementation delayed pending establishment regional tele- 
communications project. Regional project has been approved by 4 
countries and implementation of this project should proceed 





Korea: 

PA 5361. -..__| 150,000 | Central agricultural experimental station rehabilitation project: Funds 
| Obligated in fiscal year 1955. Difficulty in obtaining prellminary build- 
ing plans and specifications satisfactory to ICA, together with difficulty 
having plans finalized in satisfactory form, contributed to delay of proj- 
ect. Agreement reached January 1958. Bids opened by OSROK (Office 
of Supply Republic of Korea) June 5, 1958, and award will be made soon. 
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Projects obligated prior to July 1, 1957, on which physical implementation has not 


yet commenced—Continued 





Country and Amount 
project No. 


| 





Korea—Oon. | 


ae —_—_———_—_——_ -_-___ _-____— 


Remarks 





PA 5877.._-.| $2, 230,000 | ROK office building project: Funds obligated in fiscal year 1954 for archi- 


22-221.......| 2,841,000 
} 

23-225. .._.__| 75, 000 

23-307... ...- 500, 000 
| 

23-313... ._.- 450, 000 

13-432... ..... 185, 000 

21-463. .__ -| 100, 000 

21-464. ...... 475, 000 





21-466 _...... 150, 000 

21-470. ____--} 136, 000 

20-443... | 95, 000 

22-444. ...... | 500, 000 
| 

33-453 ail 60, 000 

38-454 | 80, 000 | 
| 

36-423 _ - ‘ 500, 000 

85-449 50, 800 

89-478___.__. 330, 000 

Turkey: 

77-29-199__ _. 20, 000 

77-21-2838 _ _ .- 20, 000 

71-26-174....| 25, 000 
| 


tectural services for OEC office buiiding and several residential structures, 
Original design work completed under King Associates contract for 
$141,500. Obligations for construction costs of these buildings in the 
amount of $1,480,000 were established in fiscal yaar 1955. ROK declined 
to approve project as originally designed. In fiscal year 1957, however, it 
became possible to proceed on basis of modified concept including only 
ROK office building and ancillary utility building. On this basis, esti- 
mated modification design and supervision of construction would cost 
about $100,000, an additional $650,000 was required to cover construction 

st. These amounts totaling $750,000 were provided under fiscal year 
1957 ProAG 89-89-417. Contract for supplemental architectural and 
supervisory engineering services was entered into Dec. 6, 1957, with Pacific 
Architects for $85,000. Revised design work has been completed. Invi- 
tation and award of construction contract is expected to be completed 
during the summer of 1958. 

Rehabilitation and construction overall transmission system project: 
$2,802,000 obligated fiscal year 1956 was increased to $2,841,000 later in the 
same year. Procurement award meeting was held Apr. 2, 1958. Specifi- 
cations were misunderstood, with the result that bid price about tripled 
estimated costs. No awards were made and items will be readvertised 
under new specifications. Another OSROK bid opening [scheduled for 
June 20. 

Substation Hamback coal mine project: Funds obligated in fiscal year 
1956. Bid invitation now in process. 

Hardboard plant project: Funds obligated in fiscal year 1956. Financial 
guaranty received from Korean Reconstruction Bank May 26, 1958, and 
letter of credit expected to be opened Aug. 19, 1958. 

Bran oil plant project: Funds obligated in fiscal year 1956. This project, 
together with vegetable oil subproject in fiscal year 1957, is assigned to 
the Smith Hinchman & Grylls engineering firm for technical review. 

Sericulture building rehabilitation project: Funds obligated in fiscal year 
1957. All commodities are subobligated and ready for procurement action 
by OSROK. 

Test drilling Hangkuk Geological Industrial Co. project: Funds obligated 
in fiscal year 1957. Bid invitation canceled due to necessary changes in 
specifications and revised bid invitation in process by OSROK. 

Mine development, ROK Office of Geological Survey project: Funds obli- 
gated in fiscal year 1957. Amendment extending contract with Utah 
Construction Co. is now in process. A separate contract is being devel- 
oped for an air geophysical survey. A request for advisory technicians 
from United States Geological Survey is in process. OSROK opened 
bids on June 12, 1958, for commodity procurement. 

Mine Development Monasite Ore separating plant project: Funds obli- 
gated in fiscal year 1957. Subobligating document was sent to Ministry 
of Reconstruction for country clearance on June 5, 1958. 

Geophysical survey and test drilling Hwasung and Eunsong project: 
Funds obligated in fiscal year 1957. A contract with Utah Construction 
Co. is under discussion. 

Electric Power Maintenance Vehicles project: Funds obligated in fiscal 
year 1957. OSROK is preparing bid invitation. 

Development of domestic building materials plants: Funds obligated in 
fiscal year 1957. Procurement delayed pending review by engineering 
consultants. 

Inchon Port Chuan rail extension project: $60,000 was obligated in fiscal 
year 1957 and increased to $104,700 in fiscal year 1958. OSROK invita- 
tious to bid are in process. 

Railroad spur to limestone plant project: Funds obligated in fiscal year 
1957. Project delayed until newly discovered substantial deposits of 
naturally decomposed limestone suitable for agricultural use have been 
fully explored. 

Coastal vessel improvement project: Funds obligated in fiscal year 1957. 
Procurement has been delayed pending clarification of lumber specifica- 
tions. This issue has now been resolved. 

Housing research and development es: Funds obligated in fiscal year 
1957. Subobligating documents now being processed. 

Suwon Prison rehabilitation project: Funds obligated in fiscal year 1957. 
Subobligating document was issued June 4, 1958. 


Industrial investment project: Funds obligated in fiseal year 1957 for 
contract services; however, funds are being deobligated because project 
proposal not acceptable at this time. 

Preventive maintenance advisor project: Funds obligated in fiscal year 
1957. Implementation delayed because of difficulties in finding qualified 
contract technician; new candidate now under consideration. 


Home and cottage industry project: Funds obligated in fiscal year 1955. 
This project has been assigned to the Muller-Monk Co. 
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Projects obligated prior to July 1, 1957, on which physical implementation has not 
yet commenced—Continued 


Country and Amount Remarks 
project No. 
Pakistan: 
$420, 000 | Chittagong water supply project: Funds obligated during fiscal year 1956. 


ICA’s Office of Contract Relations prepared a contract with Ralph M. 
Parsons Co, Signature is expected before the end of fiscal year 1958. 
ap 420,000 | Dacca water supply project: Funds obligated during fiscal year 1956. 
ICA’s Office of Contract Relations prepared a contract with Ralph M 
Parsons Co. Signature is expected before the end of fiscal year 1958. 
91-15-034..._| 1,540,000 | Modern storage of food grains: During the fiscal year 1952, $500,000 was 
obligated for this project. The amount obligated was increased by 
$285,000 in fiscal year 1953 and by an additional $55,000 in fiscal year 1954 
A contract for the design of steel storage tanks ($95,000) was completed in 
fiscal year 1957. This contract was then increased to $190,000 to provide 
for the design of concrete storage facilities based on the local availability 
of cement. Protracted negotiations regarding design have delayed the 
implementation of this project. As a consequence, $1,125,000 was de- 
obligated during fiscal year 1958. 

91-17-008 - . __ 341, 593 | Chittagong Hill tract timber extraction: During fiscal year 1952, $80,099 
was obligated for this project. The obligation was increased by $100,000 
in fiscal year 1954; $139,754 in fiscal year 1955; and $21,740 in fiscal year 
1957. A feasibility study was conducted by the W. H. Rambo Co. in 
fiscal year 1957. Protracted negotiations with Pakistan regarding the 
type and size of the sawmill and the agent or agency to be responsible for 
its management and operation have delayed implementation. Revised 
general specifications have been submitted (May 1958) to the Pakistanis 
for their consideration. 





Nepal: | 
67-39-006....| 2,183,000 | Ropeway project: Funds originally obligated in fiscal year 1966 in the 
amount of $225,000 for a survey. This obligation was increased in fiscal 

| year 1957 to a total of $2,183,000 and to a total of $3,340,500 in fiscal year 
.---| 1,600,000 | Educational facilities project: Funds obligated in fiscal year 1957. Pacific 


1958. The Riblett Tramway Co. has completed preliminary engineer- 
ing services under a letter of intent and a contract will be signed in June 
Architects and Engineers, Inc., are under ICA contract to prepare lay- 
outs, specifications, etc., to be used to implement this project. 





1958. 
Afghanistan: 
06-69-44 


66-77-062_. .. 175, 000 | Institute of Public Administration project: $165,000 obligated in fiscal year 
1957, increased by $10,000 during fiscal year 1957 and $45,000 during fiscal 
year 1958. ICA is preparing the scope of the work to be done and is seek- 
ing a university to carry out this project. 


India: 
86-22-116....| 4,000, 000 | Delhi thermal plant project: Funds obligated in fiscal year 1957. The GOI 
was authorized on June 10, 1958, to sign the design and supervision con- 
oe tract with Kuljian Corp. 


n: 

65-91-0900. . .. 71, 300 | Improvement of banking operations project: Funds obligated In fiscal year 
es Contract was signed in June 1958 with EBASCO to provide certain 
services. 

65-31-124....| 1,060,000 | Highway equipment, maintenance and repair shops project: Funds obli- 
gated in fiseal year 1957. ICA’s Office of Contract Relations has requested 

ss from prospective contractors. Contractor will be selected in 
une 1958. 
65-37-127.... 425,000 | Communication and workshop equipment for airport facilities project: 
Funds were obligated in the amount of $425,000 in fiscal year 1957 and 
decreased by $7,170 in fiscal year 1958. Orders for the equipment covered 
by this obligation are being placed by CAA as construction by the Gov- 
| ernment of Iran warrants placement of the equipment. 


Lebanon: 

68-37-032_... 5,000 | Air navigation project: Funds obligated in fiscal year 1957. Delay in 
recruiting an airport engineer until Dec. 15, 1956, delayed design and 
construction. 

68-37-085_ ...| 470,000 | Beirut International Airport expansion project: Funds obligated during 
fiscal year 1956. Design problems for this complex radar installation 
have prevented CAA, Washington, from actually placing order. 

68-31-084....| 3,000,000 | Beirut Syrian Border Highway project: Funds obligated during fiscal year 
1956; $2,790 has been spent on this highway project for used equipment, 
but other implementation has not yet begun. 

Liberia: 
Gedcxsinaaastes 


and additional $78,000 obligated in fiscal year 1956. This project was to 
provide for study of diseases in Voinjama area, especially sleeping sickness. 
A contract with American Foundation for Tropical Medicine has been 


201, 000 | Rural health demonstration project: $123,000 obligated during fiscal year 1955 
| | signed by the contractor. 
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Projects obligated prior to July 1, 1957, on which physical implementation has not 
yet commenced—Continued 


Country and Amount 


Remarks 
project No. 


Spain: 
































§2-27-175 $22, 138 Textile production consultant project: Funds obligated in fiseal year 1957. 
Mhis problem of normal time-lag in finding qualified technicians who 
re also acceptable to Spanish. Biographic data for different candidates 
wel ubmitted to Spanish through USOM by ICA on Novy. 19, 195 
Feb. 11, 1958; Apr. 29, 1958; and May 2, 1958. First 2 candidates were not 

eptable to Sr sh No decision has yet been made on last 2 candi- 
lat Biograp ta submitted Spanish within last month. Govern- 
Spain itself must consult textile industry and delay of this length 

rmat 

52-61-102 18,657 | I istrial training for middle management and foremen: Funds obligated 

f | year 1956. Time required for recruitment of hard-to-get techn- 

After various proposals and interchanges of different candi- 

lates, Spanish accepted Donald Lane in January 1958 for arrival in Spain 

n September 1958. Contract prepared by ICA/W and submitted to 

} USOM for clearance in May 1958; contract will be signed 

Ethiopia Protracted negotiations with the yian Government have delayed im 

I 1entation o of the Ethiopian projects listed Chese negotiation 

been cor : projects and thei l 

I tratio for many of them and 

l I ment ) 34 projects were obli- 
ted inI il 

63-69-0328 } Coop tive edt nd geography nd 

63-69-45 » 688, 000 udiovisual services ite 

63-92-43 j 

é3 i E 75,400 | Vocational trade and nursing education 

63-55-037 800,000 | Public health education and services 

34 65,600 | Lake Tana port facilities. 

63-18-0390 _ - 26,400 | Fisheries development 

63-22-0032 148. 000 Electr power st itions 

63-20-033 16,000 | Industrial research services 

: —)36 500,000 | Community water supply development. 

040 860,000 | Regional public works and community development: Technical field 
irveys have been underway for several month 

63-83-41 . 200,000 | Low-cost urban housing 

63-71-039 200,000 | Civil police administration project: Procurement is underway for police 
equipment 

63-37-035 400,000 | Helicopter project 

Nyasaland: 

61-17-065.. - -. 27,000 | Project to cover United States dry-zone silviculturist. Funds obligated 
fiscal year 1957. London advises that contract is in clearance; however 
the Office of Contract Relations has no record of this project. 

Iceland 

43-23-054. - - 3,000 | Utilization of waste lumber and paper project: Funds obligated in fiscal 
year 1957. Contract not yet executed because of difficulties in recruitment 
of qualified technicians 

Libya 

70-71-006_ . .- 350,000 | Civil police administration project: Funds obligated, fiscal year 1957. 
Survey report completed January 1958 and advisory program accepted 

by the Government of Libya. Participants scheduled depart during 
July. Subobligation documents are being prepared by public safety 
adviser 

70-75-227 ___. 300,000 | Economic survey project: Funds obligated fiscal year 1957 





7. IBRD recon- 

naissance team visited Libya during May, terms of reference agreed 
IBRD has approved and survey team being recruited. 

70-64-225 _ - 650,000 | Teacher education project: $700,000 obligated fiscal year 1957 and reduced 
to $650,000 fiscal year 1958. Site selected and plans and specifications 
ready for tendering. Expect award construction contract approximately 
July 1} 

70-99-219___. 112,000 | Automotive maintenance equipment and workshops project. Funds 
obligated fiscal year 1957. Implementation delayed by lack of agreed 
plans for development of automotive maintenance facilities for Tripoli- 
tanian administration. 

70-12-206... 42,000 | Soil surveys project: Funds obligated fiscal year 1957. 
delayed 
soils. 





Implementation 
ending technical decision re approach basic data work on Libyan 
These expected soon and partial deobligation may be indicated 
ait 42,000 | Range management project: Funds obligated fiscal year 1957. Activities 

limited due to delay in technicians arrival. 








70-13-202- 


Tunisia: 

64-18-001 - . - 28,600 | Project to aid commercial fisheries: $37,000 obligated fiscal year 19 
$18,400 deobligated fiscal year 1958. Procurement commodities this 
project pending return in fiscal year 1958 of technician who recommends 


change focus project on basis further study 
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Projects obligated prior to July 1, 1957, on which physical implementation has not 
yet commenced—Continued 





| | 


Country and | Amount | Remarks 
project No. 





| 
Yugoslavia: | 
58-15-064_ ___| $7,250 | Fruit juice production project: Funds obligated fiscal year 1956. Project 
delayed due to difficulties encountered in reeruiting technician. 


58-69-073 7,150 | English language training program project: Funds obligated fiscal year 
| | 1956. Project delayed due to difficulties encountered in recruiting tech- 
| nician. 

58-15-0092 | 6,800 | Fruit and vegetable handling expert project: Funds obligated fiseal year 


1957. Contract not yet executed. Project delayed due to difficulties 
| | eneountered in recruiting technician. 


58-21-096 _ _ - 31,800 | Distribution and utilization of natural gas, reservoir engineering specialist 
| | Oildrilling expert. Funds obligated fiscal year 1957. Project delayed due 
| | _ to difficulties encountered in locating satisfactory consultants. 

58-23-0098. . -| 53, 760 | Production of steel alloys in electric furnaces, coke production problems, 


calibration of medium and heavy rolls in steel mills. Funds obligated 
| fiscal year 1957. Project delayed due to difficulties encountered in locating 
} satisfactory consultants. 


58-22-097 12, 700 | Construction of hydroelectric stations project. Funds obligated fiseal year 
| 1957. Project.delayed due to difficulties encountered in recruiting tech- 

| _ nician. 
58-23-098.. .. 7,200 | Production of Orlon, perlon and nylon project. Funds obligated fiscal 

| year 1957. Participants have not yet left country for training. 

58-0-102. ..--| 7,000 | English language training program project. Funds obligated fiscal year 
1957. Project delayed due to difficulties encountered in recruiting tech- 

| | nician. 
58-39-105._.- 5,800 | Highway, railroad and bridge construction. Funds obligated fiscal year 


1957. 


Participants have not left country for training. 


Execrric Power Propuction tn GREECE 
The following information was supplied as supplementary ma- 
terial in information found on page 922: 


Electric power projects to which assistance has been provided under the 
United States program of assistance to Greece include the following: 


{In thousands of dollars] 


Electric transmission, transformation, and distribution from— 
Aliveri station 


Thermal electric plant, Aliveri (80,000 kilowatts) $7, 040 


5 ali se hails taka Sie nk is dn lh btn diced SA aca aad tila mare ii 198 
SUR: >> DERI nde cc hdd ewe he Leelee hee &3 
RMGHOR PARE occas i ec. Se Bees 129 
BOGSCE: scsi epee eee heehee a ol ee ees le 3 

Hydroelectric plant, Louros (5,000 kilowatts) ~._.._-_-------___---__ 42 

WOtGh ascii ose ee eee 7,495 


In addition, training and management engineering services have been 
provided : : 
Management-engineering services to Greek Government on Greek 
electric: (OWer ' PFOSTAaM CCOREIECS ) .. 162.24 cece 4, 996 


Training: Hlectric power system training.._......2.....2.2 LS 60 
BuO: ou ce i See eee ee ee 5, 056 
WOCME ee i se Ee en Sec 12, 551 


The Greek national power system was for a time operated under contract by 
Ebasco Services, Inc. On June 14, 1955, the contractor’s management functions 


were transferred to the Greek Power Corp., which thereupon assumed full re- 
sponsibility for the operation and management of the national power system. 
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Far East Open Progeors 


The following information was supplied in response to interrogation 
on page 991: 


As of June 15, 1958, there is a total of 322 projects in varying stages of im- 
plementation under the ICA program in the Far East being financed by develop- 
ment assistance, defense support, special assistance, or technical cooperation 
funds. This compares with 268 projects proposed to be undertaken in fiscal 
year 1959. 

The reduction in the number of projects to be implemented in the new fiscal 
year refiects— 

(a) A greater concentration of program activities ; 

(6) The growing maturity of the various programs in the Far Past area, 
obviating the necessity for assistance across the entire spectrum of economic 
and political activity of the newly developing countries ; and 

(c) The increasing stability of the Far East countries as a result of the 
aid program. 

The total amount programed for project assistance in fiscal year 1958 aggre- 
gates $163,930,000. The amount proposed for project assistance in fiscal year 1959 
amounts to $171,810,000. 

The nonproject assistance funds programed in fiscal year 1958 amount to 
$430,130,000. This compares with $462,190,000 proposed for this purpose in 
fiscal year 1959. A summary of the planned uses of these funds is set forth on 
page 10 of the fiscal year 1959 presentation book. 


Errects or Repucep APPROPRIATIONS, 1958 
(The following was requested on pp. 87 and 110:) 
TECHNICAL COOPERATION PROGRAM 


EFFECTS OF REDUCED FISCAL YEAR 1958 APPROPRIATIONS 


Of the $152 million requested for the bilateral technical cooperation program 
$125 million was appropriated. The request called for a small increase in the 
level appropriated for the previous year to enable improvement and gradual 
orderly expansion. The 17 percent reduction from the requested amount was a 
substantial setback to the program. 

Care was taken in applying this reduction to minimize the damage. A thorough 
review was undertaken of the TC programs worldwide. Changing circumstances 
compelled some increases in a few countries. Substantial decreases to offset this 
and to provide for the reduction in appropriations were made in some 35 countries. 
—. The following tables and brief statements summarize the nature and effect of 
these cuts in each country program. The tables demonstrate the changes in the 
composition of the program. Projects are listed which were reduced or eliminated 
orjwhich were increased. In some countries those projects which were not ulti- 
mately altered are also listed. The dollar amount originally proposed for the 
project (as carried in the executive branch request of last year), the dollar amount 
currently estimated for the project (based on the latest information available 
when the estimates were made in May), and the plus or minus difference are listed 
against each project. 

It should not be assumed that every change made in the program was a result 
solely of the reduction in appropriations. This, of course, would not be true. 
The composition of the program constantly changes to some degree as required 
by changing circumstances. Nevertheless, as noted frequently in the statements 
on each country, the reduction in overall funds available was an important 
factor. In the last analysis a 17 percent reduction in funds means an equivalent 
reduction in the provision of technical assistance which otherwise would have 
been possible 

The countries where actual increases or only minor reductions were made in 
the TC program are not included in the following material. Also three coun- 
tries—Laos, Morocco, and Ghana—are not included though substantial cuts 
were made in their programs. In the case of Laos a revised program was still in 
the process of development and approval by the ICA mission and the Laotian 
Government at the time the material was prepared. The programs for Morocco 
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and Ghana were left out because the reductions had no substantial relation to 
the availability of funds, but rather resulted from the delays encountered in 
initiating and expanding these new programs. 


AFGHANISTAN 


{In thousands of dollars} 





Original Carrent Difference 
proposal estimate 








Projects postponed or canceled: 





Agriculture credit program __._. ieee sige Sebi ade he. sci atuosel —41 
National rural development eee Sa 5 2 ete Tee 300 | a — 300 
National Institute of Public Health BINT: 20 cl —20 
Fiscal year 1958 funding from NOA eliminated: None. 
Major reductions: | 
National agriculture development Sire sie herigt alice 476 244 —132 
National roads improvement and maintenance | 114 31 —83 
Vocational agriculture education ; | 142 93 49 
Institute of Education. __- 760 169 | —291 
National public administration 90 | 1 —69 
Civil police administration | 62 | 29 | —33 
“— projects not described in fiscal year 1958 presentation: | 
one, 
Projects increased: | | 
Helmand Canal operation and maintenance ioe | 10 +10 
Mineral resources and coal production. 56 | 137 +81 
Architectural and engineering services. ._- 31 +31 
Air transportation development ‘ 153 | 3ll | +158 
Motor-vehicle transportation : ibe | 125 +25 
Afghan Institute of Technology | 147 | 165 +18 
Faculty of agriculture and engineering 185 | 215 +30 
National fiscal administration | 1 32 +-32 
Helmand Valley Authority development operations | S4 +84 
Total program 3, 000 | 2, 850 —150 


1 Continuing projects for which no fiscal year 1958 technical cooperation funding was initially believed 
required. 


Since the preparation of the fiscal year 1958 illustrative technical cooperation 
program in the fall of 1956, the Afghanistan program has been readjusted on 
several occasions to utilize the funds actually made available to meet changing 
needs of the projects, especially as expenditure patterns on contracts emerged 
more clearly and as the need for an increased technical support became apparent. 

Three projects included in the illustrative program were dropped. ‘Two of 
them were new projects which were not initiated because they involved expanding 
the program into fields of activity (agriculture credit and public health) to which 
the country team attached a lower priority in view of competing demands for 
the funds available. The third project (community development) was canceled 
in view of U. N. activities in this area, 

Major reductions occurred in three projects. The national agriculture develop- 
ment project was reduced because of difficulties of recruiting for the remote 
desert area to which the host government has moved its agriculture research and 
training center. The national roads improvement and maintenance project was 
reduced to the sum needed for direct-hire technicians; the major project element, 
which requires funding of a contract, is being covered from reprogramed fiscal 
year 1957 development assistance. It had become apparent that there were 
not sufficient fiscal year 1958 technical cooperation funds to cover the contract. 
A portion of the fiscal year 1957 funds originally obligated for commodities is, 
therefore, being reprogramed to be utilized for this purpose, which is now deemed 
to have even higher priority. The Institute of Education project was reduced 
on the basis of the rate of expenditure, which indicated a reduced fiscal year 1958 
requirement for technical cooperation funds would be required to cover the 
present contract through June 1959. 

Of the 9 projects for which funds were increased, 4 are in support of development 
assistance projects, which require a small technical cooperation element to cover 
direct-hire United States technicians. Technicians originally funded under 
development assistance projects perforce had to be transferred as of June 30, 1957, 
to the technical cooperation program, since development assistance funds were 
discontinued in fiscal year 1958 and it was essential to maintain continuity in 
project operation. 
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There were minor increases in two education projects under the Wyoming 
contract, reflecting a change in emphasis. In addition, it is planned to add 
$132,000 of deobligated prior-year funds to the Wyoming education projects to 
provide adequate forward funding to cover contract costs through June 1959. 

A major increase in the air project was required to cover increased costs as 
technicians arrived at an accelerated rate. Technical cooperation funds available 
did not meet the whole cost of this, and provision to cover housing costs of tech- 
nicians (contract and direct hire) was made through fiscal year 1958 special 
assistance funds. 

A survey of existing housing and other support facilities and activities early 
in the fiscal year revealed an urgent need for rehabilitation of existing housing to 
bring it up to livable standards. The rapid rate of physical deterioration due to 
operation conditions in the area, the accelerated reeruitment of technical personnel, 
and the primitive conditions of existing housing required more funds for rentals, 
renovations, and minimal furnishings than had been anticipated when the program 
outline was first drawn up in order to make adequate provision for technical 
support of the projects and program. This was the largest adjustment of funding 
plans that had to be provided for. 


ARGENTINA 


{In thousands of dollars] 








| 
Original Current | Difference 
proposal estimate | 
ual é | 
Projects postponed or canceled: Labor union leader train 240 | 240 
| pes 240 240 
Projects reduced: y 
Industrial development 284 33 | 51 
: ni > 
Air navigation aids and air traffic control 176 95 | ~8] 
Economic sciences, university contract 25) 8 | —242 
Gencral and miscellaneous 100 9 | 91 
Total__ 810 145 665 
Projects increased: None 
New projects not described in fiscal year 1958 presentation 
None 
Projects unchanged: None 
Grand total __- 1, 050 145 —905 


While the figures indicate a large and significant difference between the amount 
requested and the amount expected to be expended in fiscal year 1958 in Argen- 
tina, the reduction was not due to a cut in funds. 

A gradually emerging program is foreseen in Argentina as the reeently elected 
Frondizi government becomes established. Fiscal year 1958 funds were expended 
on initial plans and surveys in the field of transportation and in financing the 
training of a small group of engineers. The funds requested but postponed for 
financing training and technical advice in the fields of labor and education are 
expected to be used in fiscal year 1959. 
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BoLiviIA 


{In thousands of dollars] 


Original Current Difference 
proposal estimate 


Projects postponed or canceled: Cochabamba-Santa Cruz 
coordination : 20 


0 —20 
Projects reduced: 
Agriculture and natural resources: 
Agricultural inter-American cooperative service 275 175 -100 
Agricultural research and technical services 275 256 19 
Agricultural Extension Service 248 193 — 5: 
Agricultural development services 176 112 m4 
Supervised agricultural credit 160 28 132 
Industry and mining: Mining survey mission 60 \— 60) 
Transportation 
Roads, inter-American cooperative service 250 150 100 
Servicio administrative support | 104 78 2 
Civil aviation division 72 54 =+39 
Geodetic survey training 20 s —12 
Labor: Trade union leaders and worker education | 90 13 —47 
Hea!th: 
Public health inter-American cooperative service 190 99 10K 
Servicio administrative support 54 37 17 
Health center training and advisory services | 123 101 22 
Health education and social welfare | 53 | 20 —33 
Occupational health 26 14 —12 
Education: Education inter-American cooperative service- 185 | 50 | 1—135 
Public administration: 
Financial advisory services inthe aaa et venpabnel 95 | 46 —49 
Civil police administration. _............-- aol 60 |... = 1—60 
Community development- dapaineial etree ceeoweal 27 | 13 —14 
Sl seteceaat aed iene-tnseecaiete 
ae nasa cheatin ténbidnddgonenedaddanatee } 2, 543 1, 468 | —1,075 
Projects increased: | } 
Industry: Supervised industrial credit 60 | 85 +25 
Agriculture and natural resources: Agricultural servicio | | 
administrative support J 171 181 +10 
Transportation: Demonstration of roads maintenance | | 
repair and pioneering development ee aamenaenel 134 | 177 | +43 
Health and sanitation: Environmental sanitation —__-_.._-} 64 70 | +6 
Education: | 
Education servicio administrative support__-_......--- 40 49 | +9 
Peerage spect aes ace c cas sie ali | 110 113 | +3 
Industrial education -___- ai etait hae alc eke. i 38 50 | +12 
Vocational agricultural education _-.............. att 52 | 55 +3 
Public administration: | | | 
Government organization and management. | 68 | 73 | +5 
University training center in public administration ___| 0 | 70 +70 
General and miscellaneous: Technical support_-_- 100 | 221 | +121 
Total. ieneieg ; : | 837 1, 144 | 307 
Control of specific diseases 0 | 13 +13 
USARCARIB Army engineers training - - 0 24 +24 
Industry and mining training program__. } 0 | 20 +-20 
Audiovisual center----. 0 143 +143 
Total s 0 200 +200 
Grand total_-- 3, 400 2, 812 — 588 
Projects or portions of projects included in fiscal year 1958 
presentation financed from special assistance: 
Agricultural inter-American cooperative service. 100 
Supervised agricultural credit_- 140 
Mining survey mission | ; RS 
Roads inter-American cooperative service 100 
Public health inter-American cooperative service | 100 
Education inter-American cooperative service __- 100 


Total. Kinase 
Civil police administration 





Coie COGN 56 ocak cpadiivminiandadbes 870 


1 Projects or portions of projects included in fiscal year 1958 presentation financed from special assistance 
? Regional special assistance. 





1518 


Because of the overall regional cut in technical cooperation allotments, Bolivia, 
like most Latin American countries, had to absorb a 20-percent cut in its program, 
This cut reduced the Bolivia program from the $3,400,000 shown in the congres- 
sional presentation to $2,700,000. The mission informed ICA, Washington, in 
October 1957 that it then estimated its technical cooperation needs closer to $4 
million, to carry out the existing technical cooperation program and those new or 
expanded technical cooperation activities required to support the monetary sta- 
bilization program. The immediate urgency of supporting the Bolivian program 
coupled with a shortage of technical cooperation funds made it necessary to request 
financing for some technical cooperation projects and portions of others, which 
appeared in the congressional presentation, from the Bolivia special assistance 
allotment. Regional special assistance funds for the public-safety program, also 
ineluded in the technical cooperation congressional presentation, gave added 
assistance in meeting Bolivia’s program needs. 

Had it not been for the approval of using special assistance funds in Bolivia for 
some of the technical cooperation activities, the Bolivia program would have been 
sharply curtailed. Specifically, it would have been necessary to}discontinue the 
participant training program for a whole year. 


British GUIANA 


{In thousands of dollars} 














Project Original Current Difference 
proposal estimate 

Agriculture and natural resources: Agricultural development 

and land settlement 18 16 —2 
Health and sanitation: Sanitary engineering and health edu- 

cation... 35 Sidi telaNibeseiiit —35 
Transportation: Road development | 45 22 —23 
Labor: Training_-_- 5 5 hit shall coes 
Community development: Community development and 

aided self-help housing 12 17 | +5 
General and miscellaneous: Technical support 10 10 eae 

I is iene esi DBinwicersnssottncnnsonatianbiaaias 125 7 | —55 
1 | 


The original technical assistance program developed in conjunction with the 
Government of British Guiana for fiscal year 1958 was $125,000. This proposed 
program was formulated in October 1956 and submitted to Congress in January 
1957. During the program year, two projects which had been included initially, 
had to be canceled. One, a health and sanitation project in the amount of $35,000, 
had to be canceled because the British Guiana Government decided that it could 
not provide the matching funds and counterpart personnel required to implement 
the project. The second, a project in the field of transportation originally 
established in the amount of $45,000, was not fully implemented during the year 
because the British Guiana Government was not able to reorganize its road depart- 
ment (a condition precedent which the United States had stipulated if the full 
project was to be implemented). 

The actual level of implementation of the technical assistance program in 
British Guiana in 1958 was $70,000, some $55,000, or 44 percent, below the level 
of the program initially prepared with the British Guiana Government and sub- 
mitted to Congress. 
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CAMBODIA 


{In thousands of dollars] 











Project Original Current Difference 
proposal estimate 
Agriculture and natural resources: 
MOORING DUNO, iii iii cies alata sai cknes dileincacedesabe 1100 71 —29 
Development of agricultural education_................-.- 190 77 —13 
Development of irrigation and drainage systems__-__.....- 2132 137 +5 
Studies of soils and water resources. __...................- 270 Pe Wee ebice datas 
eis Arwen aia an is i is acini ducks bln Re Sckca sac 1100 | 52 | —48 
Livestock improvement and disease contro]_._........--- 1100 | 48 —52 
Development of cooperatives and production credit_____- 73 | 77 +4 
Forest resources development.-_......................--.-- 65 | 132 +67 
Pp ge en ee ee ae ee A eee eee 36 | +36 
NEE DOIN a «asic dntmsnmernntrsch isan dnd wandinwome 45 52 +7 
Industry and mining: Industrial development loans_--___...-- 145 10 —135 
Transportation: 
Highway and bridge improvement-......................- () 24 +24 
NN ik eter eet ee ore en (8) 17 +17 
eho I ee eh BAe Se. 105 36 —69 
Health and sanitation: 
Improvement of water supplies. _................--..-.--.. (4) 30 +30 
Medical and health training. .....-.- stings deci ii S taa eal s4 +84 
EE OEE Gas 6 nuiecinnwinudiccocatchemtobmavenachaudind 70 31 —39 
Education: 
Vocational industrial training... ......................-..- 330 44 —286 
Rural development through education_-_-_.-..........--- 270 220 — 50 
English-language laboratory -.....-...........-.---.-.--- () 5 +5 
Technical support -. . ---- Seu Dcrirsslice 60 46 —14 
Public administration: 
Civil police administration_._- wai oe 110 93 —17 
Improvement of government finances_--..........._--- 110 42 —68 
FE UUNE PICT OON BUN VON on ccd nee bee answindadcleas GP tis asnccdeuws —40 
Technical support - - - - <3 sobiei hap nenke TA caneeaax —15 
Community development, social welfare, and Housing: De- 
velopment of town planning and housing---.-_.........---- WR cckcos ees —50 
General and miscellaneous: 
Improvement of mass communications_..........-....--.-- 175 155 —20 
Technical support (program activities) ................--.- 245 411 | +-166 
OE Pian deo ndinnstancoscsccudacadcseeteersact 2, 500 2, 000 | —500 








1 Included in the congressional presentation under 42-11-207,’’ Agriculture, production, extension, and 
education,”’ totaling $390,000. 


2 Included in the congressional presentation under 42-12-218, ‘“‘Organization of Bureau of Reclamation,’”’ 
totaling $202,000. 


3 Included in the congressional presentation under 42-39-000, ‘“Technical Support,’ totaling $105,000. 
4 Included in the congressional presentation under 42-59-000, ‘“Technical Support.’”’ 


The fiscal year 1958 technical cooperation program proposed for Cambodia at 
the time of the fiscal year 1958 congressions! presentation amounted to $2.5 
million. As a result of the reduced technical cooperation appropriation, only 
$2 million of new fiscal year 1958 funds was available for technical cooperation 
activities in Cambodia. This was a $500,000—or 20 percent—reduction. 

The process of developing a satisfactory operations! program on the basis of 
the $2 million of new funds aveilable, involved not only reducing the previously 
planned program by $500,000 but also accommodating, insofar as possible, addi- 
tional funding requirements for a number of technical cooperation activities. 
These invreased requirements developed as project plans were firmed up after 
the origins! illustrative presentation was made to Congress. In the finally 
approved operation program, therefore, the amounts provided nine (9) projects 
more than were proposed at the time of the congressional presentation. Also, 
$36,000 was approved to initiate the first phase of one new project originally 
planned for introduction in the fiscal year 1959 program. These minor increases 
were largely offset by relatively minor decreases in the amounts for 11 other 
continuing technical cooperation projects. 


25164—5S——_96 
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The $500,000 reduction in new funds was effected by: (1) sharply reducing the 
funding of two projects—industrial development loans (by $135,000) and voca- 
tional industrial education (by $286,000); (2) by substantially reducing the funds 
for one project—improvement of Government finances (by $68,000); (3) by 
deferring the funding of one project—total resources survey ($40,000); and (4) 
terminating one project—improvement of town planning and housing ($50,000), 

The operations! program provided $137,000 more for commodities than was 
contemplated in the congressional presentation. This increase was essential to 
meet the minimum needs of all projects for demonstrational supplies and equip- 
ment and for essential technical support materials to enable technicians to perform 
efficiently and effectively. This $137,000 increase for supplies and equipment, 
plus the $500,000 reduction in funds available resulted in decreased amounts for 
all other components of the program, as follows: 

1) United States technicians, reduced by $223,000 (20 percent). 

Participants, reduced by $106,000 (28 percent). 

3) Contract services, reduced by $308,000 (56 percent). 

The above reductions would have had more serious adverse effeets on the 
operation of the TC program in Cambodia had not the Ageney been able to meet 
the situation by a number of temporizing actions, as follows: 

(1) The number of technicians did not have to be reduced below the 
originally contemplated level because of recruitment being retarded suf- 
ficiently to reduce the funding requirements for pay of technicians to the 
lower amount available; 

(2) Reduction in the number of participants was avoided by a shift in 
emphasis from higher-cost United States training programs for participants 
to a lower-cost training in nearby third countries; 

(3) The reduced amount for contract services was prevented from working 
a hardship, p»rticulerly on the education projects affected, by the unantici- 
pated avoailability, for resllotment to these purposes, of funds deobligated 
from previous years’ project commitments and partially by the readjustment 
of project planning to meet the new situation. 


CEYLON 


{In thousands of dollars] 














Original Current Difference 
proposal estimate 
Projects postponed or cancelled: None 
Fiscal year 1958 funding from NOA eliminated: University 
of Ceylon 125. 0 —125.0 
Major reductions 
Irrigation and land development 350. 0 31.6 318.4 
Physical resources survey and planning 45.0 5.0 —40.0 
Minerals exploration 28.0 13.0 15.0 
trial development and productivity 285.0 410.0 245.0 
Technical support 250.0 170.0 | ~80. 0 
New projects not described in fiscal year 1958 presentation 
Water resources planning 69.0 69. 0 
Hydroelectric powe irvey and planning 100.0 +400. 0 
Colombo airport survey 16.0 +-16.0 
Cost of living index 14.0 14.0 
Projects inereased: 
Agricultural extension, research, and education- - - 240.0 260. 0 +20. 0 
Colombo area railway services 30.0 130.0 
Highway development 120.0 126.0 6.0 
Malaria eradication 6.0 +6. 0 
Environmental sanitation 30. 0 31.4 +1.4 
Public health administration training and health educa- 
tion 75.0 77.5 +2. 5 
Science education 30.0 82.5 4-59 5 
Technical assistance in public administration 15.0 22.0 +-7.0 
Total program 1, 600. 0 1, 400.0 200. 0 


The congressional presentation for fiscal year 1958 described an illustrative 
program for Ceylon of $1.6 million. However, in the adjustment to the reduced 
fiscal year 1958 worldwide appropriations for technical cooperation, the amount 
of technical cooperation funds made available for programing in Ceylon was 
$1.4 million. 

The $1.6 million fiscal year 1958 technical cooperation program as presented 
to Congress in May 1957 represented, at that time, the best estimates of the 
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Government of Ceylon, USOM/Ceylon and ICA/W as to the type of activities 
which would make the best contribution toward meeting program objectives. 
However, in light of the reduced amount of funds made available for the fiscal 
year 1958 technical cooperation program for Ceylon and because of requests by 
the Government of Ceylon for assistance in several important new activities, it 
was necessary to undertake a general revision of the proposed program. This 
required scaling down funds previously programed’ for certain activities and 
shifting of these funds to other priority projects for which requests had been 
received from the Government of Ceylon after the fiscal year 1958 congressional 
presentation had been submitted to the Congress. 

For example, the Government of Ceylon did not ask for assistance for the 
hydroelectric power survey and training project until late in 1957 when their plans 
had advanced sufficiently. There were insufficient fiscal year 1958 funds ade- 
quately to fund this high-priority project except through further revision of fiscal 
year 1958 program plans and by use of deobligations of prior year funds. It was 
determined that, in view of the late start in negotiations of contracts for the 
industrial development and productivity project, the irrigation and land develop- 
ment project, and the University of Ceylon project, these projects would have 
sufficient prior year funds to carry them adequately through fiscal year 1958. 


CHILE 


{In thousands of dollars] 


Original | Current Differ- 


proposal jestimates| ence 
} 
Projects posponed or canceled 
Labor: Labor training (local) . 15 ~15 
General and miscellaneous: Geodetic training 12 —12 
Projects reduced | 
Agriculture and natural resources } | | 
University contract (U. C_.-DTICA) 150 100 50 
Agricultural and education services QS 53 | —45 
Agricultural extension ; 40 29 —l1 
Agricultural research-economics | 43 20 —23 
Supervised credit contract ; ns } 60 50 | —10 
Forest development 25 18 | —7 
Total... om : 416 270 —146 
Industry and mining } 
Industry servicio sie 30 | 25 | —§ 
Technological planning ; 3 95 42 | —53 
Techno-economic studies_. conan 75 5 70 
Total 200 72 128 
Transportation 
Farm to market pilot project 128 125 ; 
Assistance to public works 17 i2 5 
Total 145 137 S 
Labor: Labor participants 140 115 —2 
Health and sanitation: Rural health and education : 131 61 —70 
Public administration: Public administration 65 47 is 
General and miscellaneous: Technical support 129 103 26 
New projects not described in fiscal year 1958 congressional presentation | | 
None. 
Projects increased 
Agriculture and natural resources | | 
DTICA servicio ‘ is J 240 308 +68 
Joint fund CORFO (water utilization) st 15 +15 
Joint fund public works (water utilization) 30 35 +5 
Water utilization studies ee ; a 28 50 } +22 
Soil conservation sob negeainiaaiiaeves 28 | 32 | +4 
Livestock : aan | 20 25 +5 
Seed production 7 peaewal 20 | 25 | +5 
Agricult ral economics 41 82 | +41 
Reforestation Ries | 21 | 25 14 
ANR administration ; ‘i } 90 111 | +21 
Total 518 708 +190 
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CuiLeE—Continued 


{In thousands of dollars} 





Original | Current | Differ- 














proposal | estimate ence 
Industry and mining: 
Geological survey. -- te sch Soh ae 7 pd cidade’ _— 134 148 +14 
Industrial engineering training..-_--.- icsilictiaani tax wetn elaciail ad 66 76 +10 
Personnel administration training_..-- Seek ae 27 37 +10 
Advanced management training - - a oustetneud oudkateioee 44 55 +11 
Technical exchange - - -- 40 50 +10 
PE onder a tei sasienante sonar ees awies 311 366 | +55 
Transportation: Oivil aviation...........-................... palabn 81 129 | 
Health and sanitation: | 
Health education_- ine eactinbdackcdwinsowi ug alnwbunepaehkead 61 71 +10 
Industrial hygiene sepia psi taa wich wine eaeareenn ies 22 33 +11 
Health and sanitation administration_...............-...------.-- 33 43 | +10 
Sanitation-Santiago-.-............-- aaa mena nieie 6 10 +4 
WAI 52s sxtecoces ice boreal = Saleen e..2 eee 122 | 157 +35 
Community development, social welfare and housing: Low-cost : 
housing. ; 124 144 +20 
General and miscellaneous: Information services. oS pha 55 65 +10 
Projects unchanged: 
Agriculture and natural resources: 
Forest stand improvement. . ; : 30 30 
Underground water development icckukasaretoume 6 6 
casings big inate Aacoassiitamaes 
Total_ ‘ 36 | 36 
Industry and mining: | | 
Geology school_- ‘ | 50 50 
Industry division administration _- -- meacal 111 Ve 
University assistance (industry) - - ‘ : . cal 9 9 | 
Total anti ne ceesee 170 | 170 
Geand total... ...5...55.- - L cconcedal tinea 2, 680 } —90 











Chile 


In order to reduce the field presentation to the BOB’s estimate for Concress, it 
was necessary for O/LA to redice USOM/Chile’s budget request from 3.0 million 
to 2.7 million. The mission had to adj'st their prozram to the latter fizure. 

This reduction of $300,090 caused the mission in Chile to postpone certain 
university contract nerotiations even before Congress effected cuts in ICA’s 
con“ressional presentation. 

S:ibseq ently, due to the 3.7 million ent in the funds available to Latin America, 
Chile was allotted only 2.6 million. Therefore, the mission once more had to 
adj''st its planning to the new figure. 

Like in most other countries in Latin America, the mission in Chile decided to 
absorb most of its budget cut by reducing the number of participants from 148 
to 131. 

Although the mission places great imvortance on the training of local techni- 
cians, it was decided that red-ictions in this activity would not tend to cripple any 
part of the program as woud, for instance, cuts in United States technicians. 
The net effect caused by reducing the number of participants was to slow down 
the phasing out of some projects. 
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CoLOMBIA 


{In thousands of dollars} 





Projects postponed or canceled: 
Agriculture and natural resources: 
SES CORD a ok oo in Sintec sanccctiinididneds 
PE TR so acta dintdinknaconadtedotnniacusiies 
Pee MOI nt oi54ss tks dnineeacintanoaneanel 
Public administration: E conomics, contract, University | 
of Los Andes. -__- 
Community development, “social welfare, ‘and “housing: - Hous- 














Projects reduced: 
Agriculture and natural resources: 
Cacao development 
Forestry 
National extension service adviser... -_--- 
Se eS eae 
Ser I i 
Agricultural extension, Cauca Valley. --.-........-..--- 
Industry and mining: Power resources development. peokiie 
Transportation: 
Highway transportation............................... 
Inter-American geodetic survey trainees 
Health and sanitation: 
Health servicio administration 
Nutrition campaign 
Health education 
Nurses school...........-- 
Public health engineering 
Education: 
Reorganization chemical curriculum of National Uni- 
NI ccs ie ian i ath ae 
Primary, secondary, vocational education, Oauca 
WM aii vinci ants eiakich nadia aeindciakaaaece date nmaeeaetonaibe 
Contribution to cooperative service, education 





Advisory services, vocational education a 
Public adm istration: Training Colombian administra- 
SiO NO isin. sececiceesacdusccantenaswiannnnsecaeaees 
General and miscellaneous: 
Tee GIN oo cade awieennandomeacoen 
Training, [AGS and atomic energy. -......-....-....-.- 
Total 


Projects increased: 

Agriculture and natural resources: 
Agriculture servicio administration. -_................. 
RR DO iatintewaencncechoncetesnoeweduataal 
Agricultural extension, Boyaca..................--.--.- } 
Machinery pools and training _- . : 

Industry and mining: Coal mining technology. 3 

Transportation: Civil aviation. ee 

Labor: Trade union leader progrs a 

Health and sanitation: } 
Health training 
Industrial hygiene _. 
Medical education 


Total. wee 
New projects not described in fiscal year 1958 presentation 
Industry and mining: Management consultants. --. 

Projects unchanged: 





Agriculture and natural resources: Contribution, agri- 
culture servicio... ; 

Health and sanitation: Contribution, health servicio...___| 
naicaendsiassebsudeeeseuunhe - 
Grand total_- le 


























Original Current Difference 
proposal estimate 
jh Re Rr —16 
Ee Wrst bteebcentiaad —14 
TDi escisdiehdaatiesoonanten | —13 
10 |-+---------~-- —10 
eee —25 
te esas —78 
20 14 —6 
54 44 —10 
16 8 -8 
16 2 —14 
9 5 -4 
60 43 —17 
45 7 —38 
50 | 23 —2 
16 5 —10 
7 54 —19 
16 7 -9 
36 23 —8 
21 5 —16 
78 55 7 
40 16 —24 
7 60 —18 
70 40 —# 
63 42 —21 
26 21 —5 
40 23 —17 
10 7 —3 
836 514 —322 
= = = = == 
67 75 +8 
47 56 44 
66 7h +9 
35 38 +3 
5 | 27 -22 
45 | 46 +1 
20 25 +5 
Le tadaaalhaondtee 11 +11 
21 40 +19 
70 83 +13 
76 476 | To 
al condaeus dancers | 15 +15 
200 200 
100 100 
300 300 = 
- 1800 1,305 oa "285 





The"program for Colombia was cut $285,000 out of $1,590,000, a 17.9 percent 


reduction. 


The immediate effects will be that 20 less Colombians will come to the 


States as participants this year, and 7 less technicians will be going to Colombia. 
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Costa RIca 


[In thousands of dollars] 


Projects postponed or « i 


A 








ulture 
Are 
Local consumption food crops research 
Advisory istance in farm managemer 
Trans] t ning and 


and natural 


resources 


assist 





rt 
) 4 















[ f i 1istratior 
Ur it) da vicl tract 
Ri . 36 nda f 1 devele 
Livestock and pasture improvement 
F ’ ‘ 
T Improvement of safety « 
Health and sanitatio Cc Dution to coor 
Publ 1dministratio dvise issista 
organi ry 
General ju G | techni 








lnenrit ‘ TOAR 
rie 
natural resouret 
Contribution to cooperative service (S8" 
Coffee and cacao research development 


Mediterraniar 
Agricultural 
ndustry and m 
development 

Health and sanitation 
Technical services for administratiot1 
program 
Municipal sewerage systems 
General and miscellaneous: Ator 
Education: Vocational education 


tion 





il services 


nic ¢ 


snergy 


Total (9 projects 


Projects unchanged 
Agriculture and natural resources 
Demonstration in clearing land, use 
equipment 
Extension support and technical backs 
Rural engineering demonstration. - 
Soil survey, training and advisory- 
Labor: 
Labor leader training 
Minister of labor officials training 
Health and sanitation 
Engineering studies. 
Water supply-.-- “ 
Rural waste disposal 
Hospital improvement 
Environmental sanitat onne!l tr 
Health center personnel in-service trair 
Diarrheal disease control 
Education: Ur f Costa Ri 
Community development and housing 
Housing 
Metropolitan planing 





ind developme 


10n per 


ivercit. 
ivers 0 


Total (17 


projet t 


iy planning, 


ca assistance 


1 development, Quapos Tempisque Valley. 


it and credit 


con- 
Riea in publi 
ind tral 
1 and servicio 
pment 


fficiency of air 


erative service 


nee in public 


cal support 


eon 


ressional 


rICA) 


; in industrial 


1 and servicio 


training 


of mechanized 


topping... 


nt 
ining 
ling 


Original 
proposal 


20 


10 
13 





117 


39 
Or 


305 


1, 18] 


Current 
estimate 


909 


160 





Difference 


26 
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The reduction in the Costa Rican program was $131,000 or 11 percent. In 
adjusting to this new level, the immediate problem was to maintain the essential 
elements of a technical cooperation program in Costa Rica. Thus a complete 
reprograming process was mandatory. After review of the program, it was clear 
that the majority of the fields of activity should be maintained within the new 
level, but that the tempo of the whole program would have to be slowed. The 
logical place to make reductions and at the same time do the least damage to the 
total program, is in the number of participants. In the case of Costa Rica the 
overall result is that some 26 less Costa Ricans will come to the United States 
for training, and in addition some 11 full- and part-time technicians will not be 
sent to Costa Rica. 

CuBA 


[In thousands of dollars] 


Original Current Difference 
proposal estimate 
Projects postponed or cancelled: None . 
Projects reduced: 
Agriculture and natural resources: Agriculture Investiga- 
tion Commission 196 | 182 -14 
Industry and mining: Mineral analysis and development 30 27 3 
Labor: Labor management training 30 26 $ 


Education: Central University eas d 177 | 


ss —119 
General and miscellaneous: Technical support 30 29 l 
Total (5 projects) $e caatuieon SS aaa 463 322 141 
New projects not described in fiseal year 1958 congressional | 
presention: None 
Projects increased: 
Transportation: Civil aviation ; pdaew ecules 89 | 103 +14 
Education: Vocational education ; 5 1s 90 +42 
Public administration: Census and statistics_- ase 50 55 +5 
Total (3 projects) - _-- . ‘ ‘ ‘ 187 248 +61 
Projects unchanged: None. ‘ - 
Grand total 650 570 —80 


Internal political conditions and budget problems within the Cuban Govern- 
ment, occurring coincidentally with the 9 percent budget cut from $650,000 
down to $570,000, obviated the detrimental effect that the cut would have had 
under normal circumstances. The largest reduction has been in the Central 
University agricultural education program as a result of the closing of the school 
during Cuba’s recent series of political crises. Minor cuts in the labor manage- 
ment training program were made because of political strife, and reductions in the 
agriculture program resulted from the inability of the Ministry of Agriculture to 
increase its share of the costs of the planned livestock program in Camaguey. 
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EcuaDorR 
Original | Current | Difference 
proposal estimate 
| } 
-" a iobninippientti -|-—— —| picicgneaes ipl cabins 
Projects postponed or canceled: nn ay construction and 
maintenance- : bie Sindee nailed 30 | 0 —30 
Projects reduced: | } 
Extension_. | 152 | 151 —] 
Research___- | 7 | 80 | —7 
University cooperation _._-. wn Stet ae gh Es Se 64 | 14 —50 
Vocational agriculture _-- pao 32 | 30 —2 
Livestock development. ae 53 | 51 —2 
Servicio administration and advisory support (agricul- | 
ture) __. ; | 108 | 93 | —15 
Manual arts. . ees é | 15 | 4 | —I1 
Small industry development aed! §2 | 60 | —22 
Contribution to cooperative service (industry) ----.- 35 | 30 | —5 
Urban education_- ai ast 97 | 54 —43 
Contribution to cooperative service (he: alth)- 150 100 | —50 
Public administration advisory. Silat sinccisencal 126 86 —40 
Total... .-. . ; araigeuaded usbmage af A 031 | 753 | —278 
Projects increased: | 
Area development project__._- ‘nibh eee eo 47 53 +6 
Rural education _ 114 128 +14 
Servicio administration and adv isory support (education). 34 45 +11 
Contribution to cooperative service (education)... a 150 | 160 +10 
Environmental sanitation._-.- : inimaidanaee 56 58 +2 
Servicio administration and advisory support. lines a 44 58 +14 
Technical support in training and audiovisual--_-.-..-..---.- | 68 | $7 +19 
Health facilities and control campaign.-_-_.......-.... | 43 | 54 +11 
NEL dicen dvds ceiutaewateeenmnansaeaadalbenks 556 643 +87 
New projects not described in fiscal year 1958 presentation: 
Een RIPON NONIND nn kecideemadcanccnecndfienmaiauukebas 23 +23 
Labor advisory and training._._...........-- scettecnonch decd! 15 +15 
Peaceful uses of atomic energy_.........---------- meee hinbeaiainawnwal 3 +3 
I oaks ccc dedeae cnntctaanmaatpiehengucunnidnbitgeticimn slim 41 +4 
Projects unchanged: 
Contribution to cooperative service (agriculture) _.......-- 275 | ee 
EE ES REE Ee 30 See 
Servicio administration and advisory | support Gndustry)... 21 21 
Civil aviation advisory assistance : 35 35 “ és 
Inter-American geodetic survey training. . ba maaadeaaethere 9 9 
Bene MINNIE GEIUIOOIEE: «oli Sinn ck hence ctdedchdackadnns 43 43 
I a dian ob iovetiniasiiats aieasaekwenedeedsnennee pidaniaun 413 in 413 | ; 
Grand tetel oc. sass kittie o scabs bse eeenee hue 2, 000 1, 850 —150 


The final fiscal year 1958 TC program for Ecuador was $1,850,000—a reduction 
of $150,000 from the congressional presentation figure of $2 million. 

There was a reduction in the number of participants who could have been sent 
to the United Stares for training. Since the participant training program is 
coordinated with and tied to projects carried out under the TC program, the net 
effect of this is to postpone the day when projects can be turned over to the host 
government and United States technicians withdrawn. 

It is estimated that an additional $150,000 would have provided for 8 to 10 more 
participants, 2 additional public administration technicians, thirty to fifty thou- 
sand dollars for the establishment of an industrial development board and for a 
canceled project prov — $30,000 for highway construction and maintenance. 

The gener: al effect of this reduction of 74 percent has been to slow down the 
United States programin Ecuador. Decisions have had to be made to absorb such 
a cut in the areas which on an overall basis would reflect the least damage. 
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GREECE 
{In thousands of dollars] 











Original Current Difference 
proposal estimate 
Projects phasing out in fiscal year 1958: 
Natural resources development. -_-..-.......--...----.-- 25 10 —15 
Pg yl a ne 17 | 16 —1 
oe le a ae eae 36 14 —22 
Projects postponed or canceled: 
Small industry engineering advisers__...._..........-.--- We su cccnon —40 
PO ee eee Re sik sche —30 
Audio visual specialist ____- - Pe Gets o: | —10 
New projects not described in fiscal year 1958 pre sentation: 
International course in smal] industries (U paps of 
Delft) - some : Se a aoe Reneeoeea Ree aeeiaaeate 3 +3 
Handicrafts sos os een cnet nckens oeheke on ek nan neaneae 6 +6 
Projects increased: Civil police advisory ih Ss oe 100 149 +249 
Sea os cease ar 810 700 | —110 


The illustrative program of $810,000 for Greece was reduced by $110,000 to 
$700,000. 

All of the continuing projects can probably be carried forward, but 2 of the 4 
proposed new projects must be canceled and one postponed for a year. 

In addition to 1 project already scheduled for completion, 2 continuing projects 
were scaled down to the services of a single technician each, to provide as orderly 
as possible a phase-out of the activity. On the other hand, $69,000 in prior-year 
funds for continuing activities are being deobligated and used to supplement the 
new obligational authority to enable more adequate funding of projects in trade- 
union leadership training, training in nuclear energy, and training in use of air 
terminal navigation equipment. 

Overall, original estimates for United States technicians had to be scaled down 
from 30 to 26, and for participants from 80 to 56. 








GUATEMALA 


{In thousands of dollars] 


Original Current | Difference 
proposal estimate 
Projects postponed or canceled | 
Transportation: Advisory service for air transportation. -_- 40 |-_. . —40 
Labor: Labor training “ : ee heen : —20 
Health and sanitation: 
Servicio Cooperativo Interamericano de Salud Publica 250 ae 250 
Health education ; : 3 pis 50 ; 50 
Total (4 projects . oe : OO _ —360 
Projects reduced: 
Industry and mining: Industrial development. 97 66 —31 
Transportation: Transportation training ‘ vn 20 ll 9 
Health and sanitation: 
Servicio administration ‘ ene . 67 iR 19 
Environmental sanitation 95 71 24 
Health facilities ‘ ; ta 153 109 — 44 
Education | 
Servicio administration ; Sebi 87 43 —44 
Rural education _— . . edo 148 134 -14 
Housing: Housing program ‘ Lise 76 55 21 
Total (8 projects) ; 5 ; Kain 743 537 — 206 
New projects not described in fiscal year 1958 congressional 
presentation—N one ‘ 
Projects increased: 
Agriculture and natural resources: 
Extension and education___- 245 250 +5 
Research and development... 180 184 +4 
Rural development | 80 200 +120 
Education: Urban education . . 72 101 +29 
Public administration: Public administration and training. S4 126 +-42 
General and miscellaneous: Technical support. 111 47 +36 
Total (6 projects) __- 772 1, 008 4-936 


Projects unchanged 
Agriculture and natural resour 
Servicio Cooperativo Interamericano de Agricultura 450 150 


Servicio administration 


Education 
Servicio Cooperativo Interamericar le lucacion 178 178 
| A in A i 1UuCa n i Ld 
r< 3p A mF 
Grand tot 2. 580 2. 250 - ) 


In adjusting the program to meét this reduction and also to maintain the pre- 
vailing rate of implementation on current projects, new proposals were eliminated 
and the overall training program and technician costs reduced. This cut would 
have very seriously affected the Guatemalan program had there been a stable 
government throughout a major portion of fiscal year 1958 or prior to the inau- 
guration of President Ydigoras Fuentes on March 2, 1958. 


“a, 
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INDIA 


{In thousands of dollars] 


Original Current Difference 
|} proposal | estimate 


| 
| 

Projects postponed or canceled: | 
National advanced engineering center : : te 7 
Assistance to curriculum deve lopment center____. ee Li 
Assistance to multipurpose higher secondary education | 

Fiscal year 1958 funding from NOA eliminated: 
Fruit production, processing, and marketing- > 50 - a —50 
Training construction equipment operators _ -_ - a 10 
Industrial technical services 








inition ated dni qthdip inden cdwatpmeda 800 |... , — 800 
I I cnet india lh eaten ncgenrtignipsnigahcnminnesnid 150 —150 
Telecommunications deve lopment. as atone aie 30 —30 
Industrial development and expansion cictoh MK) — 500 


Technical assistance to civil air transport | 306 





- —306 
Filaria control 0 — 50 
Assistance to education administration -- 40 —40 
Small industries development _- 410 —410 
Assistance to Industrial Research and Technical Serv ice | | 

Organization... E : ; OE LIES 2) 225 . } —225 

Major reductions 
Agricultural home science extension and training -- a 500 167 — 333 
Agricultural economics research... ...............-------.- 150 44 —106 
Dairy development — SOLS 45 15 —30 
Rihand Valley development _- 60 35 —25 
Technical services in water resources and power dev elop- 

ment ‘s ited i ake 220 130 | — 
Investment center_ sella salacratal 128 ; —128 
Management center piiniemaiond 485 — 485 
Indian productivity center ante = 55 +55 
Railway rehabilitation and expansion...............--- E 350 19 —331 
Industrial relations training idenigne 58 16 —42 
National water supply and sanitation_.._......_....-..-- 141 93 — 48 
CED IN ok ected ica ils cian sais enataides dha asic: bids ike cieeurnesbacal 85 18 67 
Assistance to education administration (see next project) _- 390 - —390 
National professional education institute he 210 | +210 
Assistance to medical college and allied institutions : 572 —572 
4 subprojects) ’ | ie 384 +384 
Assistance to Indian Statistical Institute__--_...-- pomenl 120 4 | —116 
Community development program —_— 185 71 —114 

New projects not described in fiscal year 1958 pre sentation: 

Uttar Pradesh Agricultural University Silas 5O +50 
Cooperative credit x 2 T2 
Cooperative membership education 22 , 
Fuel research institute | 25 
Indian productivity center 5 
Banking and investment : | 54 
Lime industry | 13 
Assistance to industrial program in Indian states 33 
Assistance to steel industry. 3 

i 


$ 

5 

Assistance to coal industry l 

Council on scientific and industrial research 45 

Kanpur Technological Institute 8 

Assistance to private manufacturing industries 
Insect-borne disease control 











+-23 
Projects increased 

Soil fertility and fertilizer use 105 179 +-74 
Ground-water exploration 150 L150 
Crop production and development 107 215 +108 
Farmers’ organization 77 +-77 
Assistance to Technical Education Institute 205 508 +303 
(Minerals survey) 100 —100 
3 subprojects) 385 +385 
Home science education 200 319 +119 


Total program 10, 000 6, 300 —3, 700 
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India 


The congressional presentation for fiscal year 1958 described an illustrative 
program for India totaling $10 million. The amount made available for pro- 
graming was $6.3 million. 

A complete reprograming exercise was required to identify the activities which, 
in the best judgment of Indian officials, the ICA mission and ICA Washington 
would make the maximum contribution toward program objectives within the 
availability of funds. Some proposed activities in the original $10 million pro- 
gram were scaled down, some eliminated, some rearranged, reorganized and 
assembled, others divided into segments. In some other cases, the earlier cost 
estimates were low. Some continuing activities which had been believed to be 
adequately funded proved, a year later in time of judgment, to call for additional 
funding. Finally, a number of entirely new activities were requested by the 
Indian Government—activities which had not been contemplated at the time 
of the original submission to Congress, but which were considered of highest 
priority and which were included in the program even at the further sacrifice of 
other plans and projects. 

Yet it was essential to maintain continuity—even at a reduced pace—in existing 
activities which were not ready for phase-over. In other instances, project 
discussions were deferred. 

The original program proposal, as described in the fiscal year 1958 congressional 
presentation documents, called for nearly $1.6 million in new activities, the bulk 
of which have been eliminated or postponed. Current considerations preserve 
only about $150,000 of these proposals. Certain continuing activities have been 
partitioned into new subunits for greater administrative convenience in dealing 
with Indian ministries. The total of new project activity now programed but 
not incorporated in the fiscal year 1958 presentation to Congress has an estimated 
cost of $529,000. 

Continuing projects, which called for about $8.2 million of fiscal year 1958 
funds in the original proposal, have been reduced to about $5.6 million. A 
number of continuing projects for which no fiscal year 1958 funding had initially 
been proposed have in fact required funding. 

Original estimates called for 160 direct-hire technicians at the end of fiscal 
year 1958. These estimates were scaled down to 139. 
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INDONESIA 


{In thousands of dollars] 

















Project | Original Current Difference 
proposal estimate 
Agriculture and natural resources: j 
Agricultural extension and experiment station ; 495 455 —40 
Agricultural college education _- Ss i ee 510 276 — 234 
Land development and conservation____ S dedeel 100 110 +10 
Agricultural credit and cooperatives 157 40 —117 
E xpansion and modernization of marine and inland fish- | 
eries __ Saree ieee eats 1098 49 —149 
"BION one nt cnc dc sconces aceta ad diead 75 75 (*) 
Industry and mining: 
Mining operations -__- a 185 | 130 —55 
Training of ministry of communic ations officials.....___ | i t..... '—55 
Industry development techniques ‘ : 386 420 +34 
Engineering survey contracts_ _- . 175 150 —25 
Technical support - - - ‘ | 75 | 65 i—10 
Highway construction training - ; ; sail s4 2—84 
Powerplant installation training - -- 35 |. =—35 
Transportation: 
Transportation industries training a 380 | . 3—380 
Ministry of communications, technical training : 310 34-310 
Labor: | 
Labor leadership training. / ‘ 255 | 140 —115 
Railway workers welfare serv ices Pt 105 130 +25 
Technical support. sal , 30] 15 1-15 
Health and Sanitation: | 
NE cnlecng cho cacasanas seaharrs snchiehi Sn ase 160 | 205 | £45 
Medical education besides coms eect teede lees Steciaens ce obra sane 155 340 +185 
Public health education and administration.. ese) ae 140 | 120 —20 
Technical support. - ------ ibe eo once aeatdcie etme | 30 | 30 ( 
Education: 
Vocational education, teacher training----............--.- 600 735 +135 
Gadjah mada (not in congressional presentation ) eis S dogcganadn en 150 +150 
University of Indonesia: Technical and science faculty - - - 300 200 4 —100 
Development of university level staff _- beh a 225 270 4 +445 
Technical support. .- te oe eee 45 | 30 '—15 
Public Administration: 
Police administration training - ------ ; aeianinlal 650 470 —180 
Public administration training -___---- akan 620 440 —180 
Central bank adviser- -- --- d asbacdl 10 wi 3-10 
Technical support-.--.-.---- it ndeisbh 39 | 30 (‘) 
General and miscellaneous: | j 
National film service_ SS 110 | --| +—110 
Support for radio Republic Indonesia aan 55 | 3 —55 
Audiovisual advisory service/communications media | 
training -_- 215 240 2 +25 
Technical support ‘for audiovisual activities/Audiovisual | 
program support J : a seasgeun 115 70 2 —45 
Atoms-for-peace training - i hci aati ae baler oat 50 | 35 —15 
Technical support. ---.- eae wake rey TRAE A | 190 | 270 1 +80 
OEE PUREE. 20'i5 ackoecuseecabedneetcdanekesemmeneiouse 7, 000 6, 000 —1, 000 








1 Technical support to be consolidated under 97-99-000, 
2 Eliminated. 

§ Title of project was changed. 

4 To be consolidated under 97-66-071. 


The technical cooperation program for Indonesia was reduced from $7 million 
to $6 million as a result of congressional cuts. About half of this amount was 
absorbed by eliminating 70 participants. The remainder was absorbed by re- 
scheduling of technicians, by insignificant cuts in contract services and commodi- 
ties, and by the postponement of the office building construction to fiscal year 1959. 

It has been possible to restore 44 of the participants by reallotting $285,000 
in deobligated funds for participants. Nevertheless the remaining cut has been 
seriously harmful. 

The main impact of the cut was on the participant program. Compared with 
the need for training in Indonesia, the number of participants is small but any 
reduction which will stretch out the program, is undesirable and prejudicial to 
the United States objective of assisting the Indonesians to build up a base of 
trained people as rapidly as possible. 
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TRAN 


{In thousands of dollars] 


Original Current Differ- 
proposal | estimates ence 
Projects postponed or canceled. (See ‘Transportation facilities’ | 
under major reductions. } | 
Fiseal year 1958 funding from NOA eliminated: Institute for Admin- 
istrative Affairs : . 135 —135 
Major reductions: 
H. M.’s land distribution 100 46 54 
Livestock improvement and animal disease control 93 58 35 
Improvement of crop production and pest control 83 58 —25 
Professional services (continuation of George Fry contract) 325 108 —217 
Transportation facilities: Technical assistance in all fields of 
transportation, including general advisory services in road 
and highway maintenance, railroad operation and mainte- | | 
nance and port administration. (Port administration con- ' 
tract was eliminated) 223 25 | 98 
Training and demonstration of public health in rural areas 478 400 78 
Training for educational development 475 376 —v9 
Rural community development 6S Said ‘ 582 58 ~§24 
Master joint fund operation apse 695 148 —547 
Provincial offices : 360 254 —106 
New projects not described in fiscal year 1958 presentation j 
Technical assistance to agricultural bank aa 39 +39 
Technical assistance to Tehran University , ‘ 30 +-30 
Bank Meili statistics ny 30 +30 
Projects increased: 
Improvement of Karaj College : 7 18 137 +119 
Agricultural engineering 7 a. 7 18 61 +43 
Industrial Institute 4) 78 | +38 
Government of Iran public administration 377 408 +31 
Radio production training ; ; 7 73 +-26 
Establishment of audiovisual training : nalicvesaae 9 | 141 +132 
Shiraz Medical Center : apidinmlibasianaiina ais heeled oe 54 +54 
Technical assistance to plan organization Sih dia daattanal 123 | +123 
Public statistics jontnose 71} +71 
Banking practices Sh dectvunmeinpaieed ace 29 +29 
Total program ie end a 6, 000 5, 000 | —~1, 000 


The congressional presentation for fiscal year 1958 described an illustrative 
program for Iran totaling $6 million. The amount of new obligational authority 
made available for programing was $5 million. 

The first step in the necessary reprograming exercise, was to make such modi- 
fications of the illustrative program as were dictated by the new developments for 
each of the 32 continuing projects. For example, it was anticipated in the 
spring of 1957 that recruitment for technicians for the Iran program would have 
resulted in a larger on-board staff by the beginning of fiscal year 1958 than actually 
materialized. Consequently, the funding requirements for technicians’ salaries 
for fiscal year 1958 were correspondingly reduced on the basis of a more current 
estimate of recruitment actions. The pipeline of unexpended funds for existing 
contracts was reviewed in order to verify the need for additional funding for 
these contracts from new obligational authority. In some eases changes in the 
expenditure rate from what had been anticipated earlier required a modification 
in the funding requirement for fiseal year 1958. 

Other changes involved reconsideration of fiscal year 1958 funding requirements 
for specific projects. For example, the community development program, calling 
for approximately 50 contract technicians, was drastically curtailed, reducing to 
19, the number of technicians to be furnished by the contractor. This had a 
substantial effect on the expenditure rate for the contract and resulted in a reduc- 
tion in the funding requirements for 1958. 

Where feasible, additional funding for existing contracts was deferred to the 
next fiscal year. A proposed contract for technical assistance in port administra- 
tion was excluded from the program. The funds for participant training were 
reduced. 
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TRAQ 


{In thousands of dollars] 


—— : 
| Original Current 
proposal estimate 


Difference 


Projects postponed or cancelled 
Land economics 
General education, administration 
Industrial adviser 

Major reductions: 


Abu Ghraib Agricultural College anal 125 —125 
Agricultural extension ae 186 120 66 
Irrigation administration and development 237 201 —36 
Consultative services to Ministry of Health 168 122 — 46 
Basic education and medical nursing ; 94 65 —29 
Public health training | 67 | 32 —35 
Advisers in technical education | 245 107 —138 
Community development | 193 | 106 —87 
Advisers to development board | 257 | 189 68 
Technica! support 288 | 230 ~—58 
New projects not deseribed in fiscal year 1958 presentation: j 
Advisers in agriculture 5l +51 
Institute of Public Administration | 45 +45 
Civil police training eseieh staal 91 +91 
Projects increased: 

Agriculture program direction . 27 43 +16 
Livestock improvement ; | 16 19 | +3 
Range improvement 15 21 +6 
Agricultural program analysis ‘ 14 16 +2 
Agricultural marketing - - 13 17 +4 

Total program 2, 835 2, 200 —635 


The illustrative program for Iraq totaled $2.835 million. This was reduced to 
$2.2 million. 

It was necessary to review the proposed program in order to make a considered 
judgment as to where the necessary reductions might be made with least im- 
pairment to the overall program objectives. The ICS program in Iraq has been, 
since its inception, designed to supplement the large ecnomic development pro- 
gram financed by the Iraq Government. The ICA program provides technicians 
in the basic fields of activity such as agriculture and water development, education, 
public health, and public administration. It had been planned, under the orginal 
submission of $2.835 million, to provide a considerable number of additional 
technicians, particularly in the fields of agriculture extension, in education and 
irrigation and drainage. Reductions in these plans were necessary, although no 
specific projects were eliminated and continuity of the general program was 
maintained. 

During the last several years the requests of Iraq for participant training in 
various fields has been gradually increasing. This is a normal outcome of the 
increasing needs for technical skills occasioned by the expanding countrywide 
development program. It had been planned to make a substantial increase in the 
participant program but with the necessity to adjust to the cut in funds the 
planned participant program was reduced by approximately one-third. 

Other elements of the program have been scaled down. No projects have been 
terminated, but a number of proposed new activities have been postponed or 
canceled. 
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IsRAEL 


{In thousands of dollars] 





| Original | Current | Differ- 
| proposal | estimate | ence 
arrears eee ore eee —_ 
Projects canceled or postponed: Dead Sea research : 18 | | —18 
Major reductions: | 
Field and horticultural crops | 58 | 13 —45 
Water resources ; | 108 } 28 —80 
Industrial development 324 | 185 —69 
Management training | 496 | 180 | —316 
Increased production techniques 62 32 | —30 
Inspection standards and quality control j 115 | 59 | —56 
Minerals development | 97 | 68 —29 
Projects with major increases: | | 
Agricultural research, extension, and education ee 174 222 +48 
Industry and mining j 32 | 51 +19 
Industrial design (1) | 86 | +86 
Transportation development | 36 56 | -+-20 
New projects not described in fiscal year 1958 presentation: None | 
{——— -.-~ —---—- - —|— — —— 
Total program......-- won 2eceeeneene-neeneeeneee-=o| 2, 000 1,500 | 500 





1 It was felt at the time the fiscal year 1958 program was presented that sufficient fands would be avail- 
able from prior year obligations, so that none were programed. It later developed that fewer funds than 
were anticipated remained at the end of fiscal year 1957 and some forward funding was required 


The illustrative congressional presentation program for Israel totaling $2 
million was reduced to $1,500,000. 

As a result, it was necessary to undertake a major revision of the initial program 
which had been prepared at about the same time as the suspended program to 
Israel had been resumed. This was particularly unfortunate, as it had been 
hoped that the fiscal year 1958 program would be geared to make up for the time 
lost as a result of the Sinai incidents. 

4 complete review of the program was undertaken so as to establish which 
activities could be curtailed without too great a disruption of the overall program. 
It also was necessary to bear in mind the relationship between the technical co- 
operation program and other programs resulting from local currency availablities 
generated through Public Law 480 sales and section 402 special assistance; 
due consideration had to be given to the availability of technicians, some under 
contract, whose tours of duty extended into fiscal year 1958; preference of the 
host Government was of course a major factor. 

The final program differs but slightly from the initial presentation insofar as 
projects are concerned; one entirely new project, Dead Sea research station, has 
been eliminated. The scope of many projects was necessarily curtailed; as was, 
in some cases, the number of technicians, participants, and commodity require- 
ments. We have had to slow down and it will take longer to attain project goals 
in several sectors. 
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JAPAN 


{In thousands of dollars} 














} | 
Project | Original Current | Difference 
proposal | estimate 
Agriculture and natural resources: 
Hokkaido University affiliation. oan 176 WB ciG361... 
Grassland development demonstration__._- 100 bcs Lisl?...... 
Agriculture productivity teams___.........__-- a 194 | Mrwisr coin}. 
Technical support. -_-_......-_----- =. bib. Sina | 45 Giusti t..... 
Industry and mining: | | 
Waseda University affiliation. saints hanes -| 198 WA c ste s... 
Keio University affiliation. __- ~ nisin : 175 60 —115 
ARR WEIR CUO i inc doce nncccincnenaccens | SOP eis sce —175 
Japan productivity center___.-_.-__-..- icbgaiblon aadeeen ste 1, 195 045 —250 
NUNN ie 6x5. Sided e5svina Sate éwnnennwedian | 162 68 —94 
Transportation: } 
Japan civil aviation bureau ae ; -| 241 251 +-10 
IR NOES ain ltrocessdpieecsawebedan nibonm 39 24 —15 
Labor: 
Jopem treme anions. ........c0nns<c.00.5- ‘ oat 220 274 +54 
Technical support- 50 56 —6 
Public administration: Civil police administration... | 25 ‘ —25 
General and miscellaneous: | 
Peaceful uses of atomic energy----....-.--- : 25 22 —3 
Technical support. -.........-...-- Bihar pate et anaes 80 | 85 +5 
| ' 
OO in lining ds < Seb astererteici a" | 3, 100 | 2, 500 —600 








The reduction in technical cooperation funds totaled $600,000, or a little less 
than 20 percent of the $3.1 million requested. The reduction ‘necessitated a joint 
review and agreement with the Japanese of a revised program, resulting (a) in 
the elimination of 2 projects, a proposed university affiliation and the discontin- 
uance of a civil police administration program, (6) a decrease of 5 consultants to 
visit Japan, and (c) the postponement of the purchase of $80,000 in training 
equipment and supplies. 

The most serious effect was the elimination of a university affiliation for the 
Kansai area, centered at Osaka, which is the major commerical and industrial 
city in Japan and a large center for small industry. Limitation of funds in fiscal 
year 1959 will not permit reprograming of this project, and the general result will 
be a delay in the promotion of productivity for this area. The loss will be partially 
offset by increased emphasis on teams of partizipants representing small business 
from this vicinity. 


23164—55 
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JORDAN 
[In thousands of dollars] 








Original Current Difference 
proposal estimate 
Projects canceled: 
Control of livestock diseases... ...............-.---... 
Demonstration of agricultural education.................- BG Riacstdicncwde —75 
Field project assistance for range and water resources 
Major reductions: 
Agricultural research (agricultural engineering, a sub- 
project of agricultural research, was terminated) ........-. 358 193 —165 
Public health services, environmental sanitation........-- 200 94 —106 
Training of Jordanian Nationals: 
lo cicdneceensgantiumenceenoes 
Cp TITUS CIR fa Sock codec ccc ecccccsscnn 200 163 —37 
(c) Agricultural education ................-..-....-... 
Community development...................---.-------.-. 125 100 —25 
New projects not described in fiscal year 1958 presentation: 
East Ghor Canal scheme (training) 13 +13 
Public administration.....................- a = 21 +21 
Project increased: Telecommunications | | 26 +26 
po eee ee ’ 1, 750 —450 





The technical cooperation program in Jordan was interrupted as a result of riots 
in the country during December 1956, and January 1957, the Suez crisis during the 
summer of 1957, the hostilities between Israel and Egypt in October and November 
1957, and the attitude of the pro-Soviet and anti-Western Government of Jordan 
under Prime Minister Nabulsi. 

During this period the fiscal year 1957 technical cooperation program consisted 
mainly of provision for continuing actions already in being. The sum of $1.2 
million of fiscal year 1957 technical cooperation funds was allotted to Jordan 
to cover the continuing costs of United States technicians and Jordanian partici- 
pants. Other continuing project costs were funded from fiscal year 1956 and 
prior year technical cooperation funds. 

In April 1957, the King of Jordan dismissed the pro-Soviet anti- Western Govern- 
ment and appointed a cabinet of conservative leaders. On April 24, 1957, in the 
face of mounting pressure on Jordan from Egypt, Syria, and the Soviet bloc, the 
United States issued a statement to the effect that the independence and integrity 
of Jordan were regarded as vital to the United States national interest and to 
world peace. 

The estimates of dollar requirements for the technical cooperation program in 
Jordan during the fiscal year 1958 which were included in the illustrative presen- 
tation to Congress in May 1957, were based on material developed before October 
1956. It reflected the form and pattern of the technical cooperation program in 
Jordan during the fiscal years 1955 and 1956. Circumstances have changed since 
that time and the changes afforded an opportunity to revise the program. 

The revised program reflected in the estimates for fiscal year 1958 included in 
the presentation to Congress in February 1958, was based on a study of actual 
operating experience, including a careful analysis of the rate of subobligation and 
expenditure of fiscal year 1957 and prior year technical cooperation funds, the 
considered judgment of United States technicians advising the Jordan Govern- 
ment on the execution of the program, and coordiantion of the technical coopera- 
tion program with the emerging proposals for ICA financing of economic develop- 
mentin Jordan. The revision did not alter the direction or emphasis of the overall 
program but it did represent a more accurate estimate of requirements, taking 
fully into account the available balances of prior year funds. 
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KorBA 
[In thousands of dollars) 





Project Original Current | Difference 
proposal estimate | 





| 
Agriculture and natural resources: 
Agriculture extension development vennaes research | 





and extension development) ____--.....--- at 552 | 295 | —~257 
ERE er a a ee tabi | fo 19 | +19 
Land and water use. ; ee es 4 sic saceaiilindatl q 184 | +184 
Speciality farm enterprises a Ly Phi ts. a] —T71 
Livestock and veterinary improvement (livestock im- 
SI is aniicaa oes ah aupenins puawnes s aad | 113 56 | —57 
Crop improvement (crop and soil ar ement).- a } 112 | 60 | —52 
Soil management and improvement-.- oda ak | 113 —113 
Crop disease, insect and pest control. 78 66 —12 
Agricultural co-op and rural credit dev velopment ee se Seber | 76 | +76 
| Agricultural Statistics improvement-_-__- BabA awelbe ste ee a 6 | +6 
| Food management and crop storage... ; ible 183 | ‘ —183 
Fisheries development. se Acninatentine seein -| 55 +55 
Agricultural engineering dev elopment nt "58 20 —38 
Improvement cotton procurement technique... - ‘ yt SEE ee | —30 
Technical support. .-_- rs ' . 83 | +83 
Industry and mining: 
Mining and geological training. } ; 78 +78 
Communications technical improv ement.. 589 153 | —427 
Powerplant and operation ee ement t (power sy stem 
| operations improv speci . i 282 210 —72 
Power system study. ‘ 110 | —110 
| ope a , shimmciagibel 308 141 | —167 
Industrial development SS ee ee ete oneal 314 | +314 
Chunju fertilizer plant..............-- bad Sn dada ba ruteeenhcere 12 | +12 
Advisory engineering services................-.-.--....... | 795 | ‘) | —795 
| Technical support. -_.......-..--- a i a cea atin a cn laa 37 | +37 
Transportation: 
Highway and bridge construction and rehabilitation......).........--. 43 | +43 
Kk NR support TIE A ee eee oe oe : , ae nhd Ja ction hapaies ae se 13 +13 
Marine transportation improvement_-. ' sis 5 14 —31 
Civil aviation operations nee icaeorvontad wea 235 115 —120 
IRIN MUNIN Stee Son scenic en eenk cides ake bean st 18 | +18 
Health and sanitation: | | 
Disease control... _. ‘ sain ea lm dase pg instal hc le ial 57 | +57 
Waterworks rehabilitation........-......--....-- sansa lh Sl cece nia aTigiaronedl 18 | +18 
Construction of wells and sanitary ee 5A ek 53 +53 
City drainage improvement jiaeted a thldavks a a at 10 | +10 
Dentistry college improvement. -.......--- ali cai San dldaia 25 26 | +1 
Nursing education anes patient  Saiedamnnd ibe aie sehen 75 172 | +97 
Technical support a - 240) 103 | —137 
Education: | 
I A i te 480 286 | —194 
Improvement of teacher training... ............---...-----| 725 | 424 —30l 
Improvement business administration ; 201 200 | —1 
Improvement of — administration cneeenne. int 201 200 —1 
Technical support. shia ah aad 288 171 | —117 
Public administration: } 
Improvement of Government management and personnel | } 
administration - op eesed sé sobabmcd be 242 154 —88 
Public administration survey ___- ‘ ee ; 100 | 50 50 
Economic development council . a 204 +204 
Improvement of Government fiscal management 168 339 +171 
Improvement of labor legislation eine aaa aga a0 1-4 sinnall —20 
Technical support- ie 4 315 131 | —184 
Community developme nt, social welfare, and housing: | 
Resettlement and assimilation _- : + 22 22 | +22 
Home and cottage industry development. - ._. wasda ‘ ; 28 +28 
Community development demonstration tr: sining Seda Setmandiniat 176 | +176 
Welfere and rehabilitation institutions 65 +65 
Housing research and development. - - ----- sn cniceihton pei ieee Bsc. sitddse | 60 +60 
Tema eh. 6 gins oie 25.54 mss dese - adda 175 | 184 +9 
General and miscellaneous: 
Publie information a of technical informa- 
PON Soon ee cece ane siniebs oe cine anoaenlacare 80 | 119 +39 
Audiovisual services ce nter - al Saiied aii see bhabdedibdinsain 149 | +149 
IE CIS bo oo oc ccc cinkneenacedonwddeaw mliih icici maeatiel ‘ 72 | +72 
Technical support , pcenineitindcmmekindetemnes cocsapeoanidag 259 | +250 
' 
OUND 5 neacccdcadwdsenebbncoesccmmanusaent a 7,000 | 2 5, 800 | —1, 200 





1 Shifted to defense support in order to release technical cooperation funds for other activities, and permit 
funding of the increased requirements of this roject. 
2 This ineludes an additional $200,000 provided in March to ease the impact of contract funding directive. 
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The reduction in technical cooperation funds for Korea in fiscal year 1958 
from the $7 million proposed in the congressional presentation to $5.8 million 
required major revisions in the composition of the originally contemplated TC 

rogram, delayed agreement with the Korean Government in the Combined 

‘conomic Board (CEB) until a month ago, and postponed the negotiation of 
all new contracts and contract extensions approximately 6 months. 

The reduction in TC funds necessitated a general review of the TC program, 
which resulted in the following reductions from the fiscal year 1958 congressional 
presentation: 


In thou- 

sands of 

(a) Four of the major activity fields: dollars 
Agriculture and natural resources - ; D anare ice, 
Industry and mining - - anegencagigiel ign abe aha ass d wT AROSE 1, 130 
Transportation - _ - : eee UU own Buea 77 
Education_-__- : i pa : : Sa 614 

(b) All major components of TC projects: 

Technicians _ _ : a «tact : ees. 201 

Participants Soe = eee BEB Tie pacesipes + neha: 13 
Contractual services ~ eagle ess 4 eee NeRN Guhion SARS 154 
Supplies and equipment_- ‘ were aera On ae . 606 
Other costs. see a 4 peg of 109 


In general, the effect of these adjustments was to limit the TC program largely 
to financing United States-employed and contract technicians and related services, 
and training activities: 

(a) Greater emphasis was placed on the use of local personnel to replace United 
States technicians, notably in the Supply and Traffic Branch function which had 
assisted the Korean Government in the handling of incoming aid goods. 

(b) Training of Korean participants was shifted to third countries to reduce 
participant costs. 

(c) Commodity assistance was reduced from 18 to 11 percent of the total costs. 

Various related project activities were combined and planned fiscal year 1958 
funding reduced as follows: 

(a) Agriculture extension and agriculture research activities were combined and 
reduced 47 percent. 

(b) Livestock improvement and livestock disease control were combined and 
reduced 50 percent. 

(c) Crop improvement and soil improvement were combined and reduced 
50 percent. 

Other activities were cut sharply: 

(a) Communications technical improvement was reduced 74 percent. 

(b) Industrial training was reduced 54 percent. 

(c) Marine transportation improvement was reduced 69 percent. 

(d) Civil aviation operations improvement was reduced 51 percent. 

(e) Vocational education was reduced 40 percent. 

(f) Improvement of teacher training was reduced 42 percent. 

Among the projects which were eliminated were the following: 

Food management and crop storage; 
Improvement of labor legislation. 

A few contracts have been reduced in planned scope, at least temporarily, to 

comply with the contract funding directive: 
Improvement of business administration; 
Improvement of teacher training; 
Public administration survey. 

Negotiation of extensions to existing contracts and of new contracts was de- 
layed 6 months or more until agreement could be reached with the Korean Govern- 
ment on adequate minimum funding. 
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LEBANON 
{In thousands of dollars] 
Original Current Difference 
proposal estimate 
Projects postponed or canceled: 
Labor statistics and research.......................--....- Ee Ll aitesns dietice —32 
Accounting procedures and techniques..___..__- ated BP Ceceeticiab ie apa —125 
Fiscal year 1958 funding from NOA eliminated: 
a eee 35 - —35 
"Sesener eeqmontion, UPNGM......... 2c -ncneennu--oo-- 50 —50 
Police administration___- 5 ate israeli iad 50 |. —O 
Major reductions: 
DE CO aie igo. ns. cnn ceenesaveunmecdnsenns 95 61 —# 
Se I ih hag. oan ccinndntasbasinodeanwen eta 320 257 | —63 
Beirut International Aiport... .........................-- 50 31 | —19 
i a eee aes 68 21 —47 
Demonstration nursing school... _- 49 27 | —22 
New projects not described in fiscal year “1958 presentation: | 
Trade travel development.........- ; | 17 +17 
Projects increased: | 
Agricultural engineering (continuing project) - - - .- , 35 | +35 
Water reconnaissance (continuing project) .....____- ae satieateaail 32 | +32 
Highway advisory en program (continuing | 
project). . seit a 59 +59 
Animal resources.---__- : , aa 55 | 70 +15 
Plant resources... _.- : oer a | 55 | 67 +12 
Rural electrification... ia shone 115 | 144 +29 
Village water supply. ; | 83 121 +-38 
Adult education, English- oy | 50 | 88 | +38 
National housing program. _---. : 15 | 50 +35 
Total program 2, 100 1,650 | —450 
' | 


The Lebanon program as originally ineluded in the congressional presentation 
in the spring of 1957 proposed $2.1 million for technical cooperation. This was 
reduced to $1,650 million. 

A general review of the fiscal year 1958 technical-cooperation program for 
Lebanon took place as soon as the total amount of technical-cooperation funds 
available were known. 

This resulted in considerable changes in the program. Some proposals for 


funding have been dropped or reduced, others have had to be inereased, or are 


continuing projects for which funding has had to be provided that was not 
anticipated to be necessary @ year ago. 

Che original program proposed, as described in the fiscal year 1958 congressional 
presentation documents outlined over $200,000 for new activities; present pro- 
posals have preserved only $71,000 for these activities, and plans for those that 
remain have required amendments, both upward and downward since last year’s 
outline. Only one new project not described before has been proposed for initia- 
tion, but the total for indicating new activities, both those previously described 
and the later addition, would be approximately $90,000. 

A number of continuing projects for which no funding had originally been 
proposed for fiscal year 1958, have in fact turned out to require additional ee 
Original estimates called for 57 direct-hire technicians at the end of fiscal ye 
1958; by the time the fiscal year 1959 congressional presentation was prep: oa 

these estimates were sealed down to 42. 
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Mexico 


[In thousands of dollars} 


tenet 





| 


Original | Current | Difference 
proposal | estimate 


Projects postponed or canceled: 


Agriculture and natural resources: Agriculture training 30 0} 30 
Transportation: E] Olivar School sgueestcccieadecs 50 | 0 | —50 
Health and sanitation: | } | 
Servicio contribution case eeiamanenaata pekcasadawatae | 75 0 | —75 
Health education - dine teeeece ; 20 | 0 —~20 
Environmental sanitation. __..............-- ie ie 40 | 0} —40 
Nursing services and education. -..............-.--.---- cane 65 | 0} —65 
Malaria eradication evaluation_._.................-- st 23 | 0 | —B 
Audio visual techniques iezes isecaaswiash) 12 | 0 | —12 
Administrative support studies_...................-...-- est 20 | 0 | —20 
Industrial hygiene A ‘ : 17 | 0 | —17 
272 | 0 | -272 
Aa iatate ehiiticteieiions 
Projects reduced: Industry and mining | | 
Minerals technology cooperation... ...................-..--..... 65 | 45 | —20 
Industry products center training teams.______- steksuesekial 127 | 60 —67 
IPC administration. ___- netnbetcheden teense ee : 45 | 27 | —18 
IPC Industrywide productivity... ...............-....... i 75 | 30 —45 
312 | 162 —150 
j== - meee 
Transportation: Training facilities ‘ sé oat 27 | 16 | —ll 
Labor: Labor productivity training pace : | 120 100 —20 
Health and sanitation | | 
Administration dele se Shu ptiawdeanasbasnieetieaee 80 | 36 | — 44 
Vocational rehabilitation -| 31 29 | —~% 
dente antgetinasemeeiadaaae sana 
| 111 | 65 | —46 
Education: Education training support--.- | 65 | 15 | —50 
Public administration: Weights and measures study. 20 | 10 —10 
General and miscellaneous: Technical support- -- -| 58 | 51 —7 
New projects not described in fiscal year 1958 congressional presenta- | 
tion, general and miscellaneous: } 
Inter-American geodetic survey___.- tl caries igetinstaaisancaibaite 0 | 4) +4 
Monetary studies center. _. or ~ Sane : ene 0 | 47 | +47 
b ceeaitseit bad hsshas ht eels ae hate diel 
Tetel..... 0 51 | +51 
Projects increase ad, industry and mining: Industry products ‘center } i 
NOR. ooo Sec ; snail 50 | 75 | +25 
Nanas Cn 
Projects unchanged industry and mining: _ 
Geology fieldwork......... wiicnuseqenshssaueweisdes ‘ 35 | 35 | 0 
Industry products center seminars s ars aeael 100 | 100 | 0 
caabhinsigealaiedi tah chide bataitiiediihd sites 
135 | 135 0 
Grand total___-- Sieg eee dirensan dies teadiaceeaem se 1, 250 | 20 | 570 


Coincidental with the 45 percent budget cut from $1,250,000 down to $680,000 
there occurred a partial phasing out of the program because of a lack of full 
support from the Government of Mexico. Under normal circumstances the cut 
would have been disastrous to the program. The program in agriculture was 
closed out entirely; that in health was closed out except for vocational rehabil- 
itation, and most other programs were substantially reduced. The Monetary 
Studies Center, which appears as a new project is actually only a continuation 
of a former regional project. 

For the above reason the technical cooperation program in Mexico has not 
been adversely affected by the budget cut of $570,000. The planned evaluation 
of the USOM-Mexico program coincident with the inauguration of a new Gov- 
ernment later this year portends additional fundamental revisions of the program. 
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NEPAL 
{In thousands of dollars] 























| Original | Current Difference 
proposal estimate 
Projects postponed or canceled: Public administration_____--_- 35 —35 
Major reductions of fiscal year 1958 funding: 
Overall project for agriculture._._.__..__.....-..-- 177.5 145 | —32.5 
ROI keris Ab Se cnsoe ce acest 200 -1 
Community development_.._- is ta tah lea dlieewiihes 295 163 —132 
Pe eT Se de is cnc acgsscmbidbadndiewene 334. 5 211 —123. 5 
New projects not described in fiscal year 1958 presentation. --_.|....._...-.--.|-- MES Ute Tb Cle winw 
Proposals increased: | 
en I Gascon sa ade ecamaninewsoemeen 85 | 95 +10 
Rearend cs, onc s gcnnndecneavacucom. 207'—| 236 +29 
SA no eee AS ee 150 140 +90 
as a ne Aan Ss icnicarebicdiwdenen 1, 440 | 1, 190 —250 





1 Continuing project formerly under development assistance program. 


NEPAL 


The congressional presentation for fiscal year 1958 described an illustrative 
program for Nepal in the amount of $1,440,000. Following the reduction in the 
worldwide appropriation for technical cooperation for fiscal year 1958, the ICA 
mission was requested to review its original proposal critically, retaining only 
those projects to which the highest priority was attached. The final amount 
made available for fiscal year 1958 programing was $1,190,000. 

Although the reduced availability of funds led to a substantial modification 
of the proposed program, factors other than fund availability also affected project 
revision. ‘Two governments fell in calendar 1957. With these changes of govern- 
ment came changes in emphasis on the part of the host government in certain 
elements of the program. In addition to this are the normal changes which occur 
as program implementation progresses and the effects of time and altered circum- 
stances are evaluated in reference to the program effort. 5 

All of the fiscal 1958 projects are continuances of activities begun in fiscal year 
1957 or prior years. The project composition of the program actually being im- 
plemented does not differ sharply from that set forth in the initial illustrative 
program; one project in public administration has been eliminated from current 
consideration; another, in industrial research, formerly funded from development 
assistance, has been added to the technical cooperation program. Four projects 
have been reduced in scope in substantial degree. Two projects have been in- 
creased, one in health and sanitation, at the request of the Government of Nepal; 
the second, a mineral deposits survey, to cover an underestimate of costs. 

There remains the possibility of a slight increase in ability to fund these activi- 
ties, through deobligation of small amounts of prior year funds now obligated for 
continuing activities. To the extent that there is agreement between the mission 
and the Government of Nepal on the higher priority of projects listed above, it 
may be possible to supplement one or more projects which have absorbed the most 
substantial reductions in planned funding. 
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NESA REGIONAL PROJECTS 





Original Current | Difference 














proposal estimate 
Projects postponed or canceled: 
a CUI ION oo oicennnentbecnwiucactmasancse _ | eer —46 
Financial institutions for small industry.-...............- TOO tic nin —100 
Regional technical aids coordination. ............-....--..- AD Biss evkse cee | —140 
Labor leadership problems-_.............................-. OO Wisessa ie oud | —50 
Regional conferences and surveys_.........-...--..---..-- FD Bin tities anata —20 
Projects for which funding reduced: 
I Oh I ceccemnnineuiens 35 7 —28 
Water buffalo productivity...............-....-..-....... 40 7 —33 
Agricultural extension leaders conference_...............-- 35 | 13 —22 
Industrial safety and labor standards. --.-.............-.-- 24 | 7 —17 
Jommunity development adviser_.............--.--.-..-. 32 a —23 
NN A es a enrothadiecncresesmneresininiteeniltaenel 23 4 —19 
Projects for which funding increased: 
ann, ot, ons eccnensinninmngnmnaniaesl 335 | 346 | +10 
American University of Beirut._.......................... 1, 400 2, 963 +1, 563 
- -— —_-—-—-—-— - j —- -— — 
Tp E III ona. nie G AC 2, 420 2, 182 238 
| 








The illustrative regional projects program for fiscal year 1958, as presented to 
Congress in May 1957, consisted of 18 projects, 14 of which were continuing ones. 

Reflecting the reduced appropriation of MSP funds by Congress, availability 
of technical cooperation funds for the regional projects program was reduced 
from $2,420,000 to $2,182,000. In order fully to fund the American University 
of Beirut contract and the interagency agreement with United States Department 
of Agriculture for the insect-control project, it became necessary to eliminate 2 
of the 4 new projects programed, and 3 continuing projects of relatively lower 
priority. Reductions were effected in 4 continuing projects and 2 proposed new 
activities. 

In February 1958 the Direct of ICA, after a personal survey of the training 
facilities at the American University of Beirut, authorized an increase in the 
number of trainees for the academic year 1958-59, thereby increasing the total 
cost of the AUB contract from fiseal year 1958 funds (including 1 year forward 
financing) by $1,360,000, to a total of $2,960,000. This increase of $1,360,000 
was made possible by an allotment of $1 million from fiscal year 1958 special 
assistance funds and the transfer of $360,000 from fiscal year 1958 funds ear- 


marked for technical cooperation projects of specific interest to Baghdad Pact 
countries. 
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NICARAGUA 
[In thousands of dollars} 





























Original Current Difference 
proposal estimate 
Prolecte postponed oF CaMOOGe. «. 5. cnn jcccccn cen ccwccenenefacsnsancncsncalusselaubabsaud None 
Projects reduced: 
Agriculture and natural resources: 
Contribution to cooperative service (STAN)-.....---- 150 100 —50 
Agricuitaral education... ..........5...............suad 38 21 —17 
pO ee eee ee 17 13 —4 
Transportation: 
FE Re I oi e.se tiie: Senin < Didnt wierd tnitanad 10 5 —5 
CHOUGEENRU VON UlRmND. gd gk cemevenes 5 2 —3 
Health and sanitation: Servicio administration___......- --| 40 33 —7 
Education: Servicio administration___................---- 38 35 —3 
Community development: Aided self-help housing- ---_-_-- 28 10 —18 
WOE GS BRORIINED 6 ic ddan cnesas ck Sbuesntaeumeenaae 326 219 —107 
New projects not described in fiscal year 1958: Congressional 
I 20 oa isin ns ic ween sanecnie sina abmeainipaipinmintipiad sialic tains Rane None 
Projects increased: 
Agriculture and natural resources: Research and extension - lsd 185 +1 
Industry and mining: Advisory services in power develop- 
iets sii aes tciaeivanhn Bona ceil ested abla nes casemate odoinn 21 28 +7 
Transportation: Civil aviation assistance... ............-- 35 | 43 | +8 
Health and sanitation: Public health services_..........-- 66 | 68 +2 
Education: 
Ta ON OI ss sind iethinthpignteakaraliginineiets 28 32 +4 
Rural and elementary education_-_.-.........----...-. 132 133 +1 
Public administration: Public administration training---. 15 16 +1 
Community development: Urban planning assistance_...- 23 26 +3 
Total (9 projects). ........-- eaiesalsas atin’  siaiuallecneibeiiannctie 504 531 +27 
Projects unchanged: 
Agriculture and natural resources: Servicio administration 40 ke 
Laber: Laber leader trating... « . - 0-<c<cocecovtcceceeee 10 10 atpeluties~ 
Health and sanitation: Contribution to cooperative 
ii onde cana tore ohana aan 50 GO Riatecemadn nnn 
Education: Contribution to cooperative service (SCIE P)-- 50 $9 S. sis utsi cn... 
ROE (0 I wktn ttitinedcnnndace sanetaanianin 150 3D 4 icc... 
CIN I eters cess bient alte ncndennencdionsbaecdaiil 980 900 —80 





In Nicaragua, 8 projects were reduced between 8 and 65 percent, with an 
overall decrease of the Nicaraguan program in the amount of $80,000, or slightly 
more than 9 percent. 

In an attempt to minimize the damage to the total program in Nicaragua it 
was decided to cancel 4 participants who were scheduled for training in the 
United States, and 1 American technician who was to be sent to Nicaragua. In 
addition, the funds available to the agricultural cooperative service were reduced 
by $50,000, which resulted in the immediate curtailment of extension, research, 
and education in agriculture. 
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PAKISTAN 


[In thousands of dollars} 











Original Current | Difference 
proposal estimate 
—_—— $$$ a ee ———_ |---| --—_- — — 
Projects postponed or canceled: | 
Sui gas fertilizer factory- : | Wtetscs | —20 
Sui gas pipeline--__- : Sete 20 —20 
Educational development aatcut 170 |. —170 
eo Ee eens se ee: | 25 |- | —25 
Fiscal year 1958 funding from NOA eliminated: j 
Multan-Lyallpur electric transmission -- Me | 20 —20 
Diesel locomotive school - “ | 15 |. z ~15 
Major reductions of fiscal year 1958 S funding: } 
Agricultural on omega cdikkein wdiase uated 940 336 —604 
Agricultural workshops -- ‘ pddwan 220 144 —76 
Plant protection ----- a 170 118 —52 
Forest research laboratory- Decccniescacuvnnvceueberensded 80 50 —30 
Soil mechanics laboratory -------...----. 40 15 —25 
Soil and water conservation................--..--------.-- 110 74 —36 
Chittagong Hill tracts -__-_- Bi aa laoreet 300 96 —204 
Geological survey -----..----- hia 230 77 | —153 
Engineering services_-_-_-_--_--. i purinihiialinaage ean 925 231 | —694 
Aviation ground facilities -_- dy . . 930 83 ~—847 
East and West Pakistan roads.-...-_........----- ton iwwe 225 33 —192 
Rehabilitation of railroads y SEP A 60 15 — 15 
> eee eee indcwdieteniepiathS wk 60 30 —30 
I i cts nce nas amaeinegaennsnadeaie 145 120 —25 
Village aid_- sek 1, 260 70 —790 
New projects not described in fiscal year 1958 presentation: 
I sisi cinder nln canknanpgpensscsesadadbbcunldbendinn 55 +55 
Executive practices in public administration-.........-...|..- 12 +12 
ED an dimen cicnronnstdaenmntedteadackah lenWenscaseEees 14 +14 
Projects increased in fiscal year 1958 NOA funding: 
SE ING SoS S beans wccsaccimedadaonncsssansuces ssl tabu enpnte 1 +1 
Groundwater survey --------- emawittbienae 140 234 +04 
West Pakistan fisheries_.................-.-- 20 63 +43 
East Pakistan fisheries_.-...............- ia 25 35 +10 
Fertilizer factory pddldécancnmiebhelbenosbekaidon’ 25 38 +13 
Industrial research center - mea acncch hd eneangrinntiath cite tealae ‘nest 20 +20 
Industrial parry e ONE DTS TE, SEG ERE TET Deed 65 +65 
Karnafuli- sbnncenckseponsgenmesionnsawl 25 85 +60 
Civil air transport. i atabcathendscascadtupacedin Js kena, Sait 800 +800 
General public health erase st CVI iin ctenodinnacs 60 | 256 +196 
Medical instrument repair a — 20 +20 
Postgraduate school of nursing. SS cen = 10 80 +70 
Basie Medical Science Institute. - phetinnkitnaede cele 10 112 +102 
Intercollege exchange. iminege 650 686 +36 
Institute of Public and Business Administration...-...-|.......-..._.. 76 | +76 
Superior civil service----.---.- foak cae 55 75 | +20 
Audiovisual aid -- Sid 50 | 126 +76 
Atomic energy development apt acini 70 117 +47 
Total program..........-. , | 8,000 | 5,800 | —2, 200 


The illustrative program for Pakistan totaled $8 million in the fiscal year 1958 
congressional presentation. The amount made available for programing was 
$5.8 million. 

The reduction of slightly more than 25 percent of the original amount planned 
for technical cooperation in Pakistan necessitated a complete reprograming in 
order to assure that the highest priority requirements were covered within the 
fund availability. Six projects in the original proposal were eliminated. Three 
of these were for technicians required to provide technical assistance on develop- 
ment projects; they are considered less essential now because the development 
projects are not being carried out according to original plans. In another case 
it was determined that the Pakistanis could implement the project without the 
assistance of an American technician. One project was terminated because the 
technician completed his assignment and it was not felt that the project was of 
sufficiently high priority to justify the assignment of a new technician in view of 
the reduced program. The sixth project had not yet been started and it was 
felt that its elimination would be less detrimental to the overall program than 
eliminating or reducing continuing projects. 

Major reductions were made in 13 projects although part of this reduction was 
offset by the reprograming of funds not fully utilized in prior year technical 
cooperation projects. 





SK ee ee ae a . 
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One new project has been added in the present plans for the fiscal year 1958 
program and funding for 15 projects has had to be increased. A substantial 
portion of the funds needed to increase these projects is being obtained by de- 
obligation—after consultation with the Government of Pakistan—of technical 
cooperation funds obligated in prior years for activities which now are accorded 
a lower priority. Two projects account for the major portion of the increase: 
An aviation project was not included in the illustrative program as drafted last 
year as at that time it was not anticipated that the Pan American contract would 
be extended; the intercollege exchange program has been increasingly successful 
and therefore, to maximize the possible gains from this activity, present plans 
include expansion and extension through fiscal year 1961. 

Original estimates called for 219 direct-hire technicians at the end of fiscal year 
1958; by the time the fiscal year 1959 congressional presentation was prepared, 
these estimates had been scaled down to 160. 


PARAGUAY 
{In thousands of dollars] 





























Original Current Difference 
proposal estimate 
Projects postponed or canceled: Training of labor leaders. --_- 10 | cunmeeeed —10 
Projects reduced: | 
Contribution to agriculture service_..............-. * 190 80 —110 
Agriculture, general administration -__._..............-.-- 73 | 47 —26 
EE eee 7 | 40 —7 
Forestry a aT 23 21 —2 
‘Transportation, demonstration and training- LR REL AER 195 170 —25 
Contribution to health service. ...._............-..-- “ 100 71 —29 
Demonstration health services. .................---------- 82 77 —5 
Contribution to education service _- 145 16 —129 
WOURSROIINS GUIOUIOIN 6 os ci seicncncsceccccee sc ; 82 76 —6 
Elementary education....-------_- oan a 80 | 63 —17 
Public organization and management _- 17 161 —18 
ee onda avin siiae ania nanan 1,1% 822 | —374 
Projects increased: 
IS COIN oo Sokk hv dndsticd ceccnsabekgeseeescen 40 41 +1 
i a ee 25 64 +39 
Health, general administration......................- 45 | 51 
Training of public health personnel.............---------- 26 | 42 +16 
Education, general administration...................-.-.-- 4s 53 +5 
IN goin indicia nchenakwaadbiennbonap hewn boned 45 47 we 
a adie aan | 30 49 +19 
UI IIIS . ckienkaidinssenedistddiunadsbanmdnna 100 | 186 +86 
IIc chlnteadiah hhndeds hte g beac mnmiiell 350 | 533 +174 
New projects not described in fiscal — 1958 sabasuno Noid 
Civil aviation... ____- aid telatindas tokens ontepioaiia 63 +63 
Education, training......_- sino cesiguathatlamtnliteashuinm stele deca nnielaneainniramadaial | 47 +47 
I 6 hci ck atc Pea sities tania hoch ence alaal ane . 110 +110 
Projects unchanged: Agricultural CUI so cli cecdimnne y 15  } ee 
IE CN oe obs hide andinnsejattccaeataeebnenaseies 1, 580 1, 480 —100 


The reduction of $100,000 from the funds requested for financing of the technical 
cooperation program in Paraguay represents a cut of 6.3 percent. 
he reduced funding was temporarily absorbed by decreasing the amounts 
jointly contributed to the three servicios, agriculture, education, and health, 
reducing the reserve of those organizations to zero. 
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Perv 


{In thousands of dollars} 





| | 
Original | Current | Difference 
proposal estimate 

| 














—50 
—50 
Projects reduced: | 
Servicio administration and general accounting -_.--.._---! 157 | 132 | —25 
Agricultural eexnomics. Re eae 41 | 2 | —19 
Reimbursable facilities _- =a ienatocasl 82 | 7 —l1 
Agricultural machinery and engine er services... _- 3 50 | 43 | —7 
Renewable resources development oe a 68 | 37 | —3l 
Cooperative rural development industry----- in eek 8 46 | 23 —23 
Inland waterways and ports- --- ee 24 | 5 —19 
Labor advisory service _-. ; a ; 77 | 56 —21 
Special advisory services. ms ra 185 62 —123 
General administration services._........--.--.---------- 49 | 45 | —4 
Rural elementary education _- 101 55 — 46 
Census advisory services.____- | 
Advisory services and training in Government organiza- 92 | 81 at 
tion and management_.__- ee | | 
Technical support----. ee 8 ee 70 58 | —12 
aca ae ; ee 1, 042 wh. 690 | —352 
Projects increased: “| | 
Agricultural extension -- - -- 166 | 170 | +4 
Montaro Valley special area dev elopme nt- is 57 | 62 | +5 
Agricultural research and rubber development_______-----| 21 | 26 | +5 
Advisory services minerals resources._............-.----.- 55 | 85 +30 
General administration -._ ~~~ Sten akiee edie ectneae we ess 54 70 +16 
Health demonstration. -.-........-- Diels ee peer 56 81 +25 
I a ee aan 17 
Nutrition, health education and sanitary engineering -----! 48 | 130 +45 
National Institute of Public Health ._................-... 20 
Teacher training ..............- Roane See eee 144 | 178 +34 
Geodesy, mapping, and ¢ artography pee eet arene ee | 6 |) 19 43 
Atomic energy training - SE nina ek ities deter maohceokes 10 \f - 
North Carolina sanitary engine ering proj bec ac csc 0 | 5 | +5 
New Hampshire chemistry contract. -.............-----.-- 0 5 +5 
a a a ee ea 654 | 831 | +1 
New projects not described in fiscal ye ar 1958 pre sentation: | 
Faculty of veterinary medicine =e See ee ee anata 35 | +35 
Cooperative southern regional deve lopme te eee lsenagadacewens 30 | +30 
NN ice a ncn bern paired niin aletindeg 6 Sti me aap es conga eaeaetel 65 +65 
Projects unchanged: 
Servicio Cooperative Interamericano de Alimentos____..-- | ne . jan 
Cooperative rural development | 
irrige@on._........-.. ce 1s atl ae oe ete. 
a a a | i Len oiapesehennesiin 
Advisory services mining and metallurgy Lie ee ee Soin eae 60 |_. a : 
Civil aviation... pa a ee ae. ae. Re arid gat iei tll ane lca i‘ 
Servicio Co-op del Empleo del Peru. Pirasie aerators seater SE ace eetce debion eee ron 
eae at ree | BNO See | : 
oe a cietenbasisaseneiamaiena SED Fcc ckcnae sb wabacinede x 
Southern Peru regional developme Bh. ete ei. aes en caeanil 
Cooperative rural development. -..............-........... BEN Tictincsiae cit uastaae Sempien ccaiteiaeanasle 
Cooperative Rural Development Administration - ‘ OF ticsecancuee mass j 
Risen tas eee ee re ae ree ee 1, 164 | 1, 164 0 
ne CRORE. kis icinicubdacbdn cédte dusitdutshébancddndesamad | 2, 910 , 750 | —160 


t | 


The Peruvian technical-assistance program was reduced from $2,910,000 to 
$2,750,000. This constituted a cut of $160,000, or a 5% percent re duction in the 
operational budget. 

Funds provided for 13 projects have been cut while 11 projects show increases. 
Reductions were made primarily in technical training activities for Ecuadorans, 
and in support for United States technicians. 





LS a ee a ee a ee ee 
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SOMALIA 
[In thousands of dollars] 
i 
Original Current Differ- 
| proposal estimate ence 
iad amines aie aeeanens ienialieieaihipaaee titties |— | — 
Agriculture and natural resources: 
Livest»ck improvement and marketing.--........-......-..---..---.- ff) 37} —13 
Liventege Tpravgenent.... < . .....- 5c eenncns-coeccene ated witha Sadia by eriadiell 21 +21 
BEDS CNG GRR iio das se cccndvnsndicduccives ejadndbath tbaestnksen ete 6 +t 
TROD TUORRGIGIO ss 66a ohn = sack cep tanctnnsedppedanicinknn Hen ae 4 +4 
Forestry (control of grazing ‘and development ‘of frankincense and f 
TIEN oa 30553 dl vncenlavnntexessoeretebigaltsd mnie eames 50 15 —35 
Agricultural extension and irrigation improvement, including well 
CE gins nd cp en nissan  ahisine ts « giddedods ondndlinna Ge dkia teenie 100 57 —43 
REEIROTEE GHIIIIII 6. 0 0 once ons cca ccudscaheninlbekeeeaulcea sees 16 +16 
MUAIEOERE GEOCIL, .. .- « onigtivinahd inated enals padsiaiendniale ped cad bse 5 +5 
NS. slip ec tces bins anne ciislnnal paindsadestiaeuhedsaathanusni ease 16 +16 
Reclamation__-.------ accents sn kins jt.cice ds raping li ais ae tat } 7 +7 
WOE Oe Si occme sides ciel aie ik ectiatip Lich Rink ald Mihi ded ed oiek ceed LN | 13 +13 
Agricultural credit.............--- dake camer cas eipechtn crac ns ena 7 +7 
Rai Sih GH WOU CUR io sons ksh ke Bkischidvcccnndnn ieiskobsd cacleaeeeaetetne Eee ee om 
SS CIN iii cicanatnasind .cddunkentarignse ale cae Stina icine ada cas 
Industry and mining: | | 
Assistance livestock processing (food technology). —.-.........--...-- 50 7 —43 
TORE SURV scsi pnd cb inccn crwsek naan onente Sis cide ae he ic cuSeSeeee : 
Transportation: Roadbuilding (highway improvement) --.__........--- . 100 4) —96 
Educati: n: | | 
CON a SPUU e e ae bere eeh ale aeew and B indnus wh adeil teats. cake © etek 
SE IN indict Kkendidndndhsdcinmeees ; a ee 21 | +21 
Public administration: | | 
Improvement of customs practices... ................-..-..---- ‘ ea — x c sek 
P. lice training survey ejeesh tative meine sninchpinint ilvnleaMbided i ; ee 14 | +14 
Partictpeis Grete «oo onninn in ontasanicwnkwnnet 06s stinleeitadcias hale dee Dik abla | 33 +33 
General and miscellaneous: Technical support--_-.............-- : ‘ 61 +61 
| ee 
Total program_.-.-.-- i | —100 


The proposed fiscal year 1958 Somalia program as originally described in the 
illustrative fiscal year 1958 congressional presentation included 4 continuing 
projects and 1 new project. Two of the continuing projects were subdivided into 
several projects as the program developed. Thus, in effect, there were 11 projects 
at the time of the fiscal year 1958 congressional presentation. 

As a result of overall reductions in TC appropriations this $350,000 program 
had to be reduced by $100,000. 

Due to recruitment delays, fiscal year 1958 costs per technician were much 
lower than originally anticipated. It has therefore been possible to send a 
slightly greater total of technicians within a program that has been reduced in 
size. Since the Somali Government has agreed to pay international travel costs 


for participants, it has also been possible to schedule a greater number of partici- 
pants for about the same amount of money 


Nevertheless, it clearly would have been. possible to do more in Somalia had the 
additional $100,000 been available. 


vital field of water resources. 


The simple fact is that needs are great; our efforts are pitifully small. Any 
reduction in the amount of money available serves to widen this gap. 


Plans had to be curtailed particularly in the 
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THAILAND 


{In thousands of dollars} 








Original | Current | Differ- 
proposal | estimates ence 
| 
Agriculture and natural resources: | | 
Agricultural extension and research. 298 | 240 —5S 
Improvement of Kasetsart University - 280 | 100 | — 180 
Agricultural development in northeast Thailand. ‘ | 90 | 60 | —30 
Livestock industry development apr atte 95 75 —20 
Agricultural credit and marketing... _ . | 80 | 60 —2 
Agricultural statistics ‘ 2) 5 +3 
Agricultural program administration (technical support) _. 40 | 45 +5 
Industry and mining: | 
Geological survey (now mining development) __- : 30 | 40 | +10 
Power facilities improvement (now power services and training) - - 130 | 80 | — 260 
Power exploratory survey-.- 210 | 
Industrial technical advisory service __ _- aries ‘ | 230 | 35 —195 
Industrial development program administration _ - 40 | 10 —30 
Transportation: | | 
Highway Department operation !___.._..__- —_ | 140 +140 
Aeronautical ground services improve ment DT sc eurens | { 130 +130 
Meteorological services improvement ! 2___________- | 25 | +25 
Automotive maintenance and training taaliisiag 2222 x 50 —50 
Improvement of Thai airways. -_- | 585 | 75 510 
Public works and industrial program administration (technical sup- | 
port) _- Si alii dh Mant i Seeteasacccineatas axscapaheta 70 | 45 —25 
Labor: Labor relations training. -___- : AmatlaSnasi we an 70 | 5 —65 
Health and sanitation: | 
EE ee ee ee eee | 30 +30 
oe oo nail tnicintnbindngunnaanddtiacGdrcuberaciewie coezaee 225 110 —115 
Medical education.._...............__- 395 | 370 | —2i 
Health and sanitation program administration (technical support) _- — 25 20 | —§ 
Education: 
Vocational education _ - eieokigntt 280 | 400 +120 
Elementary education (now provisional teacher training) beta sii 485 550 | +65 
See SOD CPRUNIDE, . 5. nonancaceasecnuchenecsuces y al es t.... | 365 
Education program administration (technical support) eae 40 45 | +5 
Public administration: 
Bangkok city planning --.-............._-- iniedeavwts : 15 | 45 | +30) 
Modernization of government fiscal management_._._____- bs | 240 | 210 | —s 
Economic policy and planning ...-.............-....---- gi i 50 | 105 +55 
Public administration institute, Thammasat University ._._..-.._____ 215 | 400 +185 
Government statistical service... __.. Seon eat 50 | 60 +10 
Public administration program direction (technical support) aes 40 | 35 | —§ 
Community development, social welfare, and pee Community devel- | | 
oes... ...- 2... ete tees 2 antic widest 15 15 
General and miscellaneous: 
ce Ra ee ee ee ee ee abdebh wellatjtebeta 90 | 80 —1) 
RERIIES CURIE TIBUNENG 0055242 2nncctanecnce~aneshe=bb- ~mbbgigeasactel 20 115 | +8 
eee ee ene e naga enmabele sctadsteab neds eal 150 215 +65 
Ground water exploration ! Sf haueenesienetteccure ams a 25 +25 
Total program.._......- Ce piscebulcisamagseasehncutial 5,000 | 4,000 | ~1, OO 


' 


: This project appeared in the DS program in prior years. 
2 This represents the technical services portion of the project activity. The project also appears in the 
DS program. 
3In prior years, the dollar costs of this project appeared in the DS program. In fiscal year 1958, tl 
is a companion ‘‘counterpart only”’ project in the DS program. 


Reduction of the fiscal year 1958 technical cooperation program from $5 million 

to $4 million resulted in the following major reductions in project funding: 

Improvement of Kasetsart University —The $280,000 total proposed in the 
fiscal year 1958 illustrative congressional presentation for funding the balance: 
needed for the Kasetsart-Oregon State contract was reduced later to $100,000 in 
the operational program. The impact of the cut is partially offset by lower 
operating costs than were earlier estimated on the basis of a preliminary budget, 
but, nevertheless, will caoull in some reduction in scope. 

2. Power services and training.—The $340,000 total proposed in the fiscal year 
1958 illustrative congressional presentation included $210,000 additional financing 
for engineering contract services and $100,000 for 20 participants. The project 
total subsequently was cut back to $80,000 by reducing the participant component 
by 50 percent and by deferring the financing of enginecring contract services 
Fortunately, the impact of this cut will be largely offset by the use of prior-year 
deobligations to finance essential engineering contract services, if the $200,000 
programed in the fiscal year 1959 illustrative program is made available for 
participant training and contract services. Therefore, the possible ill effects on 
program objectives as a result of the original cut will be avoidable. 
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3. Industrial technical advisory services.—The $230,000 total proposed in the 
fiscal year 1958 illustrative congressional presentation included $140,000 for con- 
tract technical advisory services and $50,000 for 10 participants. The project 
subsequently was reduced to $35,000 as a result of a reduction in participant 
training and a shift in method of implementation from a contract basis to the use 
of United States direct-hire technicians under an interagency agreement. 

4. Improvement of Thai airways.—%$585,000 was proposed in the fiscal year 1958 
illustrative congressional presentation to provide additional financing for contract 
services under the Pan American-Thai Airways technical assistance contract. 
That amount was subsequently reduced to $75,000 in the operational program at a 
time when the future of this project was in doubt, pending resolution of major 
political problems seriously affecting its implementation. However, it now 
appears that the contract will need to be extended. Consequently, the $105,000 
programed in the fiscal year 1959 illustrative congressional presentation appears 
insufficient to maintain the needed level of operations. As additional funds are 
not in sight for this project at this time, it may be necessary to reduce its scope 
substantially. 

5. University teacher training.—The fiscal year 1958 illustrative congressional 
presentation included $365,000 for a proposed extension of the Indiana University- 
College of Education contract. Subsequently, however, all financing for the con- 
tract was deleted from the fiscal year 1958 program and termination of the project 
was being considered; but more recently a decision was made to extend this con- 
tract with the use of prior year deobligations and the $100,000 programed for 
fiscal year 1959. Thus it is believed that serious ill effects on program objectives 
will be avoided. 

TURKEY 


[In thousands of dollars} 











Original Current Difference 
proposal | estimate 
| i | 
Projects canceled or postponed: | | 
Agricultural marketing and processing ----...........--.-- WRI iramenwacieemcs —$11.0 
Underground water development.-._...............-.---- MGs cies —150.0 
aI ao ta seals bteiinhe tceseiniiinaencabstesdichan ein 300. 0 pahsdsbevek eke —300. 0 
NE Bo cake aqaiekanina stings dannteaiags alas kite oeanae=s —40.0 
UGINSEE WUIIIEIS Sahinccckt nec ccemcbcnessns-nudscuseces SE fess secocoesas —150.0 
Fiscal administration ME Bis dant cea —.0 
Fiscal year 1958 funding from NOA eliminated: 
Trade-union administration and services_...............-- 90. 0-}.....«... —30.0 
Employment services—manpower utilization... __....._-- 16.0 Bee esteeaas —16.0 
Vanderbilt course in economic development--_-_--.._---.-- | SRG Veit Ss | —20.0 
Major reductions: | 
PSREIIITE CUNT 4 og ic cckcncicceccccdentawcnsnascscce} 145. 0 | $88. 4 | — 56. 6 
Industrial investment. ___-.. hindiadignadaiasamanaea ia ieee | 200.0 | 100. 0 | —100.0 
SONIA CII Ec a ckcndinccccodindedastobaeasns 30.0 | 23.0 | —7.0 
Preventive maintenance- --.--..-..-- seis sicheiamsaiectnintedeinasecinninitatt | 100. 0 | 20.0 | —80. 0 
Highway engineering advisers. ___..........--..-.---.---- } 218.0 | 145.9 | —72. 1 
Airline operations training program.-_-.-.-.-..........-.--..- 530.0 290.0 | —240. 0 
Apprentice and inservice training for workers..___.___.--- 110.0 55.0 | —55. 0 
Beer CS, 5... ABbU in dabndoessnevanoenoa=a 175.0 57.5 | —117.5 
General education services........................-.....-- 400. 0 305. 5 —94. 5 
Atomic energy training program...-......-...-..-.-----.-- 125.0 110.0 | —15.0 
New projects not described in fiscal year 1958 presentation: | 
Stenderds institution adviser..........................--. iss 5.0 +5.0 
Power supply priority study-.........-- anak silat = 125.0 +125. 0 
Projects with major increases: 
Civil aviation training program. Seenesnencaeeel 187.0 223.2 | +-36. 2 
Vocational and trade schools..............-...-.---.---.-- | 75.0 185.0 +110.0 
Professional and higher education, Nebraska University- -| 500. 0 525. 0 +25. 0 
Georgetown English language program -__............--..-- 85.0 | 130. 0 +45. 0 
Public administration, University of Ankara. -.-.....-.--| 335. 0 460.0 | +125. 0 
Tetel prow iitics. 5.5. totes accnsase soe gkiceeend Santee 5, 595. 0 “4, 500.0 —1, 095.0 


The Turkey program was re dianed by $1 095, 000 Sia’ the illustrative program 
totaling $5,595,000 described in the fiscal year 1958 congressional presentation, 
to $4.5 million. Adjustment to this reduction in availability of funds for pro- 
graming required cancellation or postponement of projects originally proposed for 
approximately $700,000 of funding from fiscal year 1958 funds in the illustrative 
program. The balance of the adjustment was in effect absorbed by decreasing the 
scope of other projects. However, other adjustments were necessary to accom- 
modate upward adjustments of 5 continuing projects to meet revised program 
requirements and to introduce 2 new projects, not deseribed in the illustrative 
presentation, totaling $130,000. Adjustments for ail causes resulted in major 
reductions totaling approximately $838,000 of 10 continuing projects. 
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UrvuGeuay 
{In thousands of dollars} 























Original Current Difference 
proposal estimate 
oe postponed or canceled: 

ndustrial development_._-_- 3 161 —161 
SE ENO a bial, ns pemmaiionl han dqeshab an Te Bi. «el d~ <0 ls —75 
Vocational education training--- 18 : —18 
‘Potal ._-...- J - ied ee sick. —254 
Projects reduced: ae ee eae 
Countrywide local health service___.----- 4 159 107 —52 
Public organization and management ----- J<mssee- 44 | 24 —20 
Improvement of statistical services_...-..--- atus 38 23 —15 
ND CE COND io cen pw cen pen cs oodontateeuinasen 15 1 —14 
Total. 256 155 —101 

Projects increased: A aa ee a a en ED hcl ake 
New projects not described in fiscal year 1958 seed peer Ne OUR Chis Doone FOP i. S98 6g 
Agriculture training - ‘salah idles nny dah a A Rn a phdeid 18 18 
Community development sialpd ton dihath hetancandeeddad ta tebe oe ima aaa 3 | 3 
Total _ : = 21 21 
eieeen moan’: Oita) é« - ssn 5osss k~ cnas dessa Jcngh al cae «cies 5. eas. sso tee 
Grand total... “aT "ae 








The reduction of $334,000, or 66 percent less than the $510,000 requested from 
the Congress, was only partly due to the cut in funds available. 

The economy of Uruguay is suffering from the lack of trained personnel in 
public administration, agricultural extension, industrial development, and the 
fostering of a trained cadre of personnel who understand the need for productivity 
gains if the economy is to develop and diversify. In view of the reduced funds 
available, the USOM could not encourage the Uruguayans to anticipate a mutual 
program of training and technical advice. It was decided to concentrate available 
funds on the established health program, to carry out minimum programs in public 
organization and improved statistical services and a negligible program in agri- 
culture. 

Because of the lack of funds, which prevented a full-scale effort to proceed in 
the planning and initial implementation stages, an estimated 18 participants 
were not scheduled for training and some 8 to 10 technicians were not recruited 
for extension and demonstration within the country. 


VENEZUELA 


[In thousands of dollars] 











Original Current Difference 
proposal estimate 
acca a ccetesipsenioee abe Suninparaiswanibiicieseasae ~ i at 
ree Senne OF Mimbeled: . Non6..- oo cis cnncunsncccccuddahssadcnsanadupsl ceccenhdasuceccovenesaguece 
Projects reduced: 
Health and sanitation: 
Cooperative service administrative support_-._........ 66 55 —l1 
NUNN 6 oo ionncs cco ocsuntosecubeneppaees 29 21 —8 
Re MIN on ocewedeedsccccccusnvueeunseudhaunees 22 15 -7 
Industrial hygiene. ; node xuciouiansdamamiac 27 25 —2 
Public health administration -_.--._---..------.----- 13 5 —8 
General and miscellaneous: Training in peaceful uses of 
IE Binks vp ccncdchacuscncds snvnunebhanecuaseks 28 5 —23 
ne ee 185 126 — 59 
New projects not described in fiscal year 1958, congressional 
Neen Te ne ctanics «meronipa aati iaan a leetetbeiickapn iit nig Aiea des kita inne nieces = taint 
Cee nen ee eee ee ee Sats Tounodawpadnagee cee eee 
Projects unchanged: Health and sanitation: Contribution to 
I SU ss CS inipabn duck need @canln casas 25 26 Jnnccneensesees 
Memento gt) Fe ee aS 25 | Bae 
————— 
I ccs ininnd ents aiaehabidtasinmiiees aa 210 | 151 —59 











a ee ee ee — 
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As a result of the limited funds available to the mission, the financing of con- 


tinuing projects was reduced to an absolute minimum and the number of partici- 
pants was decreased. 


VIETNAM 


{In thousands of dollars] 

















| 
Project Original | Current Difference 
proposal | estimate . 
Agriculture and natural resources: ; 
Agricultural extension and information. ................-- | 170 125 —45 
SUG MINIS GUUROGESIINUE COUR Fila oi iiss dee cncaneneccddnuclabdeabeuce. ane 85 +85 
Clemeral Grom Gevelopinens.. oc. coe ce cence 160 BR Bani si stem : 
Spray RUIN es Sea a ce ekuedocdtaaeaae 220 +220 
Generel westedh Gevelomebete toons <i ce  cincnncedhinecccastecues j 420 +420 
Agricultural credit and cooperatives ?__........._-- et 135 | 35 —100 
Agricultural economies and statistics !_____. ciusirndaia ee inasiNch aio etecial 35 | +35 
ooneral Raseries Gaveloperens } wo so ok cnc fone cc ecccceene } 210 +210 
Industry and mining: | 
Electric power development 1____ j petal iaastatnthinitheal 250 +250 
Rural and urban water supply dev elopment Nabi eae Eal tikes tome’ | 90 +90 
Labor: Labor Ministry organization *__.............-.-.....-- 30 a seme bk —30 
Health and sanitation: | 
Health services development 4. ._._. bciigh Gh be ba nb dead 1, 000 —1, 000 
Medical and allied education !_- ‘ daca shia 260 +260 
Education: | 
Elementary education ¢ . 7 aol 540 |__ —540 
Teacher training and higher NR To a 630 | 310 —320 
Textbook development and special services '___- Ricianntnigiacg agen 135 +135 
Public administration: | | 
Governmentwide in-service training program !______.._...|....-....... .| 117 +117 
Governmentwide improvement of accounting and audit- | | 
SE TN Foidart lente a ecicics banda gos cimdianatinipainttica che inlalgeiiilrenaetits | 85 | +85 
Government supply system Re het aictir bolas pliaiaceeee ea sotto | 120 +120 
National Institute of Administration_...........__---___- | 1,815 | 1, 303 —512 
National Institute of Statistics !___- utinaiitcaeaue 80 +80 
Training in public administration and fiscal policy_- 250 100 —150 
General and miscellaneous: 
National radio network *____- aden th allipn icc ea 170 | \ —170 
National resources data survey 5 i 3 } 60 +60 
eS — 
Total program é - ‘ sine 4, 900 4, 200 | —700 





1 These projects have been transferred from DS to TC. 


3 This project has been divided into 2 separate ones. Agricultural cooperatives remain a TC project. 
3 This project has been eliminated. 


4 These projects have been transferred from TC to DS. 
5 T‘hese projects were added to the TC program since the congressional presentation. 


VIETNAM 


The fiscal year 1958 cut in technical cooperation funds from $4.9 million to 
$4.2 million was met by reappraising the entire project aid program. The most 
obvious changes are the project shifts from DS to TC and from TC to DS, pri- 
marily to reflect changes in the nature or administration of projects. What the 
table does not reflect are the cuts in the overall project program (DS+TC) 
which occurred as a result of the shift. For example, the agriculture and natural 
resources activity field shows an increase of $825,000 for TC projects in exhibit 
C, but the combined TC and DS agriculture and natural resources program has 
actually been cut $182,000 from the April 1957 congressional presentation. 

Another example is the elementary education project, eliminated from TC and 
reprogramed in DS, but cut back $217,000 in the process. The number of tech- 
nicians was reduced from + to 2, the participants from 20 to 5, and the commodities 
from $400,000 to $255,000. The entire TC education program has been cut 
drastically in the commodity element from $665,000 to $200,000, despite Vietnam’s 
basic need for more educational facilities. : 

Another important reduction in project scope is training in public administra- 
tion and fiscal policy (79-081), shown by participant reduction from 125 to 58. 

It is expected that the reprograming of deobligated prior-year funds will make 
up $500,000 of the $700,000 cut in the TC appropriation. 


251641—58——_98 
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YUGOSLAVIA 
[In thousands of dollars] 
| 
Project Original Current Difference 
proposal estimate 

Agriculture and natural resources: 

I Se ee 133.0 73.9 —51.9 

i i. oon sews catbchbncsaadenctussadénstenstnddevalged 61.9 +61.9 

ee ak on a eenabanaenaee 50. 2 +50. 2 

Fruit, vine, and vegetable production__................-.. 52.3 +52.3 

Soil improvement and water resources. -_..............-.- 47.9 —52.1 

I neninmnmoineiin 47,2 +47. 2 

a eh a poomaiaeeannaibion 54.5 | +54. 5 

ne 2. apne pessocsionsabe 58.4 —406. 6 

Agriculture policies and agricultural economies 67.9 +2.9 

I et teen con nau subs dpt dnkactabemaaaedt 8.0 +8.0 

I eds ciesik hl mivangih detainees 31.5 —656.5 
Industry and mining: 

I on. canantadoundnangueaaneee 136. 9 —193, 1 

I a ciate eee 41.8 +.8 

Manufacturing and processing __.............--.--.-- 180. 1 +73. 1 

DUMGIGT as MUMTIMMOINONE . J. 5 ec ce seccccenscess 81.3 +81.3 

en TE ne bcc ec ccucccccccssecscces|~ » . BA ESeele ~121.0 

ND INI ook Vkrocnccomecednenacbasoduccesamucesaes|..... SEIGauelaiaaaas —146.0 
Transportation: | 

Cen. austen pho mala ceneeneon is ae eeacenemecaeanl 66.5 +66. 5 

Rail and air transportation - -__- waplien Cobnnanadanamanene 130.0 148. 6 +18.6 
SEES EE HEU. a nicccgncnnncunccecusésodcncdistacisudbalededaphaditewe 54.5 +54. 5 
Education: | 

SE IID os conic diuaeunbee noone cccebennnnseaieell Oe Qs saci oe —35.0 

Pt nie ce chicas ehh depend aoa annie DE iedas kde —130.0 

ek sn aatahae action SieidhesaneRecoie SO haat cckcucctuee —50.0 
Public administration: | 

Public administration training material_................-- | O66 bec iecciliid —65. 0 

Local government administration..................-...--- GAG fii. dean std —58.0 

ee ee SRO cci5- islets —43.0 

Public services management. ............-..........-....- WO Li cenwlc —20.0 

ee ORO RUcwssccindncd —39.0 
Community development, social welfare, and housing ---_...- | atnieeisiataeiies 83.8 +83. 8 
General and miscellaneous (including technical support) ---.-- 334.0 255. 2 —78.8 

PE I a i ct ch aodinn ett a ckeeendndnancann 2, 500 1,750 750 








At the time of the presentation to Congress of the mutual security program for 
fiscal year 1958, ICA estimated the cost of the proposed technical cooperation 
program in Yugoslavia at $2,500,000 plus an additional $1,500,000 of directly 
supporting supplies, commodities, and equipment to be financed from special 
assistance funds. This judgment was taken within the framework of a total world- 
wide request for $151.9 million for bilateral technical cooperation. After the 
actual appropriation of funds for fiscal year 1958 ($128.8 million for bilateral 
technical cooperation—a reduction of about 15 percent), ICA/W scaled down the 
funds which could be made available for programs in individual countries. The 
Yugoslav TC program was reduced by $750,000 (30 percent) to $1,750,000. 
However, the amount of special assistance commodities financed in direct support 
of the TC program was increased by $500,000. The usual deobligation of prior 
year TC funds from unimplemented portions of certain projects, which this year 
totaled $385,000, will be used to supplement the new obligational authority to 
enale more adequate funding of current projects. 

The proposed fiscal year 1958 TC program for Yugoslavia presented during the 
fiscal year 1957 congressional presentation included approximately 20 illustrative 
projects, 2 of which were new. The TC program was to have been expanded 
from $1,492,000 in fiscal year 1957 to a proposed $2,500,000 in fiscal year 1958. 
It was the intention of ICA to carry forward the majority of projects begun in 
previous years on an expanded scale and to institute new projects when possible. 
However, with a reduction in the funds available it became necessary to reduce 
TC activities in certain areas. At the same time it was decided to increase the 
amount of program funds directed toward the objectives described above by in- 





ee ee ae eee ae 
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creasing SA funds to be used in support of the TC program by $500,000; this, of 
course, necessitated the reduction of SA funds to be used to provide an alternate 
course for commodities badly needed by Yugoslavia. 

Downward adjustments were made in some continuing projects in areas where 
the program was already well underway and had to some degree accomplished 
its purpose, and expansions made in new fields where such a program was more 
badly needed and better served United States interests. In the mining and 
minerals project, contract technicians were reduced and a coal expert for the 
mission’s staff was delayed. Since the mission had earlier indicated the higher 
priority of the coal expert as compared to other industry projects, a power special- 
ist had been dropped. The number of participants and United States technicians 
were also reduced in agricultural projects. ICA support of English teaching and 
vocational education center was reduced. Contract services and the number of 
participants were reduced in the field of public administration. At the same time 
increases were made in the health and sanitation and community development, 
social welfare and housing fields, with a somewhat smaller increase in the trans- 
portation sector. 


Fiscal year 1958 illustrative technical cooperation program____.____ $2, 500, 000 
Fiscal year 1958 illustrative supporting portion of special assistance 

program. ........< a GARS PS ce ae alter ok ike al Sedat a bs cinkin >a ee 

WONG oon aiesiwe aiidiectata ions Aa as 4, 000, 000 





Funds made available, technical cooperation _ _- __ 
Supporting special assistance _____ 





Total _- oe nxn cheiieenra a ad alas ss isi ahs ae A 
Unitrep States Foreren Aip, Pertop Juty 1, 1940 Tro Jung 30, 1958 


(The following statement has reference to matter on p. 1009.) 


The source of the figures reflecting a gross grand total of $154,761,593,000 
foreign aid disbursed by the United States to all countries and international 
organizations is presumed to have been abstracted from publications issued by 
the United States Department of Commerce, Office of Business Economics; 
more particularly, through a series of documents titled Foreign Grants and 
Credits by the United States Goverrment.”’ 

The statement inserted in the record dated May 12, 1958, which includes the 
above-mentioned figure, is prepared on a gross basis. It does not take cognizance 
of amounts of grants for which credit settlements have been arranged. 

Assuming that the gross figures in the May 12 statement have been abstracted 
from the Department of Commerce publications, the same figures are presented 
below on a net basis: 


Net United States foreign aid, July 1, 1940, to June 30, 1958 


{In billions of doliars} 


Net war period grants and credits _ ws wich ve igs er ae 
Net postwar grants and credits, through June 30, 1957 a = OAS 
Net short-term aid through acceptance of foreign currencies in payment of 
United States farm products through June 30, 1957__--—---- LS 1. 6 
Investment in 3 international financial institutions—_ ee eedlieh. 3. 4 
Subtotal, aid’’ delivered________~- nmin at LOGS 


Estimated availability for foreign grants and credits in fiscal year 1958 
and for carryover into fiscal year 1959 (as of the end of the Ist sess. 85th 
Cong_- ; ‘ ft. lad png Le ees, 13. 6 


Tous... =x : ; g ae 119. 6 


It should be noted that the grand total on a net basis is $119.6 
billion, as contrasted with the $134.7 billion a gross basis. 
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Torat Aip To THE Far East Since 1945 





(The following was requested on p. 1027:) 


SumMMARY OF FoREIGN GRANTS AND CrEDITS—NET AsSsISTANCE RENDERED FOR 
Far East 


U. S. Government foreign grants and credits—By program, military, and other, 
postwar July 1, 1945, through June 30, 1957 


{In thousands of dollars} 


Program Total Military | Other 











bain niiad ize disddbesbiaeiedee Bie ind |. eiseohidnsse cilities 
i 
Net grants and credits. -...--| $12,792, 437 | $4,832,166 | $7, 960,2 a1 
Net grants-.-_- : sd 12, 220, 128 r 4, 832, 166, | 43 387, 962 
Gross new grants. -- _ ries pneaen dou 2 391, 660, vii 915,773 | re 475, 887 
Mutual security. - aoe a > 6. 727, 203 “8, 734, 105 2 993, 098 
Civilian supplies __. 5 3, 172, 844 | | 3, 172, 844 
Through international agencies 
UNRRA, post-UNRRA, and interim aid____- 415, 324 | 415, 324 
For refugees... - | 
For children__--__--- a 3 |. . 
Lend-lease - _- - | 729, 418 679, 073 | 50, 345 
Special country programs 1,015, 295 | 261, 126 754, 169 
Agricultural commodities through private agencies __- | 88,091 | 88, 091 
Military ——— loans | 241, 469 | 241, 469 
Other 2,016 | 2, 016 
Less: } 
Prior grants converted into credits Se as 50,345 | 50, 345 
Reverse grants and returns. _. : Ese ~ . 121, 187 | 83, 607 | 37, 580 
Mutual security counterpart funds_ -- ; : 54, 386 16, 807 37, 580 


Reverse lend-lease. _ _ - ae 
Cash war-account settlements for lend-lease and other grants jin cbeads BiB ace bien 
Return of lend-lease ships__. aia ad Saal 66, 800 66, 800 |_ 
Return of civilian supplies : hee ; | 


Return of military equipment loans_- 























| 
| 
Net credits. .......... on dat Shaadi -| "572, 309 | 12 2. 2,309 
Gross new credits..........- s 308, 499 | o| | "4, 308, 499 
wilh ha decnpaiy bea bade a 
Export-Import Bank Caating agent mane sane rahe iemaah 546, 562 |... ‘ 546, 56 52 
SS ee ee eee senescent ict ead sical oh idinindbennteninsdiaad 
Mutual security..........---- coeernneiaeaae 189,745 |._--___- bk 189, 745 
Surplus property (including merchant ships) _ §SSRASaS : MAME si. ccc] 218, 398 
Lend-lease (excluding settlement credits) - .. ..~ 22252 20. ses foe cece ne ssn eee est Seen esc cece cbs 
Other....:.-+- Siindnngisiiecamelnshie 353, 792 bevel 343, 792 
Plus prior grants converted into credits. ea ee oe 50, 345 ia 50, 345 
Less principal collections. ............-..-- stitial 786, 5 | 786, 535 
Export-Import Bank (inclu aiag agent banks) -- aoe 409, 736 | sai al 409, 736 
British loan._._.._-- Fubaiad Nb nie | ye : E , 
Ia NN a hk i iis lar heise ph cal cheheeis Wdnapsons i cidas tess | 90 
Surplus property (including merchant Pegs seers is 69, 198 as 69, 198 
Grants converted into credits a Sieladhcthtaaiel TaD Ecduetetiennd al 3, 356 
Lend-lease (e pening settlement credits). ._._..----------|---.--- bib ara eth a Beige sili 4. dé 
SOE res dtr batiiieniiie ‘ selblcediinbcrattl ly AOE Necdcmews es 303, 204 








= aioe ap et 


NotTEe.— May not add because of rounding. 
Source: Office of Business Economics, U. S. Department of Commerce, 
Arp to Latin AMERICAN COUNTRIES 


(The following information was requested on p. 1112 


Bo.Livia 


One of the results of the stabilization program, established in December 1956, 
has been the marked increase in general agricultural productivity induced by the 
decontrol of prices. It is true that, prior to stabilization, emergency food ship- 
ments constituted a large part of the emergency aid program to Bolivia. Such 
shipments have been reduced considerably, amounting to 50 percent of the total 
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aid in fiscal year 1957 and less than 25 percent in fiscal year 1958. United States 
aid, in the form of short-term agricultural loans and technical assistance, played 
a major role in this accomplishment. Also, an important factor was the technical 
assistance rendered by the Agricultural Servicio with the introduction of new 
techniques in cultivation, use of fertilizers, insecticides, and hybrid seed. The 
program, necessarily, is closely related to the road program giving access to 
markets. 

Agricultural production for principal Bolivian products is shown below, in 
thousands of metris tons (source: fiscal year 1959 submission): 





! } 
1955 | 1956 1957 1958 
‘ . seniripetthpananndbciinaiatlitienn eaten etnicmariaiieasdensintapdihiatacaigesaemeanamanies ~onanenienaay 
ea 
Rice __- ; ' 13.0 | 15.0 | 13 15 
Wheat... scene dss 17.5 | 16.0 | 22 15 
Sugar - ede aoa ; bal 4.0 4.3 | 9 18 
Potatoes. _- | 120.0 | 105.0 | 
| 





There are no final figures for 1958, of course, but it is reported that crop produc- 
tion this year is far greater than was first estimated. Unfortunately, statistics 
are scanty with respect to particular areas, yields per hectare, ete. 

The Embassy, in its recent economic report, reports that sugar production is 
expected to be double last year’s, although a decline is expected with respect to 
wheat—about 30 percent less. 

Agricultural objectives designed to promote self-sufficiency, to reduce imports, 
and, eventually, create an export market, are as follows: 

(1) Implementation of an urban and provincial road program, enabling pro- 
ducers to reach centers of consumption. 

(2) Improvement of soil by fertilization, the use of modern methods of eultiva- 
tion, plague control, the application of genetics in seed production, and rural 
education for the eventual elimination of subsistence-level agriculture. 

(3) Development of export products, such as cocoa, coffee, and subtropical 
fruits. 

(4) Changeover from crops which compete with imports from neighboring 
countries and with United States aid, to erops which can compete favorably on 
the local market. 

The Servicio Agricola Interamericano is active in promoting these objectives, 
and extends production credits through its supervised credit program. In addi- 
tion, the need for production to market credit is apparent, since farmers frequently 
take heavy losses in selling their crops because of the inability to borrow on the 
crop before the time of sale. SAI is investigating the possibility of a credit- 
union method of distribution credit for agricultural crops, but this would be 
unlikely to be of much assistance in 1958. 

As contrasted with the table given on the first page, the following figures of 
estimated production of agricultural products have been prepared by the mission, 
in thousands of metric tons: 





| 1956 1957 1958 
ser a sical saianall |——— 1 ‘ 
Wheat..._..- pai ¥ aes ee a 16.0 18 | 14.0 
ick: cttincink adore sient Aasmaan caneeed -| 4.3 9 | 18.0 
Rice_. sl isc a pmol aol Socata te ces eee = : 15.0 13 | 18.5 
Potatoes.__....... athe ine dantniekoacble’ macioorstcae waists axnieiegahies teis eeniaaeti etal 100. 0 120 | 2 200.0 
Md. oo bd 5.) 8-885 -ck Sean Pikead Race ae ee 94.0 | 130 | 130.0 
hs iil sind ih na & ddan maha tallies auibabi tema dladelieadsa Rade | 35.0 | 45 2 56.0 
NOR. ob ok Sista kw penthdgacdabs bss adhd domshaged bab dah eae dae ene | 65. 0 65 65.0 





1 Rice production is down approximately 35 percent because of unfavorable conditions at seeding. 


2 Increase in potato and barley production anticipated in 1958 as a result of increased planting and favor- 
able weather. 


BRAZIL 


I. The volume of agricultural jee increased 14.3 percent in 1957 com- 
pared with the previous year. his relatively large increase was due oe 
to the excellent coffee, rice, and bean crops which advanced 33, 21, and 18 percent, 


respectively. In comparison, the total area devoted to crops increased only 
61,000 hectares, or 3 percent. Coffee, corn and bean plantings increased sub- 


stantially, whereas hectarage devoted to cotton, rice, and wheat showed appre- 
ciable declines. 
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Agricultural production, 1956-57 } 








Cultivated area (thou- 


Quantity per hectare 
sands of hectares) 


| 
Lo» 














| 
Crop | - 
| 1956 | 1087 unit | 1986 1957 
eed li taccl tattle adn isiaighbaisontia aaa > | sackets ao 
Oosea:........ 376 | 391 | Kilogram. 429 427 
NN Sarco a 3, 412 OR ho en cca 287 381 
Mast anos coosesee oes 1, 124 Se 39 41 
Rice... _. af; oni oat eees ee 2, 555 2, 471 | Kilogram. 1, 366 1, 650 
a ie cnewe 5, 998 6, 051 |---do Lacie 1, 167 1, 274 
—— fatal 1, 340 1, 267 |._-do..... 967 
I Sg as we a 2, 257 | $905 LM: ~..2. 611 722 
OR oh oo oN | ae 1,178 DR once ca 13, 000 13, 377 
ES i ch ete a oaaenn ods Pee aoe | 162 166 | Cacho____. 1, 385 1, 410 
GN cana cask ncenwswsidopanee -| 2, 663 2, 405 red 448 488 
Total all crops......... bMS cpprintheeetetpentehnceeamnas 


| 
1 Source: Conjuntura Economica, year IV, issue No. 2; year V, issue No. 2. 
II. Annual increases in the volume of agricultural output during the last 10 
years have averaged 4.6 percent, or a cumulative increase of 46 percent. (See 


table below.) This compares with a per capital production increase of 18.4 which 
takes into account a population gain of more than 3 percent per annum. 


Agricultural production 











Year | Gross output Per capita | Year Gross output} Per capita 
A, | output = || output 
aaaielasiai 
bisa beele cine tariicn | 100.0 100.0 | 117.9 104.8 
| 105. 6 103. 1 124.5 107.9 
110. 4 105.3 133.0 112.8 
al 111.2 103. 6 132.3 109. 6 
WE 2 sie 116.2 105.7 146. 2 118.4 








III. Although statistics are not available for each of the individual states and 
territories of Brazil, there is a compilation of production indexes covering agri- 
cultural production by geographical regions. The table below provides this 
breakdown. Note that the north, northeast. and middle west groupings produce 
only one-fifth of the total output. The southern region comprised of Sao Paulo, 
Rio- Grande do Sul, Santa Catarina, and Parana produces 56-percent of the total, 
while the eastern region includes the States of Bahia, Rie, Espirito Santo, and 
Minas Gerais, which accounts for the remaining 24 percent. 


Agricultural production by regions 














{1948=100] 
een ee ee ee 
Percent | 1949 | 1950 | 1951 | 1952 | 1953 | 1964 | 1955 | 1056 

of total | | ! | j j 
D cn ilps ital ipa acini fant asec wis 

} } | 
i 1| 103.2] 110.2] 19] 1140! 113.0] 1378| 1429] 151.5 
Northeast..........-..-.- 14} 1023] 1140| 85.7] 1036| 1023] 1247] 1329] 140.7 
Mc 527. a-akee 25| 1096| 1123| 111.6| 1050) 1161| 1164] 1238| 1248 
ee | | 103.2) 1088] 1121) 1251 02) 1260] 1385 | ana 
Middle west...........-.- | 4] 142] 146-8 | 151.8 | 822 | 16.6) 177.5) 286) 2906 

' 





CHILE 


In Chile, the major effort of our technical assistance program in the field of 
agriculture has been concentrated in an area development program known as the 
lan Chillan, and encompasses three provinces in the Central Valley of Chile. 
he plan Chillan was conceived as a demonstration project for the development 
of rural regions of the country, and its long-term goal was to increase agricultural 
production. 








1 oot 


At the present time we do not have data to completely evaluate the effect of 
the plan Chillan on the overall production of the area, but on some of the prac- 
tices introduced, and campaigns carried out, we do have sufficiently accurate data 
for a preliminary appraisal of the impact on agricultural production. Following 
are some examples of increased production in this area as a result of the plan 
Chillan. 

Leveling and drainage has been on land that is, or ean be irrigated. This 
means that the increased grazing capacity is 0.9 animal units per acre, or the 
same average increase we get with each acre brought under irrigation. Land 
leveled and in production (5,253 acres) ‘plus drained land in production (2,308 
acres) gives 7,561 acres of land in increased production during the last few years. 
At 0.9 animal units per acre, there is an increase of 6,805 animal units. At a 
gain of 400 pounds per animal unit, this gives us a possible increase of 2,722,000 
pounds of beef. 

One of the most effective demonstrations carried out in plan Chillan was 
showing the value of herbicides, such as 2-4—D and 2—4~-5-T, for the control of 
weeds in cereal crops. This demonstration was started in 1953 and carried on 
through the year 1954. In 1955 it was discontinued because of the excellent 
results obtained, and the obvious fact that most farmers in the area had accepted 
this modern practice. A rather small research study was conducted upon the 
economic value of the use of herbicides in the area. The smallest increase in 
production found on the farms surveyed was a 23-percent increase. However, 
because the farmers in this survey were probably a little better educated, and 
better farmers in general, than the average farmer in the area, we have reduced 
our figure of increase to 10 percent in cereal crop yields with the use of herbicides. 

At the end of the first vaccination campaign hoof-and-mouth disease was 
reduced to less than 1 percent. This has meant a saving in production of at 
least 35,000 head of cattle per year. If all of these cattle had been in beef pro- 
duction, it would represent a saving to Chile of 56 million pounds of beef (35,000 
head of cattle times 4 years times 400 pounds). Some animals show more 
resistance to the disease than others so we will use 28 million pounds of beef as 
our estimate of actual gain in production. Of course this saved production was 
in breeding stock, beef, dairy, and work animals so that the figure of 28 million 

ounds of beef is a relative measure of productivity. Valued at $0.10 a pound 
ive weight we have $2,800,000 gain from this part of the resources development 
program. 
FERTILIZER PROGRAM IN Costa RIcA 


In 1942 when the ICA agricultural program started in Costa Rica, there were 
practically no imports of commercial fertilizers. United States technicians 
demonstrated how coffee production could be increased in established plantations 
by using commercial fertilizers. In 1958 the United States Embassy forwarded a 
newspaper clipping stating that it took 75 railroad cars to handle | shipment of 
1,500 tons of fertilizer from the Smith Douglas Co. in the. United States. to 1 
Costa Rican importer. Fertilizer shipments from the United States to Costa 
Rica during the period when the ICA program has been in operation have increased 
as follows: 


ho ete cs ee RR. psn . ___ $60, 099 
GI oi iw Scichhnigmin wd one abd ANSE UR ae eS ne 773, 000 
SO Rosis, i le sds. UL ee ee ______ 1, 484, 000 


ECUADOR 
CONTROL OF SIGATOKA: A SPECIAL AGRICULTURAL SERVICE IN ECUADOR 


In Ecuador the joint United States-Ecuador Agriculture Servicio (SCIA) 
carried out a project in cooperation with the local banana growers association which 
started in January 1956 and was terminated in August 1957. 

The objective of the program was to develop economical means for the control 
of a banana disease which would be adaptable and flexible enough to use under 
the wide range of operating conditions found in Ecuador. The program included 
development and testing of low-volume spray application equipment, testing of 
chemical materials and application methods, including the use of portable equip- 
ment, power-drawn equipment and the helicopter. 

Excellent control of the disease was obtained using motorized knapsack mist 
blowers, power-drawn mist blowers, and the helicopter. The helicopter and the 
knapsack machine have found greatest favor among the banana producers. 
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There are 3 spray companies with 6 Bell and 3 Hiller helicopters now in Ecuador. 
Eight of these helicopters are now working under annual contracts. The total 


acreage under contract, type of spray equipment, and value of contracts, is as 
follows: 











Acreage Dollar 

Type of equipment under annual contract 

contract value 

a } pad 
neh 82k eras ox. bee 1 pepe he 3 43, 225 $879, 715 
Airplane (6) aver eee ee oe ee) pe 8, 125 165, Soo 
Portable knapsack machine-_- » peek , 27, 75 564, 768 
Total_- i ‘ | 79, 100 1, 609, 843 





Note.—Figures from National Banana Growers Association. 


In 1945, only 1,280-acres were under research applications, and an equal area 
under commercial application. Pure spray oil alone has been the most economical 
and yet effective of all the spray material. The introduction of spray oil alone 
has been revolutionary in the banana industry. 

The knapsack machine developed by SCIA is now in commercial production in 
large numbers. Five other equipment manufacturers are now producing varia- 
tions of the SCIA machine. 

Manufacturers producing the SCIA modified portable mist blower sold 547 
machines during the year. This represents an annual business of $104,000 United 
States. 

As a result of the success of the research control project, a number of helicopters 
and knapsack mist blowers are now in operation in other banana-producing areas 
of the world. Ecuador now leads the world in volume of spray oil applied and 
number of helicopters in operation against Sigatoka disease of bananas. 

United States direct cost, at mission level, to develop this $1% million annual 
commercial operation, train technicians and phaseout of this program, was as 
follows: 


Grant funds_--_-__-_-- sae ioe OR REA ad te sie yas $75, 000 
United States technicians (3 yeas). oceieca soso. ae... 70, 650 
Training cost (Ecuadoran trainees outside of country) -___------- .. 6,000 

Weteie Silo. osUs6 eRe Ee A Ee eee ti. 151, 650 


As a result, the estimated savings of that part of banana production formerly 
lost to this disease is 40 percent. 


EL SALVADOR 
AGRICULTURAL SERVICIO ESTABLISHED IN 1955 


Selected agricultural production statistics for El Salvador indicate only slight 
increases in basic foods such as corn, rice, and beans. 

One of the basic objectives of technical cooperation in agriculture is to increase 
production on the limited acreage of good agricultural lands in order to remove 
marginal lands subject to erosion from cultivation. 

Corn yields are being increased through the processes of development and 
introduction of improved hybrids, the use of commercial fertilizers and compost, 
and improved cultivation practices. 

Assistance to coffee producers is provided by the dissemination of information 
developed through research at the National Coffee Institute such as weed and 
disease control, and the sun hedge system of plantings. By increasing yields of 
coffee on lands suitable for coffee production, it is anticipated that marginal lands 
may be converted into permanent pastures for increased livestock production. 
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GUATEMALA 
AGRICULTURAL SERVICIO ESTABLISHED IN 1955 


Corn production in Guatemala ' 














Year Estimated Amount Estimated 
acreage yield per acre 
| Million Metric tons Bushels 
6s it Se ae ee ee | 1.3 433, 000 4 
{ Mons i nc isce te cages ab aea as Schindler cask ee ee ee 1.5 2 1, 000, 000 28 





1 Source of data: (1) Basic Data Handbook; (2) Ne Agricultural Service Report No. 19, Oct. 4, 1957. 
y 


? Latest on-the-spot field estimates anticipate probably a 1,500,000 metric tons of corn may be produced 
in 1958. 


Approximately 275,000 acres of new lands in the area development and resettle- 
ment USOM project area have been planted to corn. The agricultural servicio 
technicians are providing advice and assistance to the farmers in improved 
agricultural methods including insect control. According to the latest informa- 
tion available, it is anticipated that Guatemala might, for probably the first time 
in its history, have an excess of corn after crops are harvested this year. 

The extension service of the agricultural servicio is rendering technical assistance 
in weed and disease control to subsistence-type coffee producers with small 
holdings not in excess of 5 to 10 acres each. 





THe RESETTLEMENT PROGRAM IN GUATEMALA 


During the Communist regime under Arbenz in Guatemala, and until over- 
thrown by Castillo Armas in 1954, agrarian reform consisted of confiscation of 
lands from private owners to be turned over to the landless peasants without 

supervision, technical guidance or assistance. Chaotic conditions resulted. 

In 1955 the United States Government initiated grant aid to Guatemala in 

| support of Castillo Armas’ democratic form of Government. The initial step 

undertaken consisted of road construction to provide work for the unemployed. 

The second major project, undertaken to further remove the ideology and threat 
of established communism, was to plan and initiate a program of area develop- 
ment and resettlement of the rural landless people on lands already owned by the 
Government, while confiscated lands were in the process of being returned to 
their rightful owners. 

Although the planning of this major project was initiated in the latter part of 
fiscal year 1955, initial and tangible efforts in the form of opening up access roads 

and jeep trails did not get underway until fiscal year 1956. The overall plan has 
firmed up for the resettlement of 25,000 families on 50-acre farms at an estimated 
cost in the way of United States contributions of $480 per family, of which one-half 
of this amount is under a plan of supervised credit. 


STATUS OF PROGRAM AND COMMODITIES PRODUCED 


As of May 1958, all major improvements have been completed, primarily on a 
self-help and supervised credit basis, for the first 2,040 families whose farms are 
now practically in full production consisting of such cash crops as corn and tobacco. 
Each farm family is producing its subsistence crops such as pigs, chickens and a 

variety of vegetables. A number of these families have already paid off their 
loans in full. An additional 1,075 families have received titles to their lands and 
664 have moved onto their farms by right of certificate in order to underbrush 
and plant this year’s corn crop. 

Work is well underway, primarily on the west coast of Guatemala, in 15 
resettlement areas totaling 276,455 acres. Although exact statistics are unavail- 
able, the impact of this major project on the economy of Guatemala is clearly 
visible. Under the guidance and supervision of the USOM-Guatemala agricul- 
tural servicio, the new landowners have planted hundreds of acres of corn, one of 
the basic commodities in the diet and economy of Guatemala. It is conservatively 
| estimated that these newly settled landowners presently have under cultivation 
more than 25,000 acres of corn that will contribute to the anticipated overall 
| bumper crop for the country dufing this calender year. 





The United States contribution of $480 per family is making it possible for these 
small farmers to produce the necessary food for their own family subsistence and 
to channel commodities in excess of their own requirements into the economy of 
Guatemala. For the first time in their lives they are becoming landowners with 
comfortable but modest houses and sanitary water supplies. It is conservatively 
estimated that it would have cost the United States Government approximately 
$720 per farm family of 5 to feed these destitute landless farmers had it been 
decided to alleviate their plight through direct-food subsidies from the United 
States rather than attack the problem through a self-help program enabling them 
to become self-reliant, self-sustaining, and to further remove themselves from 
communistic tendencies toward which the destitute and landless are so readily 
susceptible. 

Harti 


AGRICULTURAL PROGRAM BEGAN AUGUST 1044 


Production of key crops 


Estimate 1957 
1944 
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1 1956. | 

? Technical cooperation activities have centered on rice. Of the estimated 60,000 acres of rice now in culti- 

vation, approximately 45,000 acres are attributable to the technical cooperation program. Yield per acre 
is 1.5 metric tons. 

' 

| 


Source: Data book of May 1958, 
HONDURAS 


AGRICULTURAL SERVICIO ESTABLISHED IN 1951 


Estimated production ! 


| 1951 | 1958 


Bushels per 


Acreage | Production | Bushels per! Acreage | Production 
| acre 


| acre | 


| 
| 


Metric tons | | Metric tons 

Corn Joel (2 191, 000 (2) 800, 000 | 450, 000 | 20 

ae (?) (?) (2) 32, 500 | 30, 000 | 35 

Beans a (?) (?) | (?) 155, 000 | 59, 000 15 
| | | 





1 Source of data: (1) Basic selected annual statistics, (2) FAS Report No. 25, October 17, 1957. 
2 Not available. 


Honduras is now considered to be nearly self-sufficient in basic food production, 
although the daily calory intake is reportedly well below desired levels. 

The Agricultural Servicio renders advice and assistance in all fields of agricul- 
ture including soil conservation, irrigation, disease and insect control. Improved 
breeds of livestock and poultry are being introduced, and many private farmers 
now possess purebred lines of beef and dairy caftle. 


Pouttry Project 1N PANAMA 


Although for the past 300 years scrawny chickens have found a precarious 
existence in Panama, there has been virtually no poultry in industry as known 
in the United States until very recently. Up until 1952 the Republic had to 
import approximately 7 million eggs annually at a cost of over a quarter of a 
million dollars per year even though local conditions favor the development of 
this industry. ICA began its poultry project by encouraging the importation of 
baby chicks by air. This practice was quickly adopted by a number of local 
growers. Soon it became feasible to import fertile eggs for hatching. Gradually 
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this practice was also adopted by local farmers. The estimated value of the newly 
developed poultry industry is probably in excess of $400,000. By 1956 the popu- 
lation of birds had increased as much as 15 percent above the average of a few 
years previous which represents an overall value of a quarter of a million dollars 
in birds alone. ICA has now discontinued the importation of chicks and fertile 
eggs. 


PARAGUAY 


1. The first dairy cattle were introduced into Paraguay in 1942 and the first 
urebred Brahman beef cattle were introduced in 1946, both under our program. 
hese selected lines have been multiplied through our artificial insemination pro- 

gram, and since this started in 1953 we have inseminated, with semen from pure- 
bred bulls, 28,000 beef cattle and 2,637 dairy cows. 

Cattle population has progressed as follows: 

Me SS SAPS Ey Pepe ptm aia an Eb 
¢ BD ee pl a pe MLS | Salen LE ee An Sina ee ere ee al do_... 3.755 
1956 


bata s USFS See, REE See eee ase ee tee 
Percent of 1945____- baka aet olla 6 Bee eee eee ee 125 


2. Our research and registered seed programs distribute seed for field and truck 
garden crops. 


3. Paraguayan production statistics are incomplete, however principal bulk 
food crops directly affected by our program show the following progression: 














Corn 
clk ccncnnsseoniiith bitin sities 7 
Year | Hectares ‘Tons Kilograms 
| per hectare 
iat reteee aialbllinics Ries scsi ia a 
i, oi 50 La akeck dusweanstienn Seed ae ed 98, 524 105, 188 1,070 
—— LIED SEDI LIER TILED LIES ID 103, 000 133, 644 1, 282 
1956 nde - bhind tia naibantgnertiie chnisitinitctiensepig dence 92, 300 120, 000 1,300 
Percent of 1943____ Soba a _asuciensie | A ait tcchien dled eae see 122 
Sugarcane 
Mat. =. ~ | 
Year Hectares Tons Kilograms 
| per hectare 
is et: | 15,450 | 306, 799 | 19, 700 
Pscimieiios ; ea ‘ - . iteaiigkakai mate 15, 000 380, 209 | , 950 
Ss Aiaatinesadisehdek te ih ate ok 14, 000 380, 000 | 27,000 
Percent of 1943 5 ; ; ato aaa Saab taaaem noneute| isa 142 
| 
Mandioca 
icc sg > ‘oa si $$ —$$$$___—___—_— 
Year | Hectares | Tons Kilograms 
| Per hectare 
1943 ne Jae aR ash kEe Gate eiebeeedenel 57, 064 825, 112 | 14, 450 
tal danced ahes Kacininta ‘ isciahedimaiiaiaaiaass saute 61, 000 | 890, 000 | 14, 666 
1956 - a 7 é : ae 61, 500 | 950, 000 | 15, 450 
Percent of 1943. _- ‘ etchant ery nee : ; ------| 107 
| | 








4. Production figures for some other commodities within our program show 
total volume progressions, but no data on areas or yields. They are as follows: 


{In thousands of metric tons] 

















Year Alfalfa Rice Sweetpota- 
toes 

a a accel buiananiehpiee coe eR geempeagialanean pa aa 

1946.___- 8.8 13.0 71.8 
Beek. 55 iiLs ceamkeganussacGieuen .7 19.5 73.6 
MR re cae 11.7 20.3 76.3 
BE nen nnioo “ -| 12.0 19.0 75.0 
Percent of 1946............-- c etied 136.0 146.0 | 104. 0 
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PERU 
SUPERVISED AGRICULTURAL CREDIT 


In 1954 the joint United States Peruvian Agriculture Service started a special 
area development project in the Mantaro Valley in the Andes of central Peru to 
accelerate agricultural development. One of the various activities undertaken 
was a small program in supervised agricultural credit. The Government of Peru 
had had no experience with crop loans to low income farmers in the past, and 
was skeptical of the wisdom of making loans with only a future crop as collateral. 
The Agricultural Development Bank watched the experiment with interest, but 
lack of enthusiasm. The first year’s loans, less than 100, were fully repaid, the 
recipients profited from the advice and guidance that came with the servicing of 
the loans. In the second and third years the program was extended gradually 
with continuing success. 

This program has been particularly successful in the 1956-57 season both in 
increasing crop yields and in inspiring interest in the program through concrete 
results. A group of 12 farmers in Pucara, for example, cultivating only 22.8 
hectares achieved the following results: 


[Kilograms per hectare} 


| | 


Average | Yield ob- 
| yield of zone | tained by 
| j group 
a aa al cae aaa - ili ee sti Ai slates gil eat ae 
PiReniee. > -.... 25-5 sais niin Kumaaetaeen ia ciel sPicsicaloehacoiadtiesecchiameieinaiiiel 5, 000 | 14, 550 
NN fo 25 ans be sso eaten abel sere et vat tnsd awrsrih alg hoes taiai falta piaclandinia, decease araaaia aiaal 1, 500 | 5, 020 
Sal dnp ne sediiibeonan snc nila Wi RAs i tare toi aden ih > tcgrigllanal iy natin alae 900 | 3, 730 


Cost of production had been 73,000 soles and the yield sold for 270,000 soles. 
Loans had been advanced to 1,637 persons to a total of $25,000 of which $21,000 
or 82 percent had already been repaid. 

The Mantaro Valley program continues to grow. The manager of the Agricul- 
tural Development Bank is now one of the most enthusiastic proponents of 
agricultural credit in Peru. He has initiated a supervised credit program by the 
bank and he intends to expand its operations in this field. 


DELIVERIES oF VEHICLES MANUFACTURED IN UNITED States DurINnG 
1957 and 1958 


(The following information was requested on p. 1156:) 


Department of Defense military assistance program.—Deliveries of vehicles manu- 
factured in the United States 


[Value in thousands of dollars} 


During fiscal year 1957 | Estimated during fis- 
cal year 1958 





Item bs ne ee ee Ae 
Quantity Value | Quantity | Value 

BEE sd ancccquntaansusibnoavawnewembeian freteciasitegind 1,041 | $6, 898 | 1, 868 | $5, 433 
Trucks a a 10, 694 | 41, 641 | 13, 941 62, 490 
EE <i ide Debt t.. 45d. wal odabedonaedodaabdecdasbind ade 56 | 17,777 | 458 21, 435 
Combat vehicles (other than tanks)...................- 419 10, 553 | 469 | 16, 767 
Other motor vehicles__-____--- . sithebedinncnceedbae () | 24, 672 (1) 32, 684 
Vehicle components and spare parts _............-..---.. (2) 90, 922 | (2) 79, 094 
eet ssatiben td sR ES i? rt |: 217, 908 





! Represents vehicles reported by value but not specific item 
2 Not applicable. 
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ComMPARISON OF EstTiMATED OBLIGATIONS AND ExprEnpirurgEs, Non- 
REGIONAL ProGRAMS, 1958 AND 1959 


(The following was requested on p. 1164:) 


EXPLANATION OF SUBSTANTIAL INCREASES IN EsTIMATED EXPENDITURES FOR 
Fiscat YEAR 1959 Over Fisca, YEAR 1958 ror NONREGIONAL PROGRAMS 


Far East area program.—The fisea! vear 1958 expenditures does not include any 
allowance for expenditures on the $72 million program for purchase of United 
States Army items in the Far East theater. There will be heavy expenditures in 
fiscal year 1959 against this program. These will be in addition to payments under 
contracts in Japan for procurement of new vehicles and expenditures involved 
in vehicle rebuild activities. 

Modernization-Aircraft and missiles.—This is a relatively new program for 
long lead-time items which will be delivered in substantial quantities to MAP 
recipients during fiscal year 1959. 

Repair and rehabilitation—During last half of fiscal year 1958 repair and 
rehabilitation which had formerly been programed by country was initiated 
on a nonregional basis. Therefore expenditures in fiscal year 1958 will be on a 
country basis and expenditures on a nonregional basis will begin in fiscal year 1959. 

Programs under negotiation——These programs appear in the fiscal year 1959 
proposed MAP. Negotiations with three of the countries involved are ap- 
proaching finalization and expenditures are expected to get underway during 
fiscal year 1959. 

International military headquarters—The Southeast Asia Treaty Organization 
planning has been completed and the organization is now functioning. As a 
result of planned staff expansion coupled with an increased United States share of 
cost from 12.5 percent to 25 percent additional expenses are expected during 
fiscal year 1959. The NATO infrastructure POL pipeline system will become 
operational during fiscal year 1959, and approximately $850,000 will be required 
as the United States share of the working capital for this network. 

Loans.—Increased emphasis was placed on loan programs during fiscal year 
1958 with the establishment of a revolving fund. The time required for negotia- 
tion of the loans and the placing of the procurement contracts was such that it 
precluded substantial deliveries during fiscal year 1958. 

CISP.—These programs were established in fiscal year 1956 and were slow in 
getting underway and substantial performance is not expected until fiscal year 
1959. 

Training.—A substantial portion of the increase is in connection with training 
for modern aircraft and missiles and is phased to the delivery of such material 
which begins in substantial quantity during fiscal year 1959. 
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ADMINISTRATIVE EXPENSES, DEVELOPMENT Loan FuND 


(The following information was supplied as a supplement to the 
testimony on p. 1390:) 


EsTIiMATED FiscaL YEAR 1958 ADMINISTRATIVE EXPENSES 


It is extremely difficult to provide a precise estimate of fiscal year 1958 Devel- 
opment Loan Fund administrative expenses that would be comparable to the 
fiscal year 1959 estimate of $1.5 million, due to several factors: 

1. The Development Loan Fund is a very new organization, having only about 
6 months of operating experience, and only during June achieved the level of 
employment indicated in the hearings. Fiscal year 1959 estimates, therefore, 
provide for full-year salary costs of employees, many of whom have been with 
the Development Loan Fund much less than 6 months; 

2. Administrative expenses of the Development Loan Fund have been met 
this year from the general mutual security administrative expense appropria- 
tion under section 411 (b) of the Mutual Security Act of 1954, as amended. 
However, only administrative expenses directly related to salaries, travel, etce., 
of the Development Loan Fund are- identifiable separately. Other necessary 
services—such as administrative support and technical and economic analysis 
of proposals—have been provided by ICA personnel and personnel of other 
agencies in addition to their regular assignments. In fiscal year 1959, $559,855 
of the total of $889,855 estimated for other contractual service will be required 
for performance of administrative, fiseal, comptroller, technical evaluation, and 
other service functions by other agencies on a full-year basis. The amount of 
$559,855 compares with about $177,000 (of about $230,000 for 1958 costs of all 
services performed by other agencies) for these purposes in 1958; and 

3. Program requirements will grow in fiseal year 1959, requiring that new 
functions connected with loan operations be performed. Audit of contractor 
operations and field review of loans by ICA staff, installation of loan-repayment 
procedures by the Export-Import Bank, reimbursement to the General Account- 
ing Office for audit required by the Government Corporation Control Act, and 
necessary use of private consultants for highly specialized technical loan review 
and analysis will require an estimated $330,000 (of the 1959 estimate of $889,855 
for other contractual services) in fiseal vear 1959. 

For the reasons indicated above, 1958 and 1959 estimates are not comparable. 
However, in compliance with the subcommittee’s request, obligations for DLF 
activities have been combined with approximate costs of the value of administra- 
tive and technical support provided to the DLF by other agencies. 


Estimate 
fiscal year 
' ' ; 1968 
Obligations for DLF administrative expenses (approximately 6 
months) - ; ; $139, 000 
Approximate cost of services provided by other agencies !____ 230, 000 
Total... -.. SCR SUeh Cael eee _ 369, 000 


i Includes administrative support activities, together with services in connection with handling and 


technical review of loan applications, including the approximate value of employee services provided 
directly by nonreimbursable detail. 
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PERSONNEL TRANSFERRED From ICA To DevELopmMENT Loan Funpb 


(The following information was requested on p. 1403:) 


Development Loan Fund 


I, EMPLOYEES OF DEVELOPMENT LOAN FUND WHO TRANSFERRED FROM INTER- 
NATIONAL COOPERATION ADMINISTRATION TO POSITIONS OF HIGHER GRADE 




















Grade and salary Grade and salary 
| with ICA with DLF 
Name Title as — Sip bt att dacentetdh, 
Grade Salary | Grade | Salary 
omens: ae — a anes l Se pepbaienetntate 
Professional (2): | 
Gordon, Lester - Assistant development officer.| GS-13_-. $8, 990 GS-14__ ok 320 
Golby, Ralph W -- ...| Assistant legal counsel - ---- GSs-13__- 9, 205 | G8-14__ 10, 320 
Clerical and secretarial (4): ; bil 
Moberly, Barbara R | Administrative Assistant (Sec- | GS-7 5,335 | GS-9_- 5, 575 
| retary). -| 
Fong, Cecelia__ Secretary.........-...- L | GS-6_- 4,755 | GS-7- 4, 930 
Taylor, Johnnie M- Rs nnde: cloepeteaailing GS-5... | 4,210 | Gs-6.- ---| 4, 350 
Lem, Ruth T_-_- ; | Mae dake ; GS-5. 4,078 | GS-6_- 7 4,215 





II. EMPLOYEES OF DLF WHO TRANSFERRED FROM INTERNATIONAL COOPERATION 
ADMINISTRATION AT THE SAME GRADE BUT INVOLVING SALARY ADJUSTMENT 


; : l . 
Professional (2): BS 
Burnett, John G_- Legal counsel _- | GS-15_____|$11, $80 | Le evel Vv. ...|1 12, 690 
9, 925 | 
| } 


Ulinski, John A... Fiscal and financial economist | FSS-2_.__-| FSS 10, 320 
(international). | | 
| { | 





Ill, EMPLOYEES OF DLF WHO TRANSFERRED FROM ICA TO POSITIONS AT SAME 








GRADE 
Professional (2): | | 
Chutter, Reginald F- ..| Fiscal and financial economist | FSS~1_-- ._|$11, 965 ‘SS-1..._. $11, 965 
(international). i vf c 
Shorter, Hazel K__._....._.| Administrative officer__....._- | GS-15_. 12,420 | GS-15...._| 12,420 
Clerical and secretarial (3): | Ly 
Christian, Henrietta_......| Clerk (stenographer).-.......-- | FSS-11___.| 5,000 FSS-11__. 5, 000 
OS Se ee bE So do erchedln qua dence | FSS-11__..| 5,000 | FSS-11 5, 000 
Ward, Edith. ---__- - Aon Dincic Es eco aia = | GS- 5.. es 3, 940 a 18-5 3, 940 





IV. EMPLOYEES OF DLF WHO TRANSFERRED FROM ICA TO POSITION AT A LOWER 
GRADE 


oo 
Clerical and secretarial (1): 
Lightfoot, Agnes Secretary... ..-- GS-8_.....| $5, 510 | GS-7... $5, 335 





i Special a authorization in MSA legislation to wr iainei cca 4 GS-16 level. 


Of the 14 ICA positions from which employees have transferred to Develop- 
ment Loan Fund as of the present date, 1 was eliminated when the Office of 
Congressional Presentation was abolished; 1 was part of the Office of Public 
Reports transferred to the Department of State; 5 others were canceled; and 
2 clerical vacancies were filled by outside recruitment at the same grade and 
salary. 

Of the 5 remaining vacancies, a GS—7 secretary-stenographer position has been 
filled by an FSS—11 on rotation who was previously assigned to a GS-6 position; 
a GS-5 clerk-stenographer ($4,480) is being promoted to a GS-6 vacancy at 
$4,620 effective June 22, 1958; and the other 3 vacancies remain with no immediate 
plans for filling them. 
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